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CHAPTER 1

Basic Income Guarantee

INTRODUCTION

Imagine this scenario. You are an anthropologist leading a team to
investigate reports that there are human fossils in Antarctica. On the
way there, to avoid a menacing cyclone, the ship’s captain deviates
from the planned route into less-traveled waters. The detour is lucky
for you. You stumble onto the find of a lifetime: an unknown popula-
tion on a remote South Pacific island. After checking several databases
just to be sure, you confirm that the premodern indigenous popula-
tion has almost certainly had no contact with the rest of the world for
centuries, perhaps millennia. Although professional and international
treaties prohibit you from brazenly making first contact, your team
consults with UN officials via radio and is given permission to study
the tribe from afar—so long as you remain undetected.

Each member of your team is assigned to observe several individu-
als of the tribe with binoculars and telescopes. You are tasked with
observing four males. Peering through your telescope you quickly
notice that two appear to be well fed and enjoy elaborate shelters.
Their dwellings seem to provide ample protection from the remnants
of the cyclone that is still pelting rain. Your other two subjects appear
to be malnourished. At night, they sleep exposed to the rain and the
wind. As far as you can tell, they have no shelter to call their own.
You are astonished. You are well aware that there is anthropological
evidence of some material inequality among members of premodern
tribes; still, you are astounded by the extreme level of inequality in
this tribe.! It is not as if the tribe as a whole is short on food or shel-
ter. Indeed, the tribe actually has a vast surplus of food, and much
seems to get wasted. Furthermore, your team confirms that there
are enough shelters such that everyone could be protected. Your two
materially well-off subjects actually appear to own several homes,
meaning that some huts remain unused every night. Your team tries
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to puzzle this out. Why not simply let those exposed to the elements
(including your two subjects) use the huts that no one else is using?
As professional anthropologists, your group was taught long ago that
the term “primitive culture” is colonialist and ethnocentric. Still, this
and similar terms slip out during your team discussion as you pon-
der some hard questions: What conventions of the distribution of
material goods could justify such remarkable differences in access to
material necessity? how can some be forced to sleep outside in the
elements, short on food, while others live in material opulence? It is
both puzzling and exciting that this premodern tribe differs from so
many others studied by anthropologists. Good fortune has smiled
upon you; your career is made.

You return to the United States to much fanfare. You do a number
of interviews about your remarkable discovery of the premodern tribe
and do the late night talk show circuit. All the attention is excit-
ing, but you are glad when the hubbub dies down. You return with
relief to your hometown, Anywhere, to resume your teaching and
research.

You and your spouse plan a nice dinner out to celebrate the return
to normalcy. You pull up to the restaurant just in time to witness this
scene. Two very expensive cars, known for their fine German engi-
neering and worth three times the average yearly US salary, pull up
just down the street from you. Their well-dressed owners exchange
some good-natured ribbing about the shortcomings of each other’s
vehicle as they enter the most expensive restaurant in town. On the
same street, two homeless persons beg for change. One holds up a
sign indicating that he is a US veteran down on his luck. You wonder
if it is colonialist and ethnocentric to describe your own culture as
“primitive.”

Of course, this thought experiment is a bit forced and unrealistic.
As is known, premodern societies typically never approach anywhere
near the material inequality suggested here. Such a discovery would
really be remarkable. On the other hand, that part of the thought
experiment where two homeless persons share a public street with
two owners of fine German engineering is not the least bit unrealis-
tic. We have all seen homeless people living on our streets; we have all
also seen pictures of the rich with their private planes, private yachts,
private estates, and private country clubs. The question discussed in
this work is whether such disparities can be justified.

From the point of view of capitalism, the scene from Main St.,
Anywhere Town, is a triumph of distributive justice. The capitalist
market rewards the talented and hardworking while it fails to reward
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the untalented and lazy. The capitalist vantage says that the owners of
the expensive cars almost certainly must be hardworking and talented;
the homeless must be untalented or lazy, or perhaps both. And if it is
just a matter of bad luck, well, some are lucky and some are not.

Yet for many of us, the scene is incredible. How can all these four
persons on this stretch of public road be citizens of one and the same
community? Perhaps some differences in wealth are justified, but
what could possibly justify such an extreme inconsistency of wealth
distribution? From our vantage point, the scene seems almost surreal.
But what is to be done about it? Socialism, many think, has failed. So
it seems we are left with capitalism.

A MipprLeE COURSE?

A policy that looks to steer a possible middle road between social-
ism and capitalism stems from an idea that has waxed and waned for
some time: a Basic Income Guarantee (or BIG for short). The name
explains much. The idea is to guarantee every citizen in the country
an unconditional income sufficient to meet some minimal threshold.
BIG and related proposals have a long history often traced back at
least to Thomas Paine’s Agrarian Justice (1796), sometimes as far
back as the Bible.?

On the face of it, BIG sounds like a compromise. It would not be
anywhere near the level of economic equality sought by many egali-
tarians and socialists, yet it would do much to stem the worst excesses
of unrestrained capitalism. It would, for example, help the economic
situation of the homeless veteran and his downtrodden compatriot in
our example.

Although much of the argument applies also to other developed
nations, this work deals primarily with the United States and argues
for an annual BIG of $10,000. In other words, the aim is to sup-
port the conclusion that every US citizen should receive $10,000 with
no conditions attached. It is unconditional in the sense that both
rich and poor alike should receive it, with no work requirement. So,
unlike the current welfare policy, BIG would not be conditional on
being employable or looking for work. The perennial Malibu surfer,
who has never worked a day in his life, would be as much entitled to
his BIG as the 80-hours-a-week workaholic.?

Why should the perennial surfer be entitled to a guaranteed
income? I admit this is a good question. Before outlining the argu-
ments in favor, it will help us to first get a better idea of exactly what
BIG is.
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The proposed annual BIG of $10,000 would be paid directly by
the Internal Revenue Service proportionately once a month. So, each
month, every US citizen would receive one-twelfth of his or her
$10,000 per annum, or $833 per month, payment as a direct deposit
into his or her account. As indicated, this same amount would go into
the accounts of the richest citizens, including Bill Gates and Warren
Buftett, as well as our surfer.

Most discussions of BIG shy away from providing a precise dollar
amount. I can certainly see the reasons for this reticence. Often the
point is to discuss the theoretical pros and cons of BIG and not get
bogged down by the details. I have decided (perhaps unwisely) to go
against this trend.* My thought in doing so is to prove that BIG is
perfectly feasible. In other words, the intention is to show that BIG
is not some utopian dream but rather a policy we could easily adopt.
The danger is that in putting a hard number out there, I risk alienat-
ing some of those who might otherwise be friendly to the suggestion.
Some may wish for a larger BIG, others for a smaller sum.

It would be a mistake to think that the word “basic” in BIG will
settle the issue of an appropriate amount. One potential problem in
stating an amount stems from the vagueness and ambiguity of the
word basic. What exactly does it mean? In one sense, it might mean
the bare minimum to avoid dying of starvation or exposure. In that
sense, perhaps $10,000 per annum is far too much. Nine people might
be able to share the rent on a bachelor apartment, perhaps three to a
bed, sleeping in shifts. Eating noodles and peanut butter sandwiches
for many meals might help keep the food bill down. Perhaps by living
right on the edge like this, someone might survive on $5,000 a year
in parts of the United States.

On the other hand, one might think that basic means something
like “minimally decent.” On this understanding, an income must be
sufficient to live on one’s own, or at least not require bunking with
eight others in a bachelor apartment, and still have enough for a cell
phone, Internet, TV, a clothing allowance, and so on. Perhaps the
income level in that case might need to be at least $15,000 per year.
Even with these two senses of basic, there is a certain amount of
vagueness: does the having “enough to eat” mean eating until one
is full or having just enough calories to survive? And on the more
expansive understanding, we might wonder whether Internet access
means high-speed cable or a slower dial-up connection. Does TV
access include some of the cable packages with educational channels?
And so on.
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Invoking the “poverty line” does not help much either.® The same
problems reappear. What counts as “poverty”? Surely, starving for
lack of food does, but should people have enough for a high-speed
Internet connection, and so on? Even the US federal government
cannot decide on a poverty line. They offer two different numbers:
poverty threshold and poverty guidelines.® Both are between $11,000
and $12,000 per year per person. So, someone living on BIG as their
sole source of income would live below the poverty threshold or
guideline. Still, this does not give us much idea about whether BIG is
enough without knowing the details of what is involved in calculating
the poverty threshold or guideline.

More helpful is the living wage calculator on the Massachusetts
Institute of Technology website as one of their “Poverty in America”
resources. In part, the living wage calculator on the website is designed
to show the minimal costs to live in selected areas. Below are data
for two different locations: Las Cruces, New Mexico and New York
(table 1.1).

The first thing to notice is that the living wage calculator puts a
$10,000 BIG as well below the living wage in both places. The lion’s
share of the difference between the Las Cruces and New York costs
is on housing, $479 versus $1,129, respectively. We will talk more
about this difference in the next section, but for the moment, we
will concentrate on the Las Cruces numbers. BIG is not taxed, so we
can see immediately that the appropriate comparison is for the after-
tax amount. This still leaves a deficit of $4,544 in terms of annual
income, or $379 per month. (The living wage calculator comes to
$1,212 per month while a $10,000 annual BIG payment works out
to $833 per month.) One thing that could be pared down from the

Table 1.1 Living wage calculator’

Las Cruces New York
Food $242 $242
Child care $0 $0
Medical $137 $136
Housing $479 $1,129
Transportation $285 $262
Other $69 $104
Required monthly income after taxes $1,212 $1,873
Required annual income after taxes $14,544 $22.476
Annual taxes $2,355 $4,045

Required annual income before taxes $16,899 $26,521
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living wage calculator is transportation. A bus pass in Las Cruces
costs $30 a month, which would shave $255 off a month on account
of transportation, bringing the gap to $124 a month. I am not saying
that the living wage calculator is wrong in having transportation at
that amount. Their calculation is based on the idea that someone is
working for a living. For many jobs, it would be impossible to take
a bus to work in time. Since we are working on the idea that some-
one is trying to live oftf BIG as the sole source of income, the cost
of transportation to work is not an issue to be considered. One of
the sacrifices to make would be the time and convenience associated
with faster modes of transportation, such as a personal vehicle or taxi
rides. Another savings under the present proposal is a universal health
care system (discussed in chapter 2) that would eliminate most of
the $137 a month in medical bills. Further savings can come from
shared accommodation. It is possible to rent a three-bedroom place in
Las Cruces starting at $500 a month. Utilities (gas, electricity, water,
and Internet) might work out to somewhere around $150 to $320 a
month, resulting in a savings from the living wage budget of $159 a
month, more than enough to cover the aforementioned gap.

Here is another example. While consulting on this issue, I have
turned to experts. I have asked students in my university classes how
much they live on. I do not intend to be facetious, but I live in south-
ern New Mexico, one of the most impoverished areas in the United
States. Many students at my university are first-generation university
students from lower income families. Here is what I have found. At
New Mexico State University, you can live in a triple-occupancy dorm
for $1,196 per semester and have unlimited food for $1,673 per semes-
ter. At a per-annum rate, this works out to $8,607. Triple occupancy
in a small room is pretty harsh, I admit. However, it includes cable/
Internet and unlimited hot water. The food bill includes restaurant-
type meals for as many times a day as one wishes. The meals are from a
large cafeteria/smorgasbord type of setup. The reason many students
in my classes do not live in the dorms is because it is still too expensive
for them. Students find off-campus housing in shared houses/apart-
ments that give them more space, and the cooking facilities reduce
their expenses. My point is that many college students manage to eke
out a living on $10,000 a year. Indeed some people, including some
of my students, would find this amount to be positively opulent com-
pared to what they are forced to live on at the moment.

In wading through some of these numbers, I have tried to show that
there is not much point in arguing about the meaning of terms like
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“basic income” or “poverty line” in the abstract. They are too elastic
to resolve disputes. It is not that they are without meaning: $2,000
a year is below any reasonable threshold for poverty or basic income;
$30,000 is well above. In arguing about where the line should fall
between these extremes, we have to make specific arguments about
what sorts of things one should be able to buy on a basic income
to be above the poverty line. I have indicated the sort of extremely
frugal lifestyle that living on BIG alone would impose—a perennially
impoverished college lifestyle. I would like to see it set higher, but
I will not argue for that here. If I were king of the United States, I
would set it between $15,000 and $20,000 and perhaps adjust it (up
or down) according to societal changes. The higher the number, the
harder it is to argue for, and the less likely it will be accepted. Any
number has to be a compromise, so I admit $10,000 as a compro-
mise. Still, it is a compromise worth fighting for. As I will indicate
below, the number could be tweaked in response to societal changes.
Also, there are good reasons to believe that with advances in technol-
ogy the purchasing power of $10,000 will increase.

UnconDITIONAL EXPERIMENTS IN LIVvING

I have talked about BIG in a number of my classes. Although I have
now come to expect it, initially I was quite surprised by the adverse
reactions of students to the very idea of BIG. When broaching this
subject with students, I think I would get a warmer reception if I were
to advocate a policy of eating human babies. This extreme aversion to
BIG may explain why, when I ask my students what they would do if
they lived in a society that offered a BIG of $10,000, their answers are
so ill conceived, at least at first. Usually the discussion starts with a
student stating that he (it is always a “he”) would drink beer every day
and play video games. Classmates quickly point out that BIG would
not provide sufficient income to drink the proposed 12 beers per eve-
ning. Others pipe up, and this would soon, very soon, get tiresome.
Perhaps somewhat surprisingly, most students, on reflection, say
that it would not change their plans very much at all. They say that
BIG is hardly sufficient for the sort of material lifestyle they hope for,
and so they will still need to go to school and get a job. They do say
that it would make things easier. For example, it would greatly reduce
the need for student loans while going to school. A certain number
mention that it would open up the possibility of going to graduate
school instead of trying to find work to pay off their student loans.
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Some students mention starting their own business. It is easy to
see how BIG might support increased entrepreneurial activity. One
of the major reasons so many small businesses fail in the first couple
of years is because of lack of capital. Often this is the result of having
to pay the living expenses of at least one person: the entrepreneur.
BIG might allow more would-be entrepreneurs to avoid this pitfall.
Consider that there are a number of small businesses, for example,
Internet companies or home repair businesses, that can be started for
very little capital. A computer and an Internet connection are mini-
mal requirements in the former case, and tools and a truck, in the lat-
ter. The biggest need for capital in both cases is typically the expense
of covering living expenses while the company takes wing.

Certain artistic lifestyles would also be pursued with BIG. Some
of my students have expressed interest in pursuing their dreams of
being in a band fulltime. Most musical careers do not pay particu-
larly well. With BIG as a backstop, more might take the risk and fol-
low their dreams rather than resign themselves to a soul-crushing job
merely for financial security. Others have expressed interest in pursu-
ing poetry fulltime or selling wood carvings on the Internet. Many
of these dreams would not be reasonable options without BIG, as the
threat of financial destitution would be too great.

Another possibility would be to live a relatively simple life as advo-
cated by Thoreau. Rural property is relatively cheap. It is possible
to buy an acre for less than $1,000. It would be possible to build a
house, plant a garden, install solar and wind generation of power, and
live “off the grid” on BIG. A couple devoted to such a project might
soon be able to bank some of their BIG money, as their monthly
expenses would be quite low.

BIG would enable many to be socially productive in a manner that
is not often recognized by traditional market-driven values of distri-
bution, for example, withdrawing for a time from the workforce to
look after an ill parent, or to homeschool children. These and other
“caregiving” relations help society in the aggregate but are usually
not recognized as monetarily valuable activities.

Indeed, it would also be possible to spend all one’s time surf-
ing, so long as one were content to live on a mere $833 a month.
Rawls’s Malibu surfer would have some difficulty though, given the
high cost of housing in Malibu. But in theory, it would be possible
to surf all the time where rent is cheap and waves are plentiful. My
students who think they would be content playing video games for
the rest of their lives would also have the means to do so with BIG.
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If they want to drink beer every evening as well, they may have to
make their own. Still, if they are willing to live frugally, it might be
possible.

Naturally, it will be surprising to know how many people will work
if they have access to BIG. Many object to BIG on precisely these
grounds: BIG will result in collapse of the economy as not enough
people will be willing to work to keep society going. We will post-
pone discussion of this objection until chapter 8. The tentative reply
is that our biggest worry about the future should not be about too
few people looking for work, but too many.

One thing we should underscore is the absolutely unconditional
nature of BIG. Even though he is worth billions upon billions, Warren
Buffett would be as entitled to BIG as a homeless veteran. BIG is also
unconditional in terms of work choices: BIG would be the same for
those not working at all, part-time workers, and people working two
or three jobs at a time.

BIG as Poricy: CAPITALISM, SOCIALISM, AND
THE WELFARE STATE

I mentioned above that BIG is sometimes seen as a compro-
mise between capitalism and socialism. It will help to explore this
suggestion.

The first thing to understand is that BIG is a policy recommenda-
tion; BIG is not a comprehensive theory of economic justice of the
sort offered, for example, by proponents of capitalism and socialism.
It might help to illustrate the difference between policy and com-
prehensive theory with an example from criminal justice. Suppose a
government is considering a change in policy with respect to capital
punishment. Presently, capital punishment is used with some regular-
ity, but there is support for change. Different, but incompatible, views
of criminal justice might agree that there should be a policy change.
We can imagine support coming from the following members of the
state legislature:

1. Pacifists who believe the taking of life is always wrong.

2. Retributionists who believe capital punishment is justified in
theory, but that too many innocent people—particularly racial
minorities—have been put to death. These members support
the banning of capital punishment as a reasonable measure
until this problem can be solved.
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3. Deterrentists who believe that capital punishment is justified
only if it can be shown that it effectively deters more crimes
than life in prison. Since empirical studies have shown no such
deterrence effect, these members are for a change in policy.

4. Members who are concerned simply with budget issues: they
believe it is more cost efficient to have prisoners serve life in
prison than pay for the long and protracted legal battles by the
condemned.

The important point here is that members agree on what is to be
done—capital punishment is to be prohibited—but they disagree on
why it is to be done. They agree on the policy question, but their
philosophical reasons for doing so differ.

When speaking to the people about BIG, I often get the suggestion
that BIG is not even a compromise between capitalism and social-
ism, it is a policy that only a socialist, or at least someone far along
the left wing of the economic spectrum, might endorse. However,
famously, the Noble winning proponent of capitalism, economist
Milton Friedman, endorsed a proposal similar to BIG. A negative
income tax was his solution to eliminating poverty.® Of course, not all
theorists who endorse capitalism would support BIG. Indeed, there
is a tradition in American political theory and activism that suggests
that (most) taxes are theft and slavery.” So it is plausible to assume
that many apologists for capitalism would adamantly reject BIG.

There is a long history of socialist thinkers endorsing BIG. In the
early twentieth century, Bertrand Russell offered BIG as a means to
greater freedom.!® Recently, the Marxist socialist Erik Olin Wright
has suggested BIG as a “real utopia,” a feasible means to help the
most materially disadvantaged in society.!! While some socialists have
endorsed BIG, it is certainly not true that all socialists would endorse
it. After all, even though BIG would reduce some of the worst forms
of poverty, it would hardly result in the ideal egalitarian society envi-
sioned by many socialists. BIG is consistent with, for example, several
people having to share a bachelor apartment while others own palatial
mansions—something that many socialists might find unjust even if
it is seen as an improvement over the status quo.'?

If there is any legitimacy in the idea that BIG as a policy strikes
a compromise between capitalism and socialism, then it would seem
that BIG would find a natural home among BIG “welfare liberals”—
apologists for the welfare state. The ideal of the modern welfare state is
sometimes promulgated along these lines. The welfare state attempts
to take what is best in capitalism and socialism and weld it into a
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workable compromise. It permits a certain amount of capitalism while
the state reaps some of the economic benefits (in the form of taxes) of
capitalism to ensure the least materially advantaged in society do not
die from material want. Members of the so-called G7—the United
States, the UK, France, Germany, Italy, Canada, and Japan—have
been termed “welfare states” in this sense. This is called an “ideal”
since it is not clear whether all the G7 members actually meet the
criteria. For example, US citizens by the tens of thousands die each
year from lack of access to basic medical care.!® As noted above, there
are people starving in the streets of the United States, digging out
garbage to try to survive. So the reality is that the ideal of the welfare
state is far from realized in the United States. Conditions in the other
G7 nations tend not to be as bad for the poor, but most could do
much better according to the percepts of many welfare liberals.

Although the welfare state itself is sometimes advertised as a
compromise between capitalism and socialism, important questions
remain about the compatibility of BIG and the welfare state (even
the unrealized ideal of the welfare state). First, for the most part, in
practice, the welfare state is understood as having a “willingness to
work” requirement for grant of welfare; specifically, one has to prove
that one is unable, for physical or mental reasons, to be able to work,
or that one is looking for work.!* In other words, the welfare state
offers welfare conditionally, not unconditionally. For example, under
the present system in the United States, if one is laid off, then one
may be entitled to unemployment insurance after a certain number
of weeks. When unemployment insurance runs out, then one may be
entitled to welfare after one proves to some government official that
one is actively seeking work.

Turning from practice to theory, welfare liberals are divided on the
question of BIG. The most prominent welfare liberal is John Rawls.
In his magisterial A Theory of Justice and other works, Rawls provides
a defense of many aspects of the current welfare state.!® Like Marx,
Rawls sees that capitalism has helped increase the material prosperity of
society as a whole. However, according to Rawls, a laissez-faire capital-
ism is not justified. Rather, a conditional form of capitalism is justified.
Private ownership and the profit motive are justified to the extent that
they improve the material well-being of the most economically dis-
advantaged. This is Rawls’s famous “difference principle”: “social and
economic inequalities are to be arranged so that they are both to the
greatest benefit of the least advantaged.”!¢ We will postpone examining
whether Rawls is justified on this point. For the moment, we just need
to understand it. At least in outline, the idea is simple enough. Imagine
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if no economic inequalities were permitted. According to Rawls, under
such a system of economic distribution, everyone would be worse off.
In this model, the work incentive would be lost. The most talented and
the most productive would have no reason to work hard. This means
that there would be less production of material goods for everyone,
including those unable to produce. So, says Rawls, we should organize
society such that there is sufficient motivation for the most productive
and talented to work hard. Such a system would permit some to own
more than others, but some of the production of the most talented
and productive would go to the least advantaged. In practice, these
resources would be distributed to the least well-off through taxes. One
might describe this as redistribution of income from the rich to the
poor, but this would be misleading. Rawls’s theory of justice permits
large material inequalities only to the extent that they help the worst
off. So a rich person who claims that taxes are theft is wrong, at least
according to Rawls. Any income a rich person generates is not really
the rich person’s until the least well-oft are made as well-oft as possible.
(We will explore this subtle point further below.)

It would seem then that Rawls’s welfare liberalism and BIG are a
natural fit. After all, BIG looks like an efficient way to satisty the dif-
ference principle, and BIG looks to do more for the least advantaged
than current welfare policies. However, it seems that Rawls is, at best,
ambivalent on the question of the fit between BIG and his theory of
justice. In A Theory of Justice, Rawls mentions in passing the possibil-
ity of something like BIG (which he refers to as a “negative income
tax”).!'” In a later and, I believe, more considered treatment of the
issue, Rawls writes:

Those who are unwilling to work would have a standard working
day of extra leisure, and this extra leisure would be itself stipulated
as equivalent to the index of primary goods of the least advantaged.
So those who surf all day off Malibu must find some way to support
themselves and would not be entitled to public funds.!®

To understand what Rawls claims here, we need to understand
what he means by “primary goods.” Primary goods are “things that
every rational man is presumed to want.”!” Examples from A Theory
of Justice include intelligence, imagination, health, civil and political
rights, liberty, income and wealth, and the social bases of self-respect.
In his later work, Rawls adds leisure time to the list of primary goods.
His reason for denying the Malibu surfer BIG is that the publicly sup-
ported surfer would then have more of some of the primary goods
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than others. In other words, according to the later arguments of
Rawls, the Malibu surfer who demands public support would in effect
be asking for more of the primary goods because he is asking for more
leisure. This would be as unjust as persons asking for more liberty or
civil or political rights than their peers. Rawls’s position on BIG and
the Malibu surfer has been criticized even by those who are generally
sympathetic to his theory of justice.2?

The reason I have mentioned this disagreement is to underscore
the fact that the use of “welfare liberal” and “welfare state” in this
work is more specific than the way these terms are sometimes used.
I will use welfare liberal to indicate proponents who believe, as part
of their ideal normative theory, that welfare should be conditional on
some sort of willingness to work requirement; and welfare state as one
where some sort of work (or willingness to work) requirement should
be a condition for receiving public funds. I am not suggesting that
this is the correct description of welfare state or welfare liberal, only
that it will help us to keep track of different positions.

Note too that there is nothing inherently contradictory about a
proponent of the welfare state endorsing BIG. This is because there is
always a gap between one’s normative theory and its implementation
into policy. Recall our earlier example where the retributionist sup-
ported banning capital punishment due to imperfections in the sys-
tem. The argument was that although capital punishment is justified
when the criminal justice system is working properly, when innocents
and a disproportionate number of racial minorities are executed, capi-
tal punishment ought to be suspended until the problem is resolved.
Similarly, a welfare liberal might say that in times of high unemploy-
ment, BIG might be a reasonable solution. After all, the idea that
people ought to be looking for work seems to assume that there will
be work to be found. If jobs cannot be had, then there is no sense in
claiming that people should get jobs or look for jobs. And if the num-
ber of unemployed swells, it might be much more efficient to simply
provide BIG until unemployment rates return to some reasonable level
than to hire a small army of government officials to make sure the
multitude of unemployed are looking for jobs that do not exist.?!

OVERVIEW OF THE ARGUMENT

It may help to give a preview of some of the arguments for BIG by
situating it in relation to the “big three” alternatives—capitalism,
socialism, and the welfare state—as well as placing the argument
within the existing literature on BIG.
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In general, the philosophical literature on BIG has emphasized the
inadequacy of the big three. Unsurprisingly, much of the philosophi-
cal critique has to do with a work requirement. As we have seen, the
welfare state makes state assistance for the poor conditional on some
sort of “actively looking for work” requirement. The work require-
ment is not indigenous to the welfare state. Socialist states, like the
former USSR, went so far as to have laws against not working, backed
by prison time for those convicted.?? Capitalism does not make work
a formal requirement, but it is a de facto requirement for all but the
rich. What this means for freedom, then, is that the big three do not
provide freedom with respect to the question of work. For example,
Karl Widerquist argues that any sound political philosophy must rec-
ognize the freedom of citizens to opt out of distributive arrangements
of society at large.?® If one lives in a generally capitalist society, then
BIG must be provided so that citizens have the ability to opt out of a
capitalist distributive arrangement. If one lives in a generally socialist
society, then BIG must be provided so that citizens have the ability
to opt out of socialist distributive arrangements. As Widerquist aptly
puts it, citizens must have the “power to say no” to the economic
system that they find themselves in.

So, one theme we find in the existing literature is a critique of the
concept of freedom. According to this critique, freedom is under-
stood too narrowly by the big three. It must be expanded, and a more
adequate understanding of freedom requires BIG. 2*

A second important theme in much of the current literature on
BIG is that freedom is to be conceived of as a right. This work sails
against the current of much thinking about BIG by framing it in terms
of good consequences rather than rights. We will have to postpone a
fuller discussion of rights versus good consequences until chapters 4
and 8, but briefly, we may illustrate the dispute with the following
thought. Consider the question of whether to let someone continue
to spout racist remarks on a busy street corner. The corner in question
is unique in that it has traditionally attracted many tourists because of
its historical significance; however, tourists are now avoiding the area
because of the offensive speaker. Local businesses are suffering and
have to lay off workers because of the reduced tourist traffic. Here we
might feel ourselves torn by the requirement of honoring the right to
free speech and thinking about the bad consequences for the larger
community when we allow the racist to negatively affect so many.

One of the main arguments of this book is that adopting BIG as
public policy will lead to good social consequences. In particular,
BIG will lead to increased total aggregate happiness and freedom.
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The argument, then, has some overlap with the main current in BIG
thinking by making a connection between BIG and freedom. But the
present argument turns on the point of increasing aggregate freedom
rather than honoring the right of individuals’ freedom. The connec-
tion between BIG and happiness is also a departure from much of the
mainstream of philosophical justification for BIG.?

While I have learned much from other philosophers’ writings on
BIG, and probably most from Philippe Van Parijs and Karl Widerquist,
I have not spent a lot of time in this book trying to sort out where we
agree and where we disagree. (That would have to be a much longer
and a rather different book.) Rather, my main opponent is our present
capitalist system. Interestingly, this opponent is, for the most part,
faceless. By this, I mean that it is difficult to find political philoso-
phers who think that our present system is just. As we noted above,
Rawls endorses certain aspects of capitalism as an efficient means to
generate wealth, which is to be redistributed in accordance to the
difference principle. Yet, Rawls is not an apologist for contemporary
capitalism in the United States, since it nowhere near approximates
what is required by the difference principle.?® So Rawlsians tend to
believe that governments should do more to tame the excesses of
capitalism when it comes to the concentration of wealth in the hands
of a few. On the other hand, libertarian Nozick tends to think that
governments go too far in redistributing wealth.

The general strategy in this book is to use an internal critique of
contemporary capitalism. Given that contemporary capitalism seems
to enjoy so much support, evidenced at least in part by the fact that
there is little support among the electorate for political candidates
who are close to Rawlsian liberalism or libertarian candidates, it is
worth seeing what follows a commitment to contemporary capital-
ism. The argument is that contemporary capitalism contains within it
the seeds of its own destruction.

One argument addresses the thought that BIG requires us to redis-
tribute wealth in a way that is inconsistent with the capitalists’ ethos.
In chapter 3, I will argue that BIG and capitalism are not in tension.
BIG flows as a consequence of people trying to maximize their profit
on their ownership of capital. This admittedly counterintuitive posi-
tion turns on the idea that citizens own an equal share in state capital,
and individual shares of state capital are sufficient to generate enough
return to finance BIG.

A second internal critique involves the relationship between capital-
ism and the consequentialism that animates this work, which we dis-
cuss in chapter 4. In particular, the concern is that maximizing good
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social consequences conflicts with the economic rights of individuals
that many capitalists champion. A limited conclusion is reached: com-
petitive markets require restraining the economic activities of indi-
viduals in the name of the social good of competitive markets. Since
competitive markets are a constituent part of capitalism, capitalism
requires restraint of individual economic activity for the benefit of
society at large. In other words, it is false that consequentialism and
capitalism are in conflict over the question of pursuing the social
good, because capitalism itself must appeal to some such principle
for its own defense. This sets the stage for later chapters where it is
argued that BIG is the best means to maximize the social good. In
effect, then, the chapter attempts to silence the objection by apolo-
gists for capitalism that we should not determine economic policy by
overall economic good.

Chapters 5, 6, and 7 examine how BIG will serve the common
goods of peace, happiness, and freedom. Chapter 5 looks at how the
revolution in robotics and advanced computers threatens the aim of
full employment. It is argued that BIG is a good and necessary means
to keep the peace: displaced workers will be angry, and justifiably
s0, if they do not reap at least some of the rewards of this economic
revolution.

Chapter 6 argues that BIG is the best policy in the economic
realm to increase gross national happiness. The basic thought in this
chapter is that a given dollar buys more happiness for the poor than
the wealthy. Giving $1,000 to a homeless person will do more to
boost his or her happiness than giving the same $1,000 to uber-rich
people such as Warren Buffett or Bill Gates. The present distribution
of wealth and income in the United States is not the most efficient
for converting dollars to happiness. BIG is a better policy option for
turning wealth and income into happiness.

Chapter 7 argues that BIG is the best policy in the economic realm
to increase gross national freedom. The basic thought is the same
as in the previous chapter. BIG is a better policy option for turning
wealth into freedom.

Chapter 8 deals, in part, with the perennial objection about the
Malibu surfer as mentioned above. It will be argued, as noted, that
the problem is likely to be that there are not enough perennial surf-
ers, not too many. It may be necessary to radically reduce the work
week to address the need for more jobs. In the longer term, capital-
ism itself will be shown to be inherently self-defeating. Capitalism, in
the twenty-first century, will consume itself. The main driver will be
technology, not social reform. One of the consequences of the robotic
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and computer revolution is that the price of owning the means of pro-
duction will fall dramatically. Our task will be to work out a vision for
a society and an economy that does not depend on motivating people
to work through the threat of deprivation.

A short concluding chapter argues that BIG is not utopian. There
are grounds for optimism for the possibility that we can adopt BIG in
a peaceful and rational manner.

The next chapter discusses a very common objection to BIG: we
simply cannot afford it even if we want to. In response, I make two
proposals: one involves a new value-added tax of 14 percent on all
goods and services; the other involves reforming the current tax code.
The main point is that BIG can be paid for in a manner that will
either help, or at least not financially harm, the vast majority of the
citizenry. Even for the rich, the new tax rates would be well below
what the highest rates have been in the past.



CHAPTER 2

Paying for Basic Income Guarantee

INTRODUCTION

A frequent objection to BIG, at least from those hearing about it for
the first time, is that we simply could not afford to give everyone
$10,000 a year. Indeed, in the minds of many, the United States has
enormous yearly budget deficits. In actual fact, the budget deficit
has been diminishing recently. In 2009, it stood at 1,400 billion. As
of 2014, it was down to 483 billion. So the deficit has dropped by
almost a trillion dollars in the past five years.! This is not to say that
the deficit is no longer an issue; rather, given the amount of hyperbole
out there, we should keep this in some perspective. Those predicting
widespread rioting, looting, and cannibalism as a result of the federal
deficit may have to wait awhile for their predictions to come true.

Still, even if the country is in better shape financially than some
would have us believe, $10,000 per person is a lot of money. The
question of where it will come from is a good one.

As a first stab at convincing you that this is not a matter of climb-
ing Mount Impossible, consider that the Gross National Product of
the US economy was over 17.5 trillion dollars, or about $53,000 dol-
lars per person, in 2014.2 The cost of BIG, as we shall see, is about
1.9 trillion dollars, which represents about 11 percent of the entire
economy. Not a number to take lightly by any stretch of the imagina-
tion, but not an impossible number either. Most of the readers of this
book could afford an 11 percent decrease in their pay without starv-
ing or going bankrupt. Yes, it would be painful but not impossible.

However, this is not what is being asked. Indeed, this chapter
comes with glad tidings: the vast majority of US citizens would actu-
ally come out equal or ahead, financially speaking. Yes, taxes would
go up for many, but so too would incomes. For the vast majority, a
BIG payment would exceed any tax increase, and so most would be
financially ahead.
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This chapter sketches two proposals for financing BIG. The first
proposal leaves existing tax policy just as it stands now and simply
institutes a new sales tax to pay for BIG. As I will show, this new tax
would actually be financially beneficial for most.

The second proposal is more involved. It tries to address some of
the fundamental problems with the US financial house. Following
Allan Sheahen’s lead, we will show that about half the cost of BIG
can be provided by simply eliminating most tax loopholes, and the
rest can be made up by cutting waste and taxing the superrich more.
This may all sound too good to be true, but it is not. We need simply
to pull back the curtain on the plutocracy that benefit from the byz-
antine tax system and government spending at present. Our first task
is to calculate the cost of BIG.

CaLcuraTting THE CosT oF BIG

As of 2013, there were 316,128,839 people in the United States. If
each person received BIG, the total amount required would be over
3 trillion. However, almost 45 percent of this total would not be eli-
gible for BIG under the present proposal. Once we exclude seniors,
children, prisoners, and immigrants, the number of people eligible for
BIG would be in the order of 188 million. In the following subsec-
tions, we will discuss these exclusions and get a ballpark estimate for
the cost of BIG.

Seniors

The vast majority of the 44 million seniors in the United States already
have access to something like BIG: social security.® In the future, it
might make sense to combine social security with BIG, but for the
present we will assume that seniors will either collect just their cur-
rent social security or social security plus a supplement from the BIG
fund to make a BIG equivalent, whichever is greater. An additional 49
billion dollars would be required to bring the lowest social security
recipients up to the proposed $10,000 BIG.* So we will add 49 bil-
lion to our proposed budget. In other words, since social security is
already in place, there is substantial savings in not having to provide
a full BIG to all seniors. A full BIG for seniors works out to 440 bil-
lion dollars, but almost 90 percent of this is already taken care of by
social security.
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Prisoners

Estimates of the yearly cost of incarceration for the average prisoner
in the United States are typically in the order of $25,000, plus or
minus about $10,000 depending on the model used for calculation.
In any case, the cost to society is enormous—much more than BIG
on a per capita basis. The thought that society would have to pay
to incarcerate criminals while those incarcerated receive $10,000 in
their banks each year might be enough to drive even the most liberal
liberals insane. One way to look at it is that rather than denying pris-
oners BIG, their BIG is being used to offset the cost of incarceration.
Even the lowest estimates for the cost of incarceration are above what
a prisoner would receive for BIG. For example, one estimate has the
cost of incarceration in Louisiana at $13,000, compared to $45,000
in Rhode Island.® Indeed, there may be some symbolic value in the
state charging prisoners $833 a month as their share of the cost of
incarceration. Each month then, a debit and credit of $833 would
appear on a prisoner’s bank statement.

For the purposes of our analysis, prisoners are denied their BIG
payment. This saves an enormous amount on the cost of BIG, since
the United States boasts the largest prison population in the world.
Indeed, the United States is a world leader and is internationally
renowned for having 25 percent of the world’s prison population,
with only 5 percent of the world’s total population: a frightening sta-
tistic. (If the United States changed its penal policies, it would only
help the case for BIG, as such a change would free up substantial
public monies.)°

Immigrants

BIG would be provided only to those who are citizens; so visitors,
visa holders, and permanent residents would not be eligible for BIG.
Permanent residents in need of financial assistance would have to
apply for welfare. Again, I take this to be a conservative assumption.
I take it that this assumption is necessary to allay the worry that the
United States would be swamped by people looking to immigrate for
“free money.” For anyone to be eligible for BIG, he would have to go
through the usual path to citizenship, which typically takes at least
five years. There are now about 8 million immigrants in the 18-64-
year range who would not be eligible for BIG.”
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Children

Children are an important exclusion from the analysis.® There are
approximately 74 million children under the age of 18 in the country.
A full BIG payment to each would increase the cost by approximately
740 billion dollars. This is not, however, the reason they are excluded
from the analysis. Rather, the question of giving BIG to children is
so divisive that I believe it is better to deal with the issue more exten-
sively on another occasion. I will limit myself here to a few general
remarks that would need to be investigated more fully in subsequent
work.

In general, there are two sorts of worries in providing BIG to chil-
dren. On one hand, there is a potential for adults to use this as a
means to enrich themselves. For example, imagine we are providing
$10,000 per child. Two adults with eight children could then net
$100,000 per annum. This could potentially encourage parents to
have lots of children and use most of the money for themselves and
neglect their children.

It is important to be clear about what is #oz being implied here. It
is not suggested that BIG would encourage parents to have children
for the wrong reason. A full BIG for children may encourage parents
to have children for the wrong reason, but it is not evident that chil-
dren would be significantly harmed by this action alone. Consider a
woman who lies about taking birth control measures in order to get
pregnant so as to keep her true love in her life. Let us grant, at least
for the sake of argument, that this is not a particularly good reason
to get pregnant. However, the child so born need not be significantly
harmed by the mother’s decision. If the parents are loving, clearly the
child is not harmed. This is especially so when we consider the alter-
native is to not to have been born. The worry, if indeed it is a genuine
worry, is not that BIG will promote adults to have children for the
wrong reasons, but that it will promote bad parenting. To flesh out
the example above, suppose a couple decides not to have children
because they do not like children. However, when BIG arrives, they
decide to have eight children to secure a large income for themselves
from their neglected children’s BIG. This would be a good case of
BIG promoting bad parenting.

But this does not encompass all cases and would hardly decide the
issue. We can just as easily imagine BIG promoting good parenting in
many cases. BIG might make parenting easier and encourage better
parenting by lowering financial pressures on a family. A detailed con-
sideration of this aspect would require us to review the likely causes
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and consequences of a variety of current public policy choices on child
rearing. Such a review is beyond the scope of this work.

The other extreme is to provide a very small BIG payment for
children that it would remove the incentive to have children just for
supplementing one’s income through BIG. For example, in an ear-
lier model of BIG, Allan Sheahen proposed a payment of $2,000 per
child.? This is significantly lower than most estimates of what it costs
to raise a child. This may not even cover food costs for ravenous teen-
agers. So, while this reduced amount may prevent prospective parents
from having children just for financial gain, it would also put a heavy
strain on single parents raising children using BIG as the sole source
of income.

A third option would be to not provide any BIG for children,
but instead use the traditional apparatus of the welfare state where
needed. So, low-income parents can apply on behalf of their chil-
dren for welfare. As with the current system, grant of welfare would
be income-based. Persons making $200,000 annually would not be
entitled to any welfare for their children, but a single parent living
solely on BIG would be eligible.

A fourth option would be a combination of the second and third
options. This would provide a small guaranteed income for each
child. This amount would be small enough to keep parents from hav-
ing children as part of some money-making scheme. Those earning
low incomes could apply for welfare to boost this amount.

As noted, the issue of BIG for children is so important and poten-
tially so divisive that it cannot be dealt with properly here. I take it
that there is near universal agreement with at least this much: chil-
dren deserve financial support either from their parents or the state,
or from both. Even hard-line conservatives who think that the state
should not support adults may agree for support to children. After
all, the usual argument that adults should take personal responsibility
does not apply to children. Since BIG is barely enough for a single
person, it is clear that something must be done for children of single
parents who live on BIG. In my discussions in this book, I will assume
that the existing state apparatus will continue to look after children of
impoverished adults. For example, there are existing programs to help
poor families raise children, and these programs should continue to
provide such support.

Let me say a little more about children in a strictly polemical mode:
the reason I do not advocate BIG for children here is zoz that I am
against children—I am a former child myself. Indeed, I think children
should get much more state support than they do at present for at least
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two reasons. The moral reason is that children are economic innocents:
they cannot work, nor can they be said to have consented to the pres-
ent economic arrangements. Second, even from a cold, calculating, and
investment standpoint, it makes sense for the state to invest more on
children. Better-fed and educated children make for more productive
adults. If you think I should say more about children, I do agree—but
just not here. Children, it seems to me, are a very special case and must
be dealt with separately. It may be that the best way to serve the inter-
ests of children is also through some sort of a BIG, or a graduated BIG.
This remains an open question as far as I am concerned. In my mind,
it is a huge mistake to think that adults and children can be simply
lumped together for the purpose of policy making.

Total Cost of BIG

The exclusion of prisoners, immigrants, and children from our calcu-
lations for BIG serves the purpose of focusing on the clearest cases for
BIG: law abiding, adult citizens. Nothing in the foregoing discussion
makes a strong case for the exclusion of prisoners, immigrants, and
children, so the present proposal should be taken as a floor rather
than a cesling in terms of who should receive BIG. That is, my claim
is that, at a very minimum, we should include all (non-imprisoned)
adult citizens. As noted, we will leave for another occasion the ques-
tion of expansion of eligibility.

We are now in a position to calculate the total cost of BIG for a
total number of 188 million eligible adults (see table 2.1).

A VarLue-Apbpep Tax

One way to pay for BIG is to institute a new tax to cover it. The pro-
posal would work for a new income tax as well, but I will explore the
idea of what is known as a “value-added tax” (VAT) to pay for BIG.

Table 2.1 Total cost of BIG for 188 million eligible adults

Item Debit Credit
US Population 316
Children under 18 74

Seniors (over 65) 44

Green Card holders 8

Prisoners 2

Total population eligible for BIG 188

All numbers are in millions.
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A VAT of 14 percent would generate sufficient money to pay for
a $10,000 BIG policy. The proposed VAT would apply to absolutely
all final goods and services. So, there would be a 14 percent tax on
food, haircuts, books, medical services, nuclear missiles, and so on.
However, consider those trying to live on $10,000 a year when the
new VAT is introduced. Suddenly, their money would not go nearly as
far. Imagine they spend $200 a month on food. After the 14 percent
VAT is introduced, the same groceries would cost $228 a month. Their
share of rent would increase from $300 to $342 a month. To have the
same purchasing power as before the new tax, those living on $10,000
a year would need another $1,400 to pay for the VAT. So this is what
I propose: increase BIG to $11,400. As should be clear, this will not
make those living solely on BIG any better off, for although they have
14 percent more money, everything will cost 14 percent more because
of the VAT. In other words, although recipients will receive more than
$10,000, it will get reduced to $10,000 after paying VAT.

We calculated the cost of BIG at approximately 1.9 trillion with-
out catering for the new tax. The higher BIG payment to offset the
increased living costs due to VAT requires funding in the order of 2.2
trillion. As noted above, the gross domestic product of the United
States (in 2014) was about 17.5 trillion dollars. A 14 percent tax on
this value would yield 2.5 trillion in revenue to fund BIG (2.2 trillion)
and also leave a small surplus (300 billion).!°

One of the more controversial part of this proposal is applying VAT
to all final goods and services in the economy. Generally, countries
allow exemptions or reduced rates of VAT such that, for example,
a 10 percent VAT might typically bring in about 4 percent revenue
as a ratio of GDP.M This is referred to as a yield ratio, and for many
nations the yield ratio is between 0.3 and 0.4, with Mexico marking
out one end of the range at 0.28 yield ratio and New Zealand the
other end, with 0.69. What this means is that if the 14 percent VAT
is applied in a typical fashion, it would yield far less than is calculated.
Even if New Zealand’s high yield could be achieved, it would mean
that a 14 percent VAT would fall short of the target 2.2 trillion by
about half a trillion dollars. A VAT of about 18 percent would then
be necessary to make up the shortfall.

The primary reason for applying a single rate of VAT across all sec-
tors of the economy is to collect as much tax as possible. Inevitably, if
countries decide to levy VAT at full rate to only some items and at a
lesser rate on others, the tax base shrinks.

So, why do countries allow exemptions and reduce VAT on cer-
tain items? The answer is that there is a concern that VAT applied at
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an even rate across all goods makes it a very regressive tax. That is,
unlike income tax, which tends to have a progressively higher rate for
larger incomes, VAT is a flat tax, which tends to hurt the poor more.
The objection, then, is that though it may make sense to have a VAT
on luxury items, taxing basic necessities will hurt the poor. In other
words, to help the poor, it is better to have a high VAT on yachts and
a low or no VAT on food.

The counterpoint to VAT as a regressive tax is that the BIG divi-
dend more than makes up for this for most people. In other words,
most people will pay far less than $950 in VAT each month but
will receive a $950 dividend check each month to make up for cost
increase due to VAT. Focusing on the idea that the tax is regressive
fails to take into account both sides of the equation: the tax debt and
the BIG dividend. So it is possible to keep a large tax base and avoid
the regressive tax criticism simply by topping up BIG to account for
VAT for the poorest.

One area of this proposal that is particularly controversial is that
VAT should apply to government purchases. Typically, governments
excuse themselves from any kind of VAT. If the government buys a
nuclear missile, for example, such a purchase would be classified as a
final good or service, but it would be exempt from VAT. Government
expenditures account for approximately 15 percent of the GDP, which
works out to approximately $2.6 trillion.!? This means that VAT on
government expenditure works out to about $370 billion. These addi-
tional funds could be raised by either cutting many of the existing
welfare programs, which will become redundant with BIG anyway
(see below), or cutting the bloated military budget. If we did both,
we would actually have a budget surplus (see below).

You SuourLp (ProBaBLY) LoveE A NEw Tax

Of course, a new tax will raise additional worries. Who would want
to pay an additional 14 percent tax on top of existing taxes? However,
this question is misleading. The question, at least in self-interested
terms, should be, “how much do I net?” rather than “how much do
I pay?” I claimed earlier that most people would net more on this
proposal; it is time to see this in more detail.

Suppose your salary is $50,000 per annum. A new tax of 14 per-
cent would mean $6,100 in additional taxes. Yes, that is a lot out of
a salary of $50,000. But remember too that you receive $11,400 in
yearly BIG payments. So, under the proposal, your new total income
is $61,400 (your $50,000 salary plus your $11,400 BIG payment).
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If you consider your total income, your contribution to VAT would
be $7,540, meaning that you would be actually earning $53.859, or
nearly $4,000 more, on this proposal. The following graph illustrates
the relationship between income, VAT, and BIG (figure 2.1).

It may help to walk through some of the information in the graph.
The lighter dashed line represents the proposed BIG payment. It is
constant for everyone: this is the by-now familiar point that BIG is
exactly the same for everyone: from the homeless veteran, to Bill
Gates. The darker dashed line represents VAT, which everyone pays.
The smallest contribution to VAT is $1,400, which a person living
solely on BIG would pay. Unlike the current income tax system, the
proposed VAT is a “flat tax,” meaning that the same percentage is
paid no matter what a person’s income. Someone making $10,000
a year pays 14 percent, as does a person making $100,000 a year,
or even $100 million per year. The darker solid line represents a
person’s income in the present system. The lighter solid line repre-
sents the change in income (after paying VAT). In other words, the
red line represents present income plus the BIG payment of $11,400
minus a 14 percent VAT.

The vast majority would do better under this proposal even though
it includes a large new tax: anyone making between 0 and $81,000 a
year would be monetarily better-off. Over 90 percent of the popula-
tion has a net personal income that falls below the crossover point.!3

120,000
100,000 ~
80,000 ~
60,000 -
40,000 -

20,000

—— Present Income —— New Net Income ---- VAT ---- BIG

Figure 2.1 The relationship between income, VAT, and BIG
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As noted, it is a very simple formula to illustrate that most would
do better under BIG and that a 14 percent tax is hardly draco-
nian. The top income tax rate for high income earners at present is
39.6 percent. So, the maximum that a higher income earner would
pay under this proposal is 53.6 percent (39.6 percent income tax plus
14 percent VAT).

While this may seem like a lot, remember too that this is a maxi-
mum. The difference between the theoretical maximum and the
actual tax paid (the effective tax rate) is enormous. The top 20 per-
cent in terms of income earned pays only 20.1 percent income tax on
average, and the top 1 percent pay a mere 20.6 percent.' In effect,
then, the difference between the maximum and the actual income
tax rate is about half. So, the present proposal for the top 1 percent
would increase the effective tax rate to nearly 35 percent. Or to put it
another way, if all the loopholes were closed and the richest taxpayers
actually paid 39.6 percent, then they would be much worse off.

Again, this only applies to the super income earners. Consider how
well someone making $100,000 a year would fare under the proposal.
Looking at figure 2.1, we can see that they will fare less well, but
the difference is almost imperceptible on the graph. The difference is
actually $2,281 in additional taxes. This would only change the effec-
tive tax rate by 2.3 percent for those in this income bracket.

It may help to note that historically the highest rate for top earn-
ers was much higher. For most of the twentieth century the top
rate was higher, reaching a peak during World War II at 91 percent.
Historically, and though being average among the developed nations,
US income tax is among the least progressive.'® Again, I am not try-
ing to defend my suggestion at this point, only putting it in some
context.

I have assumed that nothing would change in terms of other taxes,
but we should briefly consider this simple assumption. With BIG,
there would be a greatly reduced need for income tax to support wel-
fare programs. These monies could then be used to reduce the deficit
or offset future increases in income tax. The amount, which, as we
will consider below, works out to $400 billion, is sufficient to offset
VAT on government expenditures.

A VAT is a straightforward means to pay for BIG, and instituting
VAT would also assist with another problem the United States faces.
This problem has to do with taxes and international trade. The sleep-
inducing powers of the US tax system are exceeded only by those of
international tax codes and agreements, so I will be brief. Basically,
income tax is a tax focused on producers while VAT is a tax focused
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on consumers. European nations have VAT and income tax, but it will
help to assume that all their taxes come through VAT. When export-
ing goods to Europe, US companies must pay tax as a producer and
then, when the goods arrive in Europe, consumers are charged VAT.
When Europeans export goods to the United States, they do not pay
VAT, and Europeans do not pay American income tax. So, goods
exported from the United States are taxed twice (once on American
producers and once on European consumers) while European goods
are not taxed at all. This is a greatly simplified description, but it is
in essence the truth. If the United States introduced a VAT, it would
put the country on a fairer playing field with the rest of the world in
terms of international trade. There are only two reasonable options
for rectifying the current situation. One would be to change interna-
tional trade laws to alter how VAT and income tax applies to imports
and exports. The chances of doing this are slim to none. As noted, the
United States is the lone holdout that does not charge VAT, and so
other countries are not going to be particularly motivated to change
a system that now favors them. The only realistic choice is for the
United States to change to the model that most other nations have
adopted. As it stands, US companies are forced to compete with a
heavy tax disadvantage; a situation that does not seem tenable in the
long run.

A New FEpeErAL BuDpGeT

In this section, a second proposal for garnering funds for BIG will
be explored. Instead of a broad new tax, this proposal involves prob-
ing the dank underworld known as the “US Budget.” We will follow
the late Allan Sheahen’s lead here in reworking the budget to pay for
BIG.'® The basic strategy is to close tax loopholes, look for additional
revenues, and eliminate unnecessary budget expenditures.

EliminateT axL oopholes

In terms of adjusting the tax code, the single largest way to contribute
to the 1.9 trillion necessary for BIG will be to eliminate the many
tax loopholes currently in play. This will result in an additional $820
billion in revenue to help finance BIG.!” Before you sign on, you will
probably want to know that there are 169 tax loopholes in the current
system, and you are almost certainly a beneficiary of one or more of
these. We will not go through them all here. I can tell you that, as a
group, there is no rhyme or reason for their existence.
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The IRS lists 169 “Tax Expenditures.”'® What the IRS calls “tax
expenditures,” the rest of us call “tax loopholes” or “tax deductions.”
What is the difference between a tax expenditure, a tax deduction, and
a tax loophole? Absolutely nothing. Well, nothing other than whether
one thinks the deduction is fair or not. In terms of the national bud-
get, there is no difference. Every deduction or loophole claimed by
one person must be paid by someone else.?

Here’s an example of one of the ragbag of special interest tax deduc-
tions: “Temporary 50 percent expensing for equipment used in the
refining of liquid fuels.” If you do not know what that means, let me
help you. I looked it up and it is a special tax advantage for petroleum
refineries. Why the petroleum industry would need a special deduc-
tion when their corporate profit rates would make even Mafia dons
blush is beyond me. In any event, this deduction put the country
another $750 million in debt in 2011. With the present proposal, the
petroleum industry will have to get along without this tax loophole.

More familiar is the homeowners’ mortgage deduction. This is a
deduction that at least makes a bit more sense. The deduction was
instituted to help people buy their own homes. Although I can see
the point of helping out low income owners to buy their first home,
the majority of the deduction is not used for this purpose. Did you
know that it is possible to write off interest payments on your 100-
foot yacht if you live on it for more than two weeks in a year??® The
homeowners’ deduction added another $80 billion dollars of debt.
And whatever good comes from it, we should still eliminate it on the
principle of “no double-dipping.” Most of the poor and the middle
class will be better-off under our proposal. A low-income earner who
gets the benefit of BIG will be much better-oft than going without
BIG and availing of the home interest income deduction.

Indeed, I am against all tax deductions, in principle, because they
obfuscate how the tax burdens and benefits from the government are
distributed. As mentioned, every deduction means someone else must
pay. If there are certain positive results from the loopholes that we
would like to remain, because we perceive them as socially beneficial,
then they should be clearly marked as such. For example, at present,
it is possible to claim a deduction for certain employer-provided day
care benefits, and certain tax breaks are given to foster parents. If
we want to retain these benefits, then the government should issue a
check for the amount equivalent to the deduction rather than allow it
as a tax deduction. In terms of the national deficit or surplus, this will
not make a difference. But it will make a difference to public percep-
tion of the matter.
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Here is how it would work. Suppose the tax deduction at present
for employer-provided child care works out to $400 a year. On my
proposal, you would pay the $400 extra in taxes, since there are no
tax deductions, but receive a check from the federal government for
$400 to offset the increased tax. Financially speaking, of course,
this is a complete wash: paying $400 more in taxes and then get-
ting $400 back from the government is revenue neutral. Similarly,
suppose for some reason we think that the oil refining industry
should get money from the federal government. Since there are no
tax deductions, the industry would pay the full tax rate. So the
refining industry will pay an additional $750 million. However, the
federal government would issue a check to the individual indus-
tries to the tune of $750 million. Each check would have the head-
ing “Corporate Welfare Provided by the Federal Government.”
Compared with the current system, the corporations sit exactly the
same, financially speaking.

The whole point of this exercise is transparency. I am not suggest-
ing that the refining industry should actually get this much in federal
welfare. Rather, I believe it will make clearer to the taxpayers what
is happening with federal revenues. I suspect people will be much
more up in arms if they realize that the federal government provides
$750 million in corporate welfare to the refining industry, rather
than providing a tax deduction of $750 million. In some ways, this
should strike us as surprising, since, as we have said, they are exactly
equivalent in terms of revenue. All that changes is perception. And
issuing a check with “Corporate Welfare” in the title better shines
a light onto Washington where the interests of the plutocrats pull so
many strings.

The total tax deduction works out to 1.025 trillion, and all of
these will be eliminated on the present proposal. Our proposed bud-
get takes only 80 percent of this revenue resulting in 820 billion in
savings, meaning that there will be 205 billion that can be used to
offset the increased tax rate for the most deserving. Exactly how this
205 billion will be spent will be open to negotiation. On the present
proposal, however, this 205 billion will not be given as a deduction
but as a payment from the federal government. Again, this will not
make one iota of difference in terms of revenue, but it will increase
transparency. Among the clearest cases for a tax deduction at pres-
ent are deductions for the blind. Although the deductions would be
eliminated on the present proposal, they would be replaced by a check
from the federal government for the corresponding amount, which
would come from the 205 billion pool of funds.
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Elimination of Standard and Personal Deductions

Another $300 billion is saved in removing standard and personal
deductions. One of the impetuses for these deductions was to help
the working poor. The basic idea behind both deductions was to
say, in effect, “we won’t tax any income below subsistence level.”
For example, the standard deduction for single persons is $6,100,
which means that the first $6,100 in income is not subject to income
tax.2! Of course, in practice, the standard deduction has not kept
up with inflation, so now it is about half the official poverty line.
In any event, with BIG, there would be no standard or personal
deductions.

To work through an example, consider someone who can only
find part-time, minimum-wage work and earns $6,200. Presently,
he would pay income tax only on the last $100, so about $15 in
income tax for a net income of $6,185. With BIG, every dollar
in income will be taxed. So the same person would pay $930 in
income tax. However, his total income would rise and it would net
$15,270.22

Elimination of Different Tax Rates for Individuals and Couples

Presently, there are different ways of reducing income tax for fami-
lies. The categories are “Married Filing Jointly,” “Married Filing
Separately,” and “Head of Household.” An additional $60 billion is
raised by eliminating these tax loopholes.?® The reason this is more
than fair is that BIG is paid on an individual basis. Certainly, it would
not be fair if BIG were paid per family, that is, if each family received
$10,000. So, a married couple would receive $20,000, that is $10,000
cach, under BIG. Thus, overall, middle and low income couples will
still benefit financially even when these tax loopholes are eliminated.

Uniform Payroll and Income Tax

An additional $220 billion will be raised if the 12.4 percent payroll
tax is applied uniformly. Presently, it magically disappears for incomes
above $106,800. If you wonder why it suddenly disappears at this
level, ask your favorite plutocrat.

Hiking the capital gains tax from 15 percent to 35 percent will
raise another $88 billion per year. The fact that capital gains are taxed
at such a low rate is one of the more bizarre tax decisions, at least
from the perspective of fairness. After all, as Warren Buffett points
out, it seems bizarre that those performing mental and physical labor
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Table 2.2 Additional revenues by bringing changes to US tax policy

Item Debit (in billions)
Eliminate 80% of 169 tax loopholes 820
Standard and personal deductions 300
Elimination of joint filing 60
Uniform Payroll Tax 220
Capital Gains Tax raised to labor rate 88
20% Surcharge on income over $1,000,000 129
Total revenue increase 1,617

should be taxed at a higher rate than capital gains; capital does not
toil or sweat.

Surcharge on Incomes Over One Million

A 20 percent surcharge on income over one million would gener-
ate $129 billion in revenue. Do not worry, this tax does not apply
to you. It does not even apply to most of the so-called 1 percent. In
fact, 90 percent of the elite 1 percent would not be affected by this
surcharge, since only 0.1 percent of individuals or houscholds earn
over one million in income.

TotalA dditionalR evenues

Table 2.2 summarizes the additional revenues by bringing some
much needed changes to the convoluted world of US tax policy. The
additional revenues are almost enough to pay for BIG without any
further changes.

BubpGeT Savings

In this section, we will propose two major cuts to the US budget:
welfare and military payments.

CutW elfare

There are over 100 federal programs to help the poor, including food
stamps, unemployment insurance, and make-work pay tax credit.
These add up to over $460 billion.?* Most of these will not be neces-
sary with BIG. We propose to cut $400 billion from the budget. This
will still leave $60 billion for those not covered by BIG and those who
may need additional assistance.
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End the Empire: Cut the Military

President Eisenhower was incredibly prescient in proclaiming the
dangers of the rise of the military industrial complex. Consider that
much of the current budget shortfall is due to the huge expansion of
the US military budget. It went from $265 billion to $700 billion in
just over a decade. It has recently inched down to $640 billion. BIG
will be paid for, in part, by cutting back the budget by $300 billion
to the year 2000’s level of funding.?®

It may be objected that such a drastic cut would leave the country
vulnerable to attack. Let me make two responses to this.

First, with funding at $340 billion, the budget is still huge in
absolute and relative terms. Consider that a budget of $340 billion is
equivalent to the combined budget of the next three largest military
spenders (China, $188 billion; Russia, 88 billion; and Saudi Arabia,
67 billion).2¢

Second, a reduction in the military budget would make the coun-
try safer. This may sound paradoxical to many Americans, but to the
rest of the world, the point is probably too obvious to make.

Ostensibly, the large build up in the American military since 2000
is to fight the war on terrorism and the wars in the Middle East.
When such huge amounts are being spent, you would think the gen-
eral public would be much more interested in whether the funds are
achieving their desired ends. Consider this: I have asked many of my
students, “why do terrorists hate the United States?” Quoted here is
a typical answer that, if graded, would fail:

They hate us, not because of anything bad we’ve done. This has noth-
ing to do with any aggression on the part of the United States of
America. It has nothing to do with anything America is taking from
anyone. It has nothing to do with Israel and Palestine. They hate us for
the freedoms that we have and the freedoms that we want to share with
the world, because the freedoms that we have and the freedoms that
we want to share with the world are in conflict with their perverted
interpretation of their religion, their maniacal, violent, and perverted
interpretation of their religion in which they train their young people
to be suicide bombers, and they train them to hate you and despise
you, and they train them to hate your religion, and to not allow you
to have religion of your own, or anyone else. They hate us for the rea-
sons that are the best about us, because we have freedom of religion,
because we have freedom for women, because women are allowed to
participate in society, because we have elections, because we have a free
economy. Well, we’re not giving that up, and you’re not going to come
and take it from us.?”
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This is Rudi Giuliani’s take on the reason for terrorism. The for-
mer mayor of New York uttered this nonsense while running for the
Republican nomination for president. The overwhelming consensus
of academics who have studied the causes of terrorist attacks against
the United States is that primarily terrorists get incited to react against
what they see as an Imperialistic American Empire.?8 The thought
that this is merely the opinion of left-leaning academics is belied by
the comments by another Republican candidate:

The reality is that our military presence on foreign soil is as offensive
to the people that live there as armed Chinese troops would be if they
were stationed in Texas. We would not stand for it here, but we have
had a globe straddling empire and a very intrusive foreign policy for
decades that incites a lot of hatred and resentment towards us.

According to our own CIA, our meddling in the Middle East was
the prime motivation for the horrific attacks on 9/11. But instead of
re-evaluating our foreign policy, we have simply escalated it. We had
a right to go after those responsible for 9/11, to be sure, but why do
so many Americans feel as if we have a right to a military presence in
some 160 countries when we wouldn’t stand for even one foreign base
on our soil, for any reason? These are not embassies, mind you, these
are military installations. The new administration is not materially
changing anything about this. Shuftling troops around and playing
with semantics does not accomplish the goals of the American people,
who simply want our men and women to come home. 50,000 troops
left behind in Iraq is not conducive to peace any more than 50,000
Russian soldiers would be in the United States.?®

These are the words of Republican Presidential candidate Ron
Paul. Ron Paul’s point here seems pretty obvious to the rest of the
world. But it is pretty hard for many Americans to parse: many people
object to American troops in their country.

To be clear, I am not suggesting that the way to make America
safer is to reduce the military budget—at least not directly. I am say-
ing that the way to make America safer is to reduce its military foot-
print: reduce the huge global presence of the American military and
stop throwing the US military might around. A smaller global pres-
ence will require a smaller budget. In terms of policy, it might help
to simply cut the budget. This would force the military to reduce its
presence overseas. Our military’s massive overseas presence is what
makes us so many enemies and what drives up costs for taxpayers.

America needs help, it is a junkie hooked on war. The military-
industrial complex that Eisenhower warned us about is the primary
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beneficiary of a huge global empire. After the Vietnam experience,
many Americans are hypersensitive about supporting men and women
in uniform. But it is hardly a subtle distinction to say: “I support the
men and women in arms but not the agenda of the military-industrial
complex.” Indeed, since it is the agenda of the military-industrial com-
plex that gets so many soldiers needlessly killed overseas, to effectively
support the former requires being against the latter. Any action that
requires the sacrifice of American men and women in combat should
have proper representation from all strata of society: 1 percent of the
US military should be made up of folks from the 1 percent wealthiest
portion of the population. Until then, there is a serious worry that
the poor are being used as cannon fodder for the military-industrial
complex. As with any junkie, the first step to recovery is admitting
there is a problem.

TotalB udget$ avings

By cutting welfare and the military budget, we yield $700 billion in
savings (table 2.3).

New BubpGeT

The surplus is $377 billion, which is about what is needed to pay
for this year’s projected deficit under the old budget. So the proposal
would yield close to a balanced budget (table 2.4), given the projec-
tion of a $483 billion dollar deficit in 2013.3°

Table 2.3 Total budget savings

Item Debit in billions
Welfare cuts 400
Military cuts 300
Total budget saving 700

Table 2.4 New budget

Item Debit in Billions Credit in billions
Cost of BIG 1,930
Additional revenues 1,617

Budget cuts 700

Subtotals 2,317 1,930

Total cost (surplus) 387




PAYING FOR BASIC INCOME GUARANTEE 4 37

UniversaL HEavTtH CARE

I have kept the biggest savings for last. Let us follow suit and use the
rhetoric of the American right and call government funded health
care “socialized medicine.” On a per capita basis, the United States
spends more than almost all other economically advanced nations
(other than Norway and the Netherlands) on socialized medicine.3!
So the country is a world leader in socialized medicine: the US gov-
ernment spends more on health care on a per capita basis than coun-
tries with universal health care such as Canada, the United Kingdom,
France, Germany, and Italy. This ought to strike us as very puzzling:
how can the United States spend more per capita on socialized medi-
cine when it does not have universal health care? That is, when many
citizens are covered by private insurance or no insurance at all?

It is a fact that the United States spends so much more on health
care on a per capita basis than any other nation. The average of the
developed nations is 9.5 percent of gross domestic product.?? The
United States spends nearly twice that, at 17.6 percent.?® The pro-
posal here is to model the US health care system after Canada, which
spends 11.4 percent and provides universal health coverage. The sav-
ings to the economy works out to $893 billion dollars. (US gross
domestic product is $14,419 billion and a Canadian-style system
would save 6.2 percent, which works out to $893 billion.)

Note that it would be widely utopian to think that these saving
would be realized the first year. Switching from the present system
to a Canadian system would have all sorts of legacy costs. For exam-
ple, thousands of administrative positions would be eliminated as all
medical billing is streamlined into a single payer system. It might
take five or ten years before the full savings of universal health care
are realized.

But what about the quality difference in health care between the
two systems? Some argue for the superiority of universal health care
systems in terms of measures such as infant mortality and life expec-
tancy. The United States lags in these statistics compared with coun-
tries with universal health care. The country also lags in terms of
“amendable mortality”—deaths that could have been prevented with
medical treatment.?* Defenders of the US system will point to pos-
sible social factors that might explain these differences: violence, pov-
erty, and obesity, for example.

The most common criticism of the Canadian system by apolo-
gists for private medicine is the “wait times.” Here the old adage that
there are three types of lies seems appropriate: “Lies, damned lies,
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and statistics.” To examine the problem, let us work out an example.
Suppose we randomly sample 100 people needing hip replacements
in both Canada and the United States. In Canada, let us suppose the
average wait time is six months. In the United States, 90 patients wait
three months, and 10 never get the hip replacement because they lack
insurance. The average wait time for those who get surgery is lower,
but how do we factor-in the last ten. We could just ignore them and
then say that the average wait time in the United States is half that
of Canada. Or we could add up the number of months the patients
live and then consider that as part of their “wait time.” Say the ten
patients live another ten years each, on average. Then the average
wait time in the United States jumps to 14.7 months. Or we could say
that since these ten never receive hip replacements, their wait time is
infinite, and so the average wait time in the United States is infinitely
long. If we include those that are not treated at all, then clearly the
wait times are much longer in the United States. My point is not that
any of these measures are in fact correct, but that there are clearly
important assumptions about who is counted and how.

Although many of the commonly used measures for evaluating
national health policy favor the Canadian system, the differences
in the system between countries are quite small and could easily be
explained by causes other than differences in health policy. The two
most significant differences clearly favor the Canadian system. First,
the Canadian system covers everyone. Second, it does so much more
economically, the US system costs nearly a trillion dollars more.
There is absolutely no indication that the additional trillion dollars
buy the average American significant benefit. Admittedly, it does
serve the interests of some, including the wealthiest. So, no single
health system will appeal to the interests of everyone. Hard choices
must be made: should we have a system that benefits the majority or
the wealthiest? The present system, even in its revised “Obamacare”
form, favors the latter.

It may be objected that if we opt for a Canadian-style health
care system, taxes would have to go up dramatically to finance the
increased cost. The answer to this is the mind-blowing statistics I
detailed above. The US government already spends more than Canada
per person. 1 say this is mind-blowing for obvious reasons: private
health care currently costs many middle- and lower-class Americans
a huge chunk of their salaries. Americans could have universal cov-
erage modeled on the Canadian system and taxes would actually
decrease.
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CoNcLUSION

It should be emphasized that the aim of this chapter is to show that
it is, in principle, possible to generate revenue to pay for BIG. When
the time comes to get down to the nitty-gritty of actually changing
tax policy and government expenditure, it would be wise to weigh
more options than just the two considered here. After all, there are
many permutations and we should sort through these carefully. For
example, a higher VAT of 25 percent, like that of some European
nations, on a smaller section of the economy might work better than
14 percent across the board. Another possibility would be to combine
the two proposals, for example, a smaller VAT, say 8 percent, with the
plugging of fewer tax loopholes.

So, the intention of this chapter is not to offer something like
a blueprint for reform. A serious effort at reform would no doubt
involve dozens of economists and policy analysts considering dozens
of proposals regarding the best way to finance BIG. These analyses
would probably fill a book several times the size of this one. What is
offered here is something far less ambitious: a “back of the envelope
calculation.” The point to be emphasized is simply that there is abso-
lutely no economic reason that a BIG could not be financed. Recall
that it represents only 11 percent of the entire economy. Politically,
it might be difficult to get the changes passed, but that is a different
sort of objection (which we will consider briefly in chapter 8).



CHAPTER 3

Fulltime Capitalism: Basic Income
Guarantee as a Dividend from

State Capital

INTRODUCTION

So far, I have described BIG and argued that we could easily pay for
BIG if we chose to. Most of the remainder of the book is an attempt
to persuade you that you should support BIG.

For many readers, one argument for BIG is implicit in the previous
chapter: BIG is in your self-interest. As noted, BIG would improve the
financial situation of most people. Of course, if your income is in the
top 10 percent or so, then in purely self-interested terms, you ought
to be against BIG. After all, the current sociopolitical situation has
been carefully crafted to your advantage. Why change a good thing?

It is not clear how much stock we should put in an argument that
appeals to self-interest. Consider that there is a long-standing debate
about how voters should vote: should you vote what is best for you
or best for your country, as Rousseau thought?! As is often noted,
voting patterns are perplexing if voters are assumed to vote for their
economic self-interest. Many poor areas of the United States vote
Republican and many rich areas vote Democrat. This seems to belie
the fact that the poor tend to do better economically under Democrat
fiscal policy rather than Republican. There are many possible expla-
nations for this voting pattern, one among them is that people vote
for what they think is best for the country rather than what is best
for themselves.

Fortunately, we do not need to decide the question of whether
people should vote in a self-interested fashion or in what they perceive
is the best for the country. As we shall see, both oars pull in the same
direction.
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This chapter argues that a good case for BIG can be made on
the basis of capitalism. This may seem surprising, since in chapter 1
we noticed that BIG is often thought to be a compromise between
capitalism and socialism. The thumbnail version of the argument that
capitalism can be harnessed in support of BIG is as follows. We are
all rich stockholders in state capital. A dividend from this wealth is
sufficient to provide us with BIG. The money that should go to BIG
in the form of dividend actually subsidizes the rich in this country. In
other words, from a purely capitalistic perspective, we should see that
the poor are subsidizing the rich.

Put another way, the argument of this chapter is that citizens of
the United States are asset-rich. This will no doubt come as a sur-
prise to poor minimum-wage earners, students struggling to decide
whether to buy food or books, the unemployed desperate for any
job, homeless people eating out of garbage cans, and so on, but it
is true. Consider someone who has a valuable asset, such as land or
stocks, but is cash-poor because she is not making an income oft her
assets. What this person needs is a way to leverage her assets to make
an income. Similarly, American citizens own high-value assets in the
form of state capital. As good capitalists, they should seek to make an
income from these assets. This chapter is a call to make more income
from state capital.

CAPITALISM

The first thing we need to think about is capitalism itself. Typically,
capitalism is thought of as the combination of two components: pri-
vate ownership of capital and a free market where goods are bought
and sold. The following definition is fairly standard in wedding these
two ideas in defining capitalism:

An economic system characterized by private or corporate ownership
of capital goods, by investments that are determined by private deci-
sion, and by prices, production, and the distribution of goods that are
determined mainly by competition in a free market.?

The two ideas are separable. Imagine a small agricultural country
where extended families own farms. There is a strong tradition of
economic independence. Each family does as much as possible to be
self-sufficient. Any trading with other farms is done only in emer-
gency situations and results in a loss of status for the farm initiating
the trade. In such a country, there is private ownership of capital—the
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farms and farm equipment—but little free market. Alternatively, we
can imagine another country where the king owns all the businesses,
land, and equipment in his kingdom. He has businesses compete
against each other in a ruthless free market. The king rewards hand-
somely the managers and workers who do well in the free market,
that is, those who turn above-average profits. The managers and the
workers of the least successful business are publicly flogged. The king
sits back and delights in the cutthroat competition. Wealth earned
by employees can be used on personal luxury goods, but anyone
attempting to start a business to compete with the king’s assets faces
the prospect of summary execution. In both countries, capitalism as
we know it is absent: capitalism requires both the private ownership
of capital goods and free markets.

Marxism

Our next step is a very cursory understanding of Marxism. But first
a caveat: one way to try to keep American children in line is to tell
them that if they do not behave, Karl Marx will get them. Good
bourgeoisie parents will check under their children’s beds for Marx
to reassure anxious American children at bedtime. Yes, this is a bit
hyperbolic, but it is no exaggeration to say that Marx is the béte noir
of American politics. True, many bad things were done in the name
of Marxism; for example, the Soviet system of industrialized death
and the Cultural Revolution in China took tens of millions of lives
each. Of course, many bad things have been done in the name of
Christianity too. If we do not blame Christ for the genocides com-
mitted in his name, then surely we must ask why the same reasoning
does not apply to Marx. I am not saying that you should believe in
Marxism. I am saying that many readers in the United States and
other parts of the world need to throw oft a lot of indoctrination to
consider Marxism logically and dispassionately.

Let us think first a little about coercion: suppose you are held up
at gunpoint by a thug who says, “your money or your life.” Do you
have a choice in this situation? Yes, in one sense: you really can choose
between your money and your life. (Let us assume that you have
good reason to believe the thug will not steal from your dead body.
He is from a rare breed of honest murderers.) But you do not have a
choice about whether you are subject to the coercion of the thug. In
other words, you have a free choice within this coercive relationship
imposed by the thug, but you do not have a free choice about adopt-
ing the coercive relationship.
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Marx said similar things about capitalism. In a capitalistic econ-
omy, workers are free to take a job offer from another employer. In
important respects, then, capitalism offers economically lower classes
more freedom than earlier economic systems; for example, neither
slaves nor serfs were free to take up job offers from different masters
or lords. So, although capitalism offers greater freedom for the eco-
nomically disadvantaged classes than slavery or feudal societies, it is,
according to Marx, still coercive, since workers are not free to choose
to work in a noncapitalistic society. In other words, workers are free
within capitalism but not about adopting capitalism.

Why would workers want to choose something other than capital-
ism if it is a freer economic system than slavery or feudal society? The
short answer is, according to Marx, even freer societies are possible:
Marx thought that some forms of socialism and communism offered
even more freedom.

According to Marx, private ownership of the means of produc-
tion permits capitalists to operate like vampires sucking time out of
workers. The point may be illustrated with a simple example of two
identical factories in two different economies. The pay at factory A
in a capitalist economy is $10 per hour. A hundred workers receive
this wage from the factory owner. The factory nets $15 per hour, so
at the end of the eight-hour workday, the capitalist earns $4,000.
Factory B is in a socialist economy and is owned by all those who
work there. Their pay is $15 per hour and so there is no surplus profit
to distribute.

Marx claims that workers are freer in factory B than in factory A
for the most obvious of reasons: their additional earnings translate
into more freedom. For one thing, if the workers in factory B were
content with earning $80 per day like their counterparts in factory
A, then they would need only work 5.33 hours, meaning they would
have 2.66 hours more free time every day. Or they could choose to
work 8 hours like those in factory A and use the additional income to
make monetary choices that would be beyond the reach of those in
factory A on a lower income. So, what the capitalist will describe as
making a profit, Marx will describe as the siphoning oft of time and
freedom from workers.

The capitalist will dispute the Marxian analysis here by pointing
out that no one forces workers to work in factory A. They are there
of their own free will and so there is no sense in which capitalism is
coercive or analogous to slavery or feudal society. But, as intimated
above, workers are not offered the choice of working for capitalists or
adopting a socialized model of ownership of the means of production.
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Rather, the choice the average worker faces is to work for capitalists
or starve. In other words, the Marxian analysis is that capitalists offer
this choice to workers, your life or a portion of your time and free-
dom, the same choice offered by the thug.

This relatively simple point seems to go unappreciated by many
authors. The following quote from the eminent professor of law,
Richard Epstein, is emblematic of how to misunderstand Marx on
this elementary point:

To the determined Marxist or his modern sympathizers, however,
exploitation often carries the more cynical connotation that one side
of the transaction is left worse oft than he would have been if he had
never entered it at all.

But this view of exploitation offers no explanation as to why some-
one down on his luck would choose to make a contract that left him
poorer than before. Many contracts are performed on a repetitive basis:
the ordinary worker can quit at any time and yet frequently will return
to work day after day. He obviously does so because he thinks that this
opportunity is better than any of his alternatives, and it would be an
odd form of assistance to ban him from that line of work altogether.?

Marx would agree with Epstein here that within capitalism the
worker is better-off to repeatedly contract with an employer, given
that the alternative is to be penniless and perhaps living on the street
eating from garbage cans. So, yes, the worker is free to quit and free
to eke out an existence on the street. Similarly, if I am held up at gun-
point repeatedly, it is always a good choice to give up my money and
save my life. My complaint in this instance is not that I am left worse
off by having my life spared as I am relieved of my money. Rather, the
complaint is that I am forced to make such a choice. Similarly, Marx
says that workers are forced to make a choice within capitalism: either
have capitalists skim some of your labor or starve. Notice that Epstein
is making comparisons about how choices are advantageous within a
capitalistic system, which is to say that he has entirely missed Marx’s
point. Marx claims there are economic arrangements that make for
greater freedom for workers than what capitalism offers. To point out,
as Epstein does, that there is a certain amount of freedom within a
particular institutional arrangement, that is, within capitalism, is the
most facile understanding.*

It is worth emphasizing at this point that I am not saying that
Marx is correct or incorrect. Rather, the point is this, we need to at
least understand Marx better than Epstein does before making any
such judgments.
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InvERTED MAarxisMm: A Purer ForMm oF
CAPITALISM

Marx makes two important claims: socializing ownership of the
means of production would lead to increased freedom for workers,
and capitalism is inherently unjustly coercive. Both claims have been
challenged. A common response to the first claim is that workers
would not be (or are not) freer under a socialized ownership of the
means of production. Proponents of this view might point to the inef-
ficiencies of socialist economies. Workers often have to work as many
hours as their counterparts in capitalistic economies for less money,
and so Marx was wrong to think that socialized ownership of the
means of production would result in more freedom.

The second claim, that capitalism is inherently unjustly coercive,
has been challenged in two ways: it has been argued that private own-
ership of the means of production is coercive, but not unjustly so,
and that the private ownership of the means of production is not
coercive.

For present proposes, we will follow suit with the critics of Marxism
and reject both claims by Marx. That is, we will accept, at least for the
purposes of argument, that socialism will not lead to more freedom
for workers, and that private ownership of the means of production
is not unjustly coercive. What I want to suggest is that neither is suf-
ficient to vindicate the contemporary version of capitalism. To show
this, I propose to turn Marx’s argument on its head. We should con-
sider what it would mean to privatize all the means of production.

To see why it is plausible to think that not all the means of pro-
duction have been privatized, we should attend to the fact that capi-
talism comes in degrees: countries can be more or less capitalistic.
One dimension of particular interest is the degree to which one can
attempt to use one’s capital, that is, one’s assets, to generate a profit.
So, for example, two countries are otherwise identical but country
C allows its citizens to make a profit on owning real estate, whereas
country D does not. In this case, we should say that country C is more
capitalistic than country D. We will denote this by saying capitalism
is a gradable concept; economies can be more or less capitalistic. Not
every concept is gradable in this way. A classic example is pregnancy,
pregnancy does not come in degrees.

The gradable aspect of capitalism is further confirmed when we
note that profits might be limited and prohibitions might exist on
making profit on some assets in certain ways. As an example of the
former, suppose country E is just like country D, but then attempts to
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become more capitalistic by lifting the prohibition on making money
on real estate. People renting homes start complaining to their gov-
ernment representatives as their rents go up, so the government puts
in rent controls, which limits the amount rents can rise in any given
year. Rent controls limit the amount of profit that real estate capital-
ists can generate, still, country E is more capitalistic than country D,
since it allows at least some profit to be made on real estate. However,
E is not as capitalistic as country C.

Countries often allow particular forms of capital to be used for
some profit-making purposes, but not others. The ownership of a
gun might be part of the business assets of a guide who takes rich
people on hunting trips. The gun, however, cannot be used as part
of a hit man service. So, there are always limits on how assets might
be used to generate profits. A more recent example is the change in
policy about using automobiles to generate profit. It has long been
the case that one can use one’s car as part of some businesses in an
attempt to make a profit, for example, real estate agents use cars to
drive clients around to look at homes put for sale. Some jurisdictions
lately have lifted bans on using private automobiles as taxis. Uber
matches people wanting rides with drivers willing to offer rides for
a price. Jurisdictions that allow Uber to compete with taxi services
are purer forms of capitalism (other things being equal) because they
allow one to use one’s capital (in this case, one’s car) in more ways in
attempts to generate a profit.

We can generalize this by saying that in any comparison between
two countries, or two different periods in one country, X is a purer
form of capitalism than Y if X has fewer restrictions on attempts to
make maximal profit on capital than Y (other things being equal).
Note that this is not equivalent to saying that a purer form of capital-
ism leads to a better society or a better economy. Some have argued,
for instance, that allowing people to use their cars as taxis leads to
bad consequences, such as a negative effect on the livelihood of taxi
companies, or an increased risk for paying passengers. If these argu-
ments hold sway, then they are arguments against moving to a purer
form of capitalism.

StaTE CaPiTAL AND PART-TIME CAPITALISM

Let us think of “part-time capitalism” as the economic system that
combines capitalism with noncapitalistic elements over a large class of
assets. For example, a country that allows capitalism to flourish for
smaller firms, say those with fewer than 20 employees, but not larger
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firms, which are owned by the state and managed for the good of the
people. This is a form of part-time capitalism. The argument I hope
to make is that the United States and other industrially developed
nations are forms of part-time capitalism because there is a large class
of assets, namely, state assets, that are not managed in a capitalistic
fashion. The proposal is to move to capitalism full-time where citi-
zens seek to make a profit on all of their capital.

So, two claims are being made: (1) the United States has an enor-
mous stock of state assets, and (2) these assets are not managed in a
capitalistic fashion. An easy way to illustrate these claims is to think
of national highways. National highways are owned by the United
States, but, for the most part, they are not managed in a capitalistic
fashion. Consider that, for the most part, the use of highways is given
away freely. The point is perhaps easier to see in contrast: some high-
ways are privately owned. On a privately owned highway, one typi-
cally pays a toll and the owner of the highway hopes to make a return
on the ownership of the highway.

The argument we will make is that the United States owns far
more in the way of state assets than is generally realized, and that
these assets could be leveraged to generate BIG. We will make the
argument by analogy by first drawing some lessons about a publicly
traded company, eBay.

TuE EBAY ANALOGY

Paradigm cases of the “means of production” in Marx’s corpus are
land and giant factories billowing smoke. These paradigms are, of
course, a function of Marx’s time: they were some of the most con-
spicuous examples of capitalism in the nineteenth century. For Marx,
however, capitalistic exploitation is not limited to the manufacturing
sector of the economy. Rather, the important point is that the con-
ventions of economic distribution embodied in capitalism are such
that they permit private ownership of property to exert the afore-
mentioned vampire effect: sucking labor and freedom out of work-
ers. Thus, the point remains even if we turn from the manufacturing
industry to the service industry. For example, if we change the previ-
ous example to one where the capitalist owns a string of hair salons
and pays the workers $10 per hour while netting $15 an hour, noth-
ing changes in terms of Marx’s analysis. The private ownership of the
salons allows the coiffeur-capitalist to exert the vampire effect.

Now consider eBay. eBay offers its customers an efficient online
market for buyers. It generates income in various ways, including
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transaction fees. These fees start at about 3 percent for items listed.
eBay is one of the darlings of the business Internet boom. It is valued
in the tens of billions but, like many twenty-first-century companies,
most of its value does not lie in the ownership of Marx’s archetypical
means of production: billowing factories, large tracts of land, rail-
ways, shipping lines, and the like.

Accountants make a distinction between tangible and intangible
assets. Examples of tangible assets besides Marx’s archetypical means
of production are things like office chairs, computers, vehicles,
equipment, and so on. Intangible assets are sometimes referred to as
“nonphysical” assets. In saying that they are “nonphysical,” typically
accountants do not mean to take a stand on the deep metaphysical
issue about the ultimate substance or substances of the universe—
they are dull accountants, after all. Very roughly, by “tangible assets,”
accountants mean something that you could put a barcode on for
inventory purposes, which is not generally possible with intangible
assets. It is easy to imagine putting a barcode on land or vehicles
owned by eBay, it is much more difficult to think about how to put a
barcode on its proprietary software or the goodwill that eBay enjoys.
Most of eBay’s value lies in its nonphysical assets, in particular, its
goodwill.

eBay is, by far, the largest online auction site. It seems that no one
knows for sure how many online markets there are, in part because
the basic software to coordinate buying and selling is fairly easy to set
up. Clearly, it is not the computer program or eBay’s computer serv-
ers that explain its value and stock price. Rather, the most important
asset of eBay is its reputation and brand identity. Buyers find a large
market of sellers, and sellers find a large buying pubic. Both feel that
the eBay forum provides a certain amount of security to their eco-
nomic transactions. Buyers can look at feedback on prospective sellers
they are interested in doing business with and know that if the trans-
action does not go according to the terms specified, they can punish
the seller with a negative review. eBay also offers dispute resolution
mechanisms for buyers and sellers. It is not too misleading to sum-
marize this by saying that eBay sells a huge “market of trust” to its
customers. So, eBay’s primary means of production is intangible: it is
far more abstract than the factory billowing smoke. The temptation
to call the goodwill eBay enjoys a nonphysical asset is easy to see. It
is hard to point to something physical in the world and say, “this is
what eBay owns that makes it so valuable.” Nevertheless, the reality
of what eBay owns is undeniable: we see evidence of it in its ability to
generate enormous amounts of income.



50 4 FREEMONEYFORALL

Naturally, shareholders in eBay do not provide the online market
out of the kindness of their hearts; rather, the point is to make a
profit. Of course, in a capitalistic society, this is to be expected. They
own the means of production and are entitled to make a profit if they
are rewarded by the market.

Now consider this thought experiment: eBay stock is bought from
its present owners and new stock is distributed to all adult citizens in
the United States, one share each. To make the math easier, we will
assume that this works out to exactly 200 million adult citizens in the
country, and so there are 200 million eBay shares. (A consequence of
our assumption is that there is no non-US ownership of eBay.)

As a stockholder, you might ask yourself: how should eBay be
managed? The question is potentially ambiguous. It might mean how
should eBay be run to best serve your personal interest, or the ques-
tion might be about how to best run eBay to maximize profits for
its shareholders. It may be thought that these two questions always
yield the same answer: anyone looking to maximize his or her profits
ought to try to maximize the profits from any particular asset. While
this is often the case, I will show that this is not always the case.

In thinking about how to maximize your earnings, it will help to
know a little bit more about how eBay works. eBay has a byzantine
system for making money. It charges sellers to list items up for auc-
tion and it charges a percentage of the selling price of an item using
various scales and formulae. For our purposes, we can simplify and
assume that eBay makes all its revenue by taking 3 percent of the sale
price of an item. We will call this the “transaction fee.” We will sup-
pose that eBay’s net income is 2 billion a year, which is not too far
from the actual figure.> We will also suppose that eBay distributes
this income to its shareholders. Based on our assumptions then, each
sharcholder should receive a $10 dividend for 2012.

Let us suppose that shareholders find themselves having to vote
for one of two candidates for CEO of eBay. Bush runs on a platform
of lowering transaction fees to 2 percent, while Xram proposes to
raise transaction fees to 4 percent. Some worry that Bush’s proposal
will lead to eBay being a lot less profitable. Proponents of the Bush
transaction-fee cut argue that the profitability of eBay may go down,
but this will stimulate market activity, particularly among the eBay
high-income earners, and so everyone will be better off. Proponents
of Xram’s proposal claim that eBay is underperforming because the
market will easily bear a higher transaction fee.

To keep things simple, let us suppose that leading economists agree
on the following: at a 2 percent transaction fee, eBay will no longer



FULLTIME CAPITALISM 4 51

have any net income but total sales will increase by 10 percent. At a
4 percent transaction fee, net income will rise to $3 billion and pay
a dividend of $15 per share. (We will assume that gross sales will go
down by 10 percent, but profitability will be up.) How should you
vote if you want to make as much money as possible? The question
may seem a no-brainer: you should vote for Xram’s proposal. After all,
this will return the highest dividend to you as a shareholder. If your
only source of income is the stock dividend, then this is the correct
answer. But if you use eBay as well, then the answer is not so simple.
For you will have to factor the rate of the transaction fee into your
overall financial picture. In other words, the answer will depend on
how big a player you are in the eBay economy. Table 3.1 illustrates
the relative overall expected income, factoring in the stock dividend
and the transaction fee. The first number in each cell represents the
stock dividend of a given transaction fee and the second number is the
money that must be paid in terms of a transaction fee for a given yearly
sales number. Let us think of eBay “low-income earners” as those who
sell $0 to $100 per year. Clearly, they benefit by adopting Xram’s pro-
posal, for at $100 yearly sales, they pay $4 in transaction fees and
receive $15 in stock dividends, netting $11. The eBay “middle-income
earners,” those who sell between $200 and $300 per year, also benefit
from Xram’s proposal. At $300 yearly sales, the transaction fees owed
($12) are almost offset by the dividends paid ($15), yielding a surplus
of $3. The eBay “high-income earners,” who sell more than $800 a
year, should vote for the Bush proposal if they want to maximize their
personal income. For on $1,000 yearly sales, they would owe $20,
while on Xram’s proposal, they would owe $25. The most financially
advantageous strategy for each level of income is in bold.

To summarize, those who make the most use of eBay, the eBay
high-income earners, should endorse Bush’s proposal if they want to
maximize their earnings. Those who make little or no use of eBay for
buying and selling, the eBay “low-income earners,” should endorse
Xram’s proposal to maximize their economic gains.

Table 3.1 Relative expected income, factoring stock dividend transaction fee

Transaction fee Yearly sales on eBay

0 100 200 300 800 1,000

Bush 2% 0+0=0 0
Status quo 3% 10-0=10 1
Xram 4% 15+0=15 1

=-1 0-2=-2 0-3=-3 0-8=-8 0-10=-10
0-3=7 10-6=4 10-9=1 10-24=-14 10-30=-20
5-4=11 15-8=7 15-12=3 15-32=-17 15-40=-25
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A result here that seems, at least initially, perplexing, but one that
will be important for our later discussion is this: hard-nosed capital-
ists will think that it is in their interest to have some of their capital
not make a profit. This may sound counterintuitive; why would a
capitalist ever forgo profit? The answer, in short, is that by forgoing
a profit on their eBay stock, they will make more money overall. In
other words, rich capitalists will find it to their economic advantage
to have eBay run on a co-op or socialized model. Not seeking to make
a profit will be to their overall economic advantage. The reason is
obvious; lower transaction fees have opportunity costs that are borne
equally by the low- and high-income eBay earners. Lower transac-
tion fees spread the cost and opportunity cost of eBay’s capital to the
middle- and lower-income earners.

U.$. Inc.

The thought about distributing shares of eBay to all citizens is, of
course, only to illustrate a point. After all, US citizens already own
something several orders of magnitude greater than eBay. US citizens
have a large number of tangible assets under their control. We previ-
ously mentioned roads, but the list is far more extensive, for example,
parks, bridges, tunnels, nuclear submarines, airports, universities,
federally owned lands, and so on.®

The intangible assets of the United States include certain institu-
tional arrangements for buyers and sellers, such as an advanced legal
and judiciary system that makes the country an attractive place to do
business. Just like eBay, the United States offers a market of trust.
Indeed, the market of the United States is several orders of magnitude
larger than that offered by eBay, so there is every reason to suppose
that the intangible market of trust that United States offers to buy-
ers and sellers is worth several orders of magnitude more than that
offered by eBay.

Before we ask how these assets should be managed, it is worth
confirming that they are indeed owned by “We the People.” There is
potential confusion given that individual citizens seem to have limited
control over these assets. For example, the average US citizen cannot
take one of the US navy’s attack submarines out for spin or use it for
a weekend fishing expedition with 48 beers and some friends. This
line of thought sometimes leads to the conclusion that the govern-
ment owns the submarine and the other assets of the state. Of course,
there is no difference on this point with stock ownership. Just because
I own a couple of shares of Apple Inc. does not mean that I can go to
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any Apple store and walk out with an iPhone without paying. Still, it
is wrong to conclude that the management of Apple owns the iPhone.
It is owned by Apple Inc. Apple management works for Apple Inc.
Similarly, Apple managers cannot simply take iPhones off company
shelves—they too must pay for them. And just because I cannot take
an attack submarine out for a spin does not mean the government
owns the submarine. The submarine is owned by the people. The
government works for us: they manage our assets.

Here is another way to confirm that we the people own the assets
of this country. Suppose we elected a libertarian government that
wanted to sell off all the assets of the United States to the highest
bidder. As roads, parks, police forces, the court system, the military,
and infrastructure are sold off, the government collects lots of cash.
If the sitting government tried to vote to give the trillions of dollars
collected to the members of Congress, there surely would be riots in
the street. The expectation would be that the funds collected would
be divided equally among citizens.

It should be obvious that US assets are underutilized in terms of
their money-making potential. Indeed, it is hardly an exaggeration
to say that the country is run like a giant hippie co-op that consis-
tently loses money. To remedy this situation, we should consider a
more thoroughly capitalistic spirit for managing the United States.
To solidify this thought, let us imagine dissolving the money losing
co-op known as “the US” and forming a corporation, “U.$. Inc.,”
which would be in charge of running state assets. As with the eBay
thought experiment, every citizen of the United States would be
given a single share in U.$. Inc. and also one vote at the sharcholders’
meeting to elect a CEO for U.§. Inc.

Let us suppose our same two candidates reappear. Both agree that
it would be illegitimate for U.$. Inc. to try to impose a tax, in the
same way that eBay cannot impose a tax. Rather, what U.$. Inc. will
do is impose transaction fees for using its market place and all the
benefits it provides, just like eBay imposes transactions fees for using
its market place. (Alternatively, we can say that eBay imposes a tax on
transactions between buyers and sellers; it makes no difference for
our argument.) Bush runs on a platform of lowering transaction fees.
As with eBay, he argues in particular that lowering transaction fees
for the highest earners is important, since they are the ones largely
responsible for the glory and prowess of U.$. Inc.

Xram argues that Bush’s proposal is ridiculous; U.$. Inc. is a viable
business that ought not to operate as if it were some dilapidated hip-
pie co-op. Xram argues that the CEQO’s primary responsibility is to
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make a good return for shareholders. Xram promises a dividend of
$10,000 per adult citizen. While this may seem an impossibly large
dividend to offer shareholders, Xram uses the analysis of the previous
chapter to show that it is easily achievable. The 14 percent VAT pro-
posed is rebranded as a “transaction fee.” The proposal then, is that
U.$. Inc. will have a flat 14 percent transaction fee on all final goods
and services.

Xram’s proposal, to leverage U.$. Inc.’s money-making potential
and distribute the return as a BIG dividend, would be a vast improve-
ment over the contemporary situation that many of the poorest of the
poor face: homelessness and hunger. As we noted, BIG provides an
income approximately at the poverty line applicable for many places
in the United States. In some larger and more expensive cities, it may
still be impossible to live a minimally decent life.

Notice, then, that Xram’s proposal is not the welfare state theo-
rists’ understanding of giving public money to the poor, but capital-
ism at its finest; making money off of capital. If it sounds ludicrous
that people should get money for just lying around doing nothing,
consider that there is no work requirement for the super-wealthy who
choose to live off their stock dividends. Xram promises everyone just
that; a stock dividend for citizens for their ownership in U.$. Inc.

Given the choice between Bush and Xram, it might seem that the
obvious thing to do is to vote for Xram. But as with the eBay analogy,
it will depend on one’s level of economic activity. Again, most people
would benefit from a 14 percent transaction fee coupled with a BIG
of $11,400. Yes, they would pay more for individual items, since now
there would be a transaction fee, but most will have more money in
their pockets to begin with. So for the vast majority, running U.S$.
Inc. like a business that provides a dividend is in their financial inter-
est. Instead of giving away at no cost the wondrous advantages of
the US market place, it is in their interest to ask for a return on their
investment.

The argument may seem to be faced with this paradoxical result:
making money off of state capital is not in the interest of the creme
de la creme of the capitalist class, including many of the top income
earners. How can this be a proposal for full-time capitalism if it goes
against the interest of the capitalist class? The answer is that it is not
always to the benefit of the rich for capitalism to hold sway. Consider
that in the Great Recession (2007-2009) governments bailed out
many large corporations. The rhetoric used to support this was that
some companies are “too big to fail.” Critics complained that big
companies take advantage of this in that they privatize profits and
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socialize the risk. Specifically, in the good times, private individu-
als took profits from these companies, and in the bad times, public
money was used to bail out these same corporations. Certainly the
advantages to the rich of applying capitalism inconsistently are obvi-
ous. Instead of losing their capital during the Great Recession, which
would have happened if capitalism were consistently applied, many of
them benefited from state intervention. The same is true with man-
aging state capital in a socialized fashion. Clearly, it is in the self-
interest of the rich for state capital to run on a socialized model and
for non-state capital to run on a capitalist model. This is why the rich
should vote for Bush if they want to maximize their own economic
self-interest. Bush’s proposal allows profits to be private when it is to
the advantage of the rich and allows cost to be borne socially when it
is to the advantage of the rich.

At the risk of belaboring the point, let me use a more homely anal-
ogy. Imagine you and nine neighbors own Private Street. You each
pay $200 a year for upkeep of the street. At the annual meeting to
determine the management of the street for the coming year, one of
your neighbors proposes putting a tollbooth at the end of Private
Street. It is determined that there are about 100 vehicle trips per day
on the road and if only 25 cents were charged per trip, the commu-
nity would have $25 in revenue per day from the business venture.
This works out to $9,125 per year. The upkeep on the road is $2,000
per year, so the net profit would be $7,125. Divided by the ten own-
ers, this would mean a modest profit of $712.50 per year. Someone
then points out that this means the average person will spend $2.50
on tolls per day, which works out to $912.50 per person, per year. So
this means the tolls will exceed revenues by $200 a day. So, the aver-
age person will be back exactly where he or she started.

The reasoning of the previous paragraph is exactly right. On the
proposed taxation or transaction fee, the average person will not
make anything on Private Street nor on BIG. Both will be perfectly
revenue neutral.

Why then should we adopt a transaction fee if the average person
will not make anything? The short answer is as obvious as it is pain-
tul: most of us are below average. While there is an average of ten trips
per day, per resident of Private Street, most of the residents make far
fewer than ten trips a week. One resident does not even own a car: she
walks everywhere in an effort to reduce her environmental footprint.
Seven of the other residents make an average of four trips per day.
This means that eight of the residents account for 28 trips per week.
Of the two remaining residents, one is a lawyer with a home-based
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business. She has clients coming and going, so she accounts for 12
trips per day. The tenth resident has a home-based business importing
and selling electronic accessories. There are delivery trucks constantly
dropping off and picking up electronic goods at his home, such that
he accounts for 60 trips per day. On Private Street, most residents are
below average in terms of their use of the street. One resident, the
lawyer, is slightly above average in use (12 trips versus the average
of ten), while the electronics entrepreneur has six times the average
usage (60 versus ten). The situation is not much different with income
distribution in the United States. Consider the difference between
the average income, $38,000, and median income, $26,000.” The
average simply takes the gross income of the population and divides
by the number of people. The median income represents the half-
way point where half the people in the population make more and
half make less. In other words, if you make $26,000, then half of
your fellow citizens make more than you and half make less. If you
make $38,000, then approximately a third of the population makes
more than you and two thirds make less. Average income is so much
higher than median income because a small number of people make
an extraordinary amount. On Private Street, the median number of
trips per day is four while the average is ten.

The bottom line is this: if you are among the top earners, it is in
your interest to not make a dividend on your share of state capital.
Indeed, you should try to dupe society into thinking that state capital
is not the sort of thing that people should make a dividend on. It
might help to vilify the government as inefficient and wasteful. If you
are part of the oppressed majority, then you should agitate to make a
dividend on your share of state capital. You should be opposed to the
parasitism of the rich who expect you to support an economic system
that permits them to make a profit on their capital but not you on
yours. You should oppose the rich because they hope to dupe you into
believing that it is natural they should take the benefit of state capital
without paying the full cost.

MORE ON THE STOCKOWNERSHIP ANALOGY

One objection to the argument is that ownership of stock in U.$. Inc.
is very unlike ownership of stock in eBay. After all, one can buy and
sell stock in eBay. Suppose, for example, every US citizen was given
one share in eBay. We would expect a different pattern of owner-
ship of stock to quickly emerge. We might imagine that many home-
less people would sell their single shares for food, drug addicts for
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drugs, students to pay for student loans, and families without health
insurance to raise cash for a lifesaving operation for one of them. So,
quickly a pattern would emerge, with most of the shares held by the
rich and very few by the poor. We should expect exactly the same
thing if U.$. Inc. were a realistic analogy.

I concede immediately that the analogy is not perfect. It might be
revised in this manner. Ownership of U.$. Inc. is like a partnership
agreement with the following stipulations: every partner’s share is
equal to that of every other partner (US citizen), and shares in the
partnership cannot be bought or sold. Not all partnerships are like
this, but it is hardly beyond the realm of imagination to suppose that
three lawyers might create a partnership agreement where each has an
equal say in how the company should be run and an equal share of the
profits. In order to ensure full commitment, it is further stipulated
that should a partner decide to leave, her share of the company would
be split between the other two. I suggest we think of U.$. Inc. along
the lines of such a partnership agreement. Several points can support
the analogy, which suggests you can own something even if you can-
not sell it.

First, suppose the analogy of the partnership is flawed and we per-
mit the selling of the share of U.$. Inc. much like stock is traded now.
If so, then it seems that the selling of one’s share of stock in U.$. Inc.
would involve the selling of one’s vote. In which case, when stock is
sold, some will have more votes than others. But this violates the long
held belief that it is not permissible to sell our votes, even if it would
make perfect economic sense to do so. A penniless person might
gladly sell his or her vote for very little, yet we prohibit this. Our vote
is ours, we cannot transfer or sell it to another. Of course, we can give
up our right to vote, for example, by renouncing our citizenship, but
this does not tell against the point that there is an absolute prohibi-
tion on selling one’s vote.

Perhaps it will be protested that we might permit selling of one’s
share in U.$. Inc. but not one’s vote. That is, we could disengage the
political, the right to vote, from the economic, the ownership of the
share of U.$. Inc. So, even if shares of U.$. Inc. are sold, one would
still retain the right to a say in how U.$. Inc. is run.

To see why this move should be resisted, think about the paral-
lel with slavery: we are all partners in a society that rejects slavery.
It was a political decision to outlaw slavery and one that drastically
curtailed certain forms of economic bargaining. For example, if the
political decision to outlaw slavery were not in force, it might make
perfect economic sense for the contracting parties to enter into a
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master/slave relationship. Imagine a surgeon agrees to perform a
lifesaving operation for the mother of three children on the con-
dition that the husband agrees to become the surgeon’s personal
slave. Suppose too that the family is economically destitute. We can
see that, at least from the husband’s perspective, this may seem like
the most rational option. Without the surgery, his wife will die and
his children will grow up motherless. If he agrees to be a slave, his
wife will live and his children will have a mother. He knows that
the surgeon is not without some compassion and so the husband
has good reason to think he will have at least some contact with his
family. Indeed, the contract allows the husband to have Sundays off,
as long as the surgeon is not golfing. There can be no doubt that if
the law did not prohibit it, slavery would reappear (but along class,
rather than racial, lines). Drug addicts might happily sign off on
a Faustian bargain: two years of carefree drug use at the prospec-
tive slave-owner’s expense, after which they would become slaves.
Nevertheless, one important reason not to allow slavery is that it
would tend to drive down the value of U.$. Inc. Many people find
slavery morally reprehensible. It is possible to imagine that many
would move away from U.$. Inc and trade would go down if U.S$.
Inc. permitted slavery.

Similarly, if we permit people to sell their share of U.$. Inc., then
it is foreseeable that some people would become financially desti-
tute. For example, suppose you sell your share of U.$. Inc. to a well-
off person for $100,000.% The purchaser now receives your $833 a
month until you die. The rich person takes some risk that you might
die early, but hopes to earn a high expected rate of return over the
long run. Suppose further that you take the $100,000 to Vegas and
gamble it all on number 36 on the roulette wheel. You are now pen-
niless and without a job. As a society, we must either feed you or
let you starve. Both options hurt U.$. Inc. If we feed you, then our
overhead will go up, as we will have to pay for you and others who
have given up their share of U.$. Inc. and have no other means of
support. Alternatively, we could simply let you starve, but this will
tarnish the image of U.$. Inc. in much the same way that slavery will.
So, it would be bad business to change the partnership agreement and
allow people to sell their shares of U.$. Inc.

There are also mildly paternalistic and social reasons for a dividend
from state capital rather than a lump sum. Some people might actu-
ally gamble or otherwise foolishly spend their lump sum capital.” In
any event, whether we allow people to sell their share of state capi-
tal or not, this will do nothing to show that our present part-time
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capitalism is justified. In other words, whether we permit the selling
of state capital or not does not change the fact that our system at pres-
ent is a part-time capitalist one. A part-time system that allows the
rich to take the benefit of capitalism without paying the cost.

SociALism

We can see the baselessness of the objection that BIG concedes any-
thing to socialism. As we have said, the point of full-time capitalism
is to extract a profit from ownership of all the means of production:
the very essence of capitalism. The objection that full-time capitalism
does not require work, that the Malibu surfer may enjoy the waves
without working, does not make it a form of socialism. After all, as
noted more than once, while full-time capitalism permits people to
not work and live off of their dividend, so too does part-time capital-
ism. As is obvious from the pictures of the idle rich that festoon the
front covers of tabloid magazines; part-time capitalism permits the
wealthy to live off of dividends from their wealth. Full-time capital-
ism simply broadens the class of capitalists.

Indeed, as intimated, part-time capitalism is more socialist than
full-time capitalism. Part-time capitalism aims to administrate the
resources of U.$. Inc. as if the aim were not to make a profit. As we
have just noted, the effect of this—intended or not—is to subsidize
the rich. Of course, the rich have very powerful rhetorical strategies
to prop up part-time capitalism. They may claim that the poor are
lazy and governments are wasteful. From the point of view of full-
time capitalism, these criticisms are mere red herrings that mask the
truth: not providing a BIG dividend means that the vich are subsidized
by the poor.

CoEercioN AND CAPITALISM

An important objection to U.$. Inc. is that there is a major dis-analogy
between the profit-seeking activity of U.$. Inc. and its other business
activities, namely, that U.$. Inc. is able to extract wealth only because
it is a monopoly backed by illegitimate use of force. The thought is
that there is choice in the market place: we can choose between dif-
ferent car brands, restaurants, and so on. Indeed, the eBay analogy
supports this claim: there are alternative online auction companies to
eBay if one does not like the price or services offered by eBay. The
state offers no such alternatives and so it is a monopoly. And part-time
capitalists have no choice but to comply with the dictates of the state.
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Calling the property of the state “U.$. Inc.” does not change the
fundamental fact that the state is a monopoly.

In response, I will begin with a small but important point: the
higher transaction fees proposed by U.$. Inc. are not on wealth, but
on income. Wealth tends to be backward looking: it is the accumu-
lation of financial resources that happened in the past. The higher
transaction fees are not going to be applied retroactively to income or
wealth generated in the past. Rather, the higher transaction fees are
to be applied to income in the future.!® So, a rich part-time capitalist
could avoid all future higher transaction fees simply by refusing to
generate any income using the means of production owned by U.§.
Inc., just as one could stop using eBay if one felt the transaction fees
were too high.

Of course, the part-time capitalist will say this, in effect, equals the
choice between not having an income or paying exorbitant transac-
tions fees to U.$. Inc. This is to say, not much of a choice at all. But
this is exactly the same choice that workers have in a capitalistic soci-
ety, that is, workers are free to refuse to sell their labor to capitalists
or to not have an income. Indeed, many rich capitalists are in a better
position: if they refuse to make money, they can live off their wealth,
at least for a time. Workers will quickly end up living on the street if
they refuse to work, as they typically have no capital to live off.

Furthermore, U.$. Inc. does not hold a monopoly. Part-time capi-
talists have all sorts of opportunities to not use the services of U.S$.
Inc. A part-time capitalist could go on the market and look around
to see what other companies are offering. A capitalist, for example,
could compare U.$. Inc. with its rivals, U.K. Inc., Somalia Inc., and
so on. There are more choices in other states for the wealthy to live
than there are for many consumer goods, for example, there are only
a handful of car manufacturers and cell phone providers from which
to choose. In terms of consumer choices, the major corporations in
the United States more closely approximate an oligopoly than do the
states of the world. There are literally hundreds of countries and so,
on our analogy, state companies, from which to choose.

Of course, a part-time capitalist may not like that she must move
to get a better price on state services. There should be more local
competition. But surely the test is not whether we like the choices.
Indeed, one of the surest means to maximize profits is to make the
choice of not paying a premium over competitive market prices too
high for consumers. Ask yourself this: how can Disney World charge
$10 for a hotdog when a street vendor may have trouble getting $2
for a qualitatively identical hotdog? How can a movie theater charge
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an exorbitant price for a small bag of popcorn? The answer, of course,
is that Disney World holds an effective monopoly within its large bor-
ders. The cost of going miles outside of those borders to get a com-
petitively priced hotdog is too great for most consumers. Similarly,
the movie theater will not permit you to bring popcorn inside its
borders and so can charge a premium.

Consider too that individuals and corporations have extremely
large landholdings. Disney World is larger than seven internationally
recognized countries and territories. Or, consider John Malone, who
owns 2,200,000 acres:

Britain’s Daily Mail was flabbergasted—and rightly so. The amount of
acreage owned by Liberty Media’s Chairman John Malone is beyond
the comprehension of city slickers, suburban dwellers, and even plain
country folk. As the Mail put it, the 71-year-old’s holdings are “just
under the size of the Middle Eastern country Jordan and just over
the size of Serbia.” That means the total sum of Mr. Malone’s land
is nearly three Rhode Islands. Or two Delawares. It is the size of 151
Manhattan islands. It’s a lot of land.!!

In terms of area, Mr. Malone owns more land than 136 interna-
tionally recognized countries and political territories.!2

Finally, consider what a part-time capitalist will say to complaints
about Disney’s $10 hotdog: “If you think they are charging too much,
then you should think of this as an excellent business opportunity.
You should set up your own theme park and undercut Disneyland
on the price of hotdogs.” The implicit point here, of course, is that
when you think about the difficulty and risk in setting up competi-
tion to Disneyland, you will see that $10 for a hotdog is a fair market
price. But then similar advice can be given by the full-time capitalist
to the part-time capitalist: if capitalists think the transaction fees of
U.$. Inc. are too high, then this should be seen as a fantastic business
opportunity.

Some libertarians, for example, have considered buying an island
or setting up a nation at sea, perhaps refurbishing an ocean liner.
An appropriate name might be, “Our Lady Of Taxes Are Theft.” 1
predict that should she ever set sail, Our Lady Of Taxes Are Theft
will sink—qua business model. For if'it is launched as a business ven-
ture where it seeks to give a return to investors, it will have trouble
competing in the market place for the usual reasons: would-be entre-
prencurs who think they can undercut the price of existing business
typically underestimate the costs of doing business and overestimate
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revenues. If Our Lady Of Taxes Are Theft is run on a socialistic co-op
model, then I predict it will not work for the reason that many co-ops
fail: it is hard to apportion the costs and benefits of such ventures.
For example, if everyone living on Our Lady Of Taxes Are Theft
has to pay the same amount for upkeep of the ship and its defense,
I may find it unfair if my neighbor has 100 times my wealth. After
all, the ship will be more of a target for Somalian pirates because of
my neighbor’s wealth and so incur greater expenditure on defense. I
might insist that my neighbor pay more. My neighbor may feel that
this is just the progressive sort of tax structure that he sought to
escape by moving to Our Lady Of Taxes Are Theft.

But supposing these problems are overcome, will not Our Lady Of
Taxes Are Theft be in a much more competitive position than U.$.
Inc.? After all, the lower transaction fees of Our Lady Of Taxes Are
Thett should make it an attractive place to do business.

There are at least two major problems with this suggestion. First,
if all there is to making a business decision is looking for the lowest
price, then one should predict that eBay would be one of the small-
est online markets. After all, it charges more than most other online
auctions. However, people are willing to pay a premium to be part
of a much larger market. Perhaps it may be thought that capitalists
on Our Lady Of Taxes Are Theft will be able to use the market of
U.$. Inc. but not have to pay the transaction fees because they live
at sea. This same brilliant strategy could be used to get around the
transaction fees of eBay. Some sellers, for example, imagine that they
might advertise their wares on eBay but sell them privately in a way
that avoids the eBay transaction fees. eBay works hard to stop such
attempts at parasitism, and so should U.$. Inc.!?

The larger of the two major problems is how Our Lady Of Taxes
Are Theft plans to attract workers for capitalists to exert their vam-
pire-like effect. For example, the promise of lower transaction fees
on Our Lady Of Taxes Are Theft is not going to attract low-wage
earners. A minimum wage earner in U.$. Inc. might say to himself,
“I earn $13,000 a year here, and pay $2,600 in taxes. The flat tax of
Our Lady Of Taxes Are Theft is half that, so I would have to pay only
$1,300 in taxes. But here in U.$. Inc., T also get my stock dividend of
$11,400. So even with the higher income tax rate and VAT, I am still
farther ahead here with my combined income (wage and BIG) as com-
pared with the possibility of earning $11,700 on Our Lady Of Taxes
Are Theft. Such a move would be stupid simply in terms of earnings.
Moreover, if I lose my job on Our Lady Of Taxes Are Theft, I have
no other economic security; I will be thrown overboard.” Of course,
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capitalists on Our Lady Of Taxes Are Theft could offer a higher wage
and unemployment insurance, but then there are serious reasons to
doubt the claim that Our Lady Of Taxes Are Theft has some com-
petitive advantage.

Suppose the part-time capitalist complains that the reason Our
Lady Of Taxes Are Theft will fail is because the best spots on earth
for setting up a competitor to U.$. Inc. have already been taken. I
think this is a very good complaint, but unfortunately for them, it is
not one that the part-time capitalist can make. The trouble, again,
is that workers have at least as strong a complaint against capital-
ists. Workers who would like to set up an alternative to part-time
capitalism are even more out of luck. Typically, they cannot afford
even to buy a used cruise ship like Our Lady Of Taxes Are Theft to
erect their socialist paradise. Workers have only two options: violent
revolution or political change within the existing political structures.
Rich capitalists who hope to keep part-time capitalism have these two
options plus the option to finance their own state. So again, for every
complaint that the part-time capitalist has against the full-time capi-
talist, workers have at least as strong a complaint against part-time
capitalists.

SocieTaL OWNERSHIP

It is worth pausing to consider the argument of this chapter in terms
of previous thinking. As noted above, the idea of a basic income has
a long history. In most general terms, the idea of justifying BIG has
had to work two desiderata. One is that sufficient income or capital
must be found to finance BIG. The other is to find morally com-
pelling reasons to underwrite the means to finance BIG. These two
desiderata are clearly related but often pull in different directions. For
example, many think that it is morally permissible for governments to
tax natural resources and use the taxes to finance public interests.'*
Indeed, the Alaska Permanent Fund is one example of this think-
ing in action. Citizens of Alaska typically receive about $1,000 from
the fund each year as a dividend from Alaska’s oil. Although this is
certainly a start, $1,000 is far short of even the most modest of basic
incomes. The thought then would be to expand the scope of natural
resources to be taxed. Certainly, taxing mining operations seems like
a natural analog to taxing oil, but again the problem is that this will
not generate sufficient income to pay for BIG. One could imagine
taxing the consumption of air, and certainly people would pay a large
amount for air under threat that it would be taken away, but the
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problem is to find a morally compelling reason to tax people for the
consumption of air. At least in the case of oil and mining, there is an
obvious rationale for taxing: the supply of oil and minerals is limited,
and no one made these resources. It is true that no one made the
atmosphere, but the supply of air is not limited (in any relevant sense
for political philosophy).

A more promising way to finance BIG is suggested by various “cost
of civilization” arguments. The basic idea, going back to Thomas
Paine and recently championed by Karl Widerquist, suggests that
our current capitalist system imposes costs.!® For example, a system
of private property and capitalist market exchanges makes it impos-
sible for almost everyone in the United States to live a life like most
humans lived throughout the course of human history: the life of a
hunter gatherer. Justice requires that we compensate people for this
loss. We must, to use Widerquist’s apt phrase, provide people with
an “exit option.”'¢ As Widerquist argues, a minimally acceptable exit
option is a basic income to support people who would rather not par-
ticipate in the current economic system.!” Given the general premise
that we have a duty to compensate people for the cost of civilization,
it is an easy run to the conclusion that we ought to finance BIG
through taxation. The trouble is that the premise that we ought to
compensate people so that they may opt out is controversial from the
point of view of contemporary capitalism. What I mean by this can
be illustrated with an example. Imagine the following response by
Joe Average citizen, “I bought a house out in the country to get away
from the noise and the pollution of society. Well, just my luck: a big
developer put in a shopping mall and thousands of new houses in a
new development right next to me. You don’t see me whining to the
government about payment so I can have an exit option from living
in suburbia. So why should I pay more taxes so that others can drop
out of the system?” I’m not saying that we should find this rebuttal
convincing. I am saying, however, that it puts a lot of weight on the
moral principle that we ought to compensate, one that capitalists will
need to be persuaded of.

A similar problem faces van Parijs’s defense of BIG. Van Parijs con-
siders taxing inheritance, natural resources, and technology but con-
cedes that this will not generate sufficient income to finance BIG.!8
To finance BIG, then, van Parijs proposes to tax high income earners
on the moral basis that high-paying jobs are a scarce resource. This
argument has come under trenchant criticism,!” and even those sym-
pathetic have suggested the argument must be reworked in significant
ways.2? Assuming the argument can be put in satisfactory form, it still
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relies on a premise about redistribution of resources. Imagine the
same capitalist responding to van Parijs, “My brother made at least 10
times what I made before we retired. He will be the first to tell you
that I have more business smarts, more drive, and more people skills
than he does. He just happened to be at the right place at the right
time: I was not so lucky. But you don’t see me asking the govern-
ment to tax him to support me. There is some brute luck involved in
business and so in capitalism: you pay your money and you take your
chances.” I’'m not saying that we should find this rebuttal convincing.
I am saying, however, that it puts a lot of weight on the moral prin-
ciple that jobs are resources that should be taxed, one that capitalists
will need to be persuaded of.

The present argument does a better job of satisfying the two desid-
erata because it meets the capitalist on his home turf. In terms of
financing BIG, the class of resources to be leveraged in the service
of BIG is much larger than is typically proposed. The transaction
fees are on all economic activity, which includes all the aforemen-
tioned items to be taxed: the sale of oil and other natural resources,
land, and high-paying jobs. Of course, the proposal here would add
a transaction fee on many additional items. The moral premise of the
argument is one that the capitalist will find harder to resist: the key
claim is that it is permissible for us to leverage our assets to try to
make as much profit as possible to serve our own interests. Indeed,
one may think this is the very essence of capitalism.

CoNCLUSION

The poor in this country must come to realize that they are rich: they
have a share in potentially the greatest money making machine in
history: U.$. Inc. They should demand of their CEO (President) and
board of directors (Congress) a good return on their investment.

We should give a nod to those who did the lion’s share to create
state capital: our dead ancestors. Those who fought in wars, those
who fought for justice, and those who played by the rules are just a
few examples of the sorts of activities that contributed to making the
United States a rich market place. We are all a little like Paris Hilton:
lucky inheritors.

I am not saying part-time capitalists will like this. We have shown
how making a profit on the state’s means of production would be to
the financial detriment of the wealthiest. As we have said, part-time
capitalism works wonders for the rich. Nor am I saying it will be easy
to convince rich capitalists. As Marx noted, capitalists are as much
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subject to false consciousness as the proletariats. What I am saying is
that the internal logic of their view of distributive justice means that
something much like BIG could be justly instituted, whether the rich
believe it or not. As noted, it is in their interest to propagate the ideol-
ogy that transaction fees are theft. But this is just to say that it is in
their interest to propagate an ideology to hide the truth. And while
they may continue to do so with a disproportionate sway in public
discussion, we can take solace in the fact that, at election time, the
numbers favor those who would benefit from full-time capitalism.

Furthermore, I am not saying that socialists should be appeased by
a BIG dividend. Full-time capitalism would permit large gaps in eco-
nomic equality, which socialists would see as unjustified. The severely
mentally or physically disabled, for example, might not be able to
manage on $10,000 per year or perhaps even more if the market will
bear a higher transaction fee, yet full-time capitalism does not address
this question. In other words, a basic income is a floor-level income
rather than a ceiling-level. If one thinks that distributive justice ought
to take into account the special needs of some citizens, then the floor
level for some may be raised much higher.

What I am saying is that part-time capitalists should have no legiti-
mate complaint should the oppressed economic classes vote them-
selves a BIG dividend. The upshot of the inverted Marxism argument
is that every complaint by part-time capitalists that this proposal
is unjust can be met with an equally strong complaint by workers
against part-time capitalism.



CHAPTER 4

Capitalism: Consequentialism versus

Rights

INTRODUCTION

In this chapter, we will be exploring consequentialism as a means
to defend BIG. Consequentialism says that the correct scheme for
property distribution is the one that maximizes the social good. Since
taxes tend to promote the social good, taxes are justified. Individual
ownership of property must be tempered in service of the overall
good of society. Some proponents of rights-based political theory
reject the idea that property rights might be limited to the service of
overall social good. That is, they reject consequentialism as a basis for
forming sound public policy. We will examine the rejection of conse-
quentialism in this chapter. In particular, our concern is whether the
idea of property rights can be used to defend the claim of capitalists
that taxes are theft. We will look first at the rallying cry that taxes are
theft.

TAaxEs ARE THEFT

The phrase “taxes are theft” is familiar to anyone with even a passing
acquaintance with American politics. One might think the phrase
is uttered only by antigovernment loons holed up in bomb shelters
with assault rifles. However, the phrase has found a very prominent
spokesman in Speaker of the House John Boehner, who asked, “How
much more money do we want to steal from the American people to
fund more government?”! Boehner’s answer is, “I’m for no more.” If
taxes really are a matter of stealing, then it seems that Boehner has
not objected strongly enough. Of course, we should not want more
stealing, but that is simply because we should not want any steal-
ing. (To the question, “How much more rape do we want in this



68 4 FREEMONEYFORALL

country?” presumably saying “I am for no more” does not quite get
to the heart of the matter.)

The appeal of the “taxes are theft” slogan is as seductive as it is
simple-minded. It often starts with a thought along the lines embod-
ied in this sort of example:

The tomato farmer: Taxes are Theft: I grew some beautiful succu-
lent tomatoes through hard effort—and my effort alone. The govern-
ment did not help me water them every day. The government did not
help me turn the soil, or fend oft the aphids. I am about to take them
to the market where they will fetch a good price. And this is where the
government bandits will intercede: they will take a cut of my profits
and call it “taxes.” This is no different than if a band of highway rob-
bers took some of my profits at the end of a gun on the way home
from the market. In either case, some of my sweat and toil is taken
from me.

This example may illustrate the thinking that taxes are theft, but it is
not going to persuade the unconverted. Indeed, for those who believe
that taxes are a legitimate part of the economic system, the argument
simply begs the question.

Consider that the description of the tomato transaction assumes
that it is a two-party transaction: the tomato grower and the tomato
consumer. On this understanding, any third-party claim is illegiti-
mate. The assumption makes for an easy run to the conclusion that
any government involvement in the transaction is theft. By the same
thinking, the tomato grower could show that eBay’s demand for
3 percent of the transaction, if the tomatoes were listed on eBay, is
also theft. For those who think the buying and selling of tomatoes
is actually a three-party transaction—the buyer, the seller, and the
government—then failure to pay taxes is theft from one of the parties,
namely the government. What counts as “theft” is intimately related
to assumptions about economic legitimacy.

The point can be made more perspicuous with the following
example: a southern racist claims that the actor, Morgan Freeman, has
been stealing his money. He bases his claim on the fact that his family
owned Freeman’s family before the government stole his ancestors’
slaves with Lincoln’s Emancipation Proclamation. Since a slave’s chil-
dren were owned by the slave owner, and all labor of a slave belongs
to the slave owner, Morgan Freeman’s acting fees and all his property
belong to the racist. The racist accuses the government of supporting
Morgan Freeman’s theft.
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Of course, this argument turns on the assumption that the eco-
nomic system involving slave ownership is the correct one to apply to
the question of the ownership of Morgan Freeman’s bank account
and other assets. If this assumption is correct (and clearly it is not),
then the racist would have a point about theft. Since we reject this
assumption, we can reject the claim of theft. Or, to put the point
the other way around, if the racist wants to make the charge of theft
stick, he would have to first convince us that ownership of slaves is
legitimate. Otherwise, the claim that Morgan Freeman and the gov-
ernment have stolen from him simply begs the question.

Similarly, Speaker Boehner and likeminded fellows need to estab-
lish first that it is illegitimate for the government to impose taxes. If
they can establish this, then the charge of theft may have some sub-
stance. But until they establish this, calling taxes theft simply begs
the question at hand. In other words, to simply assert taxes are theft
is to argue from the assumption that taxes are not a legitimate part of
the economic system. But for those who disagree with this assump-
tion, it simply begs the question. What Boehner and others need to
do is to argue zo the claim that taxes are not legitimate.

Of course, the point cuts both ways, those who charge that tax
evaders as stealing from the government also require an argument
for their claim. To simply assume that taxes are legitimate is to argue
from rather than zo a distribution scheme that includes taxes. So, we
need to probe further into what might justify an economic system of
distribution.

EconomMmic SysTeEms anp Economic Poricy

Before we look at arguments for different economic systems, it will
help to discuss about economic systems in general. An “economic sys-
tem” encompasses all the different facets of the economy of a country,
society, or community. Every economic system has rules or norms gov-
erning the production, consumption, and distribution of economic
goods. Some important historical examples of economic systems
include slave societies, feudalism, state socialism, and capitalism.

Of course, there are more economic systems than the few just
mentioned. Marx, for example, in his historical studies of economic
systems, mentions “primitive” forms of communism: the economic
system of our distant ancestors who lived in small tribes (perhaps
no more than a few hundred people) and shared their economic
goods among tribe members. Also, the economic systems mentioned
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can overlap (they are not mutually exclusive). The slave society of
nineteenth-century America had many capitalistic elements. Slaves,
for example, could be bought and sold at the open market. Today,
employers sometimes require noncompetition contracts from their
employees; for example, if employees leave the job, they cannot go to
work for a competitor firm (nor start their own competing firm). To
some, at least, this sounds vaguely similar to the lord /vassal arrange-
ment where the vassal is tied to some means of production via con-
tractual arrangement.

By “economic policy,” we mean the societal norms that govern
economic activity. A radical change in economic policy can result in
a change from one economic system to another. Outlawing slavery
or lord/bondsman relationships resulted in a change in economic
systems. Economic policy changes obviously need not be so radical.
The law of 1808 banning the importation of slaves into the United
States resulted in a change to slave society, but not a change from
slave society. Since the slave trade treated slaves as mere things, the
trade responded as one might expect when there is commodity short-
age from abroad: it increased the domestic production of slaves. So
by the locution “economic policy decisions,” we mean all decisions
about the economic workings of a society, from large-scale decisions
about which type of economic system to adopt, to small scale changes
within a system. Accordingly, the decision whether to allow shopping
past nine o’clock in the three-block downtown area in Small Town,
United States is as much an economic policy decision as the adop-
tion by Russia of communism as its economic system in 1917, or as
Lincoln’s Thirteenth Amendment outlawing slavery.

WE SuouLp Jupce Economic Poricy IN TERMS OF
AGGREGATE WELL-BEING

The proposal of this work is to evaluate economic policy and eco-
nomic systems in terms of how well they promote aggregate well-
being. By “well-being” I mean how well a life is going for the person
who is living it. An answer I will defend in subsequent chapters is that
happiness and freedom are two important components of well-being.
Aggregate well-being is the sum of individual well-being. To decide
between different policy options requires assessing how each policy
would affect the happiness and freedom of all those involved. The
policy that will result in the highest net happiness and freedom for
the society as a whole is the one that should be adopted.
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To work a simple example: suppose we are asked to decide between
our present economic arrangements and returning to racially based
slavery. To compare these alternatives, we would look to see which
system provides more overall happiness and freedom. Clearly the race
chosen to be slaves would be much unhappier on this proposal and
much less free. Still, this does not decide the issue. After all, if we
are looking at aggregate happiness and freedom, we would have to
consider the possible consequences for the well-being and freedom
for the rest of the population. For the rest of the population too, it
seems likely that both happiness and freedom would decrease. Think
of the howls of protest from the vast majority who believe that slavery
and racism are wrong. Many, not just the newly enslaved population,
would be deeply saddened by such a morally depraved economic sys-
tem. Perhaps a few racists might be happy about such a policy, but
their happiness would be entirely swamped by the unhappiness of the
rest. So, judging in terms of aggregate happiness and freedom, racially
based slavery today would be a very bad policy in comparison to pres-
ent arrangements. We can see then how “consequentialism” gets its
name. Economic policy is evaluated in terms of its consequences for
aggregate well-being: the best policy is the one that does the most to
promote aggregate well-being.

We will argue on the matter in more detail shortly, but it should be
apparent how consequentialists might see enormous benefit in taxa-
tion. Empirical research indicates that the well-being of the rich is
only marginally affected by high taxes, but when taxes are distributed,
it can have enormous positive effect on the well-being of the poor. At
this stage, we can at least see this much: there is no principled reason
for or against taxation, according to the consequentialist. Whether
taxes are a good idea or not will depend on their effect on the well-
being of society as a whole.

Taxes ARE THEFT: RicHTs REBOOT

One thing consequentialism seems to say is that it is permissible to sac-
rifice the well-being of individuals for the greater good. Introductory
philosophy classes often include thought experiments about whether
it is permissible to kill one person to save five. Consequentialists will
often sanction the killing of one person to save five because this will
do more to promote aggregate well-being. Yes, it is a tragedy that one
person dies, and this counts as a negative in consequentialist think-
ing, but the gain in well-being by sparing the lives of five others more
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than compensates for the loss. Diametrically opposed to consequen-
tialism are deontological theories that deny our right to judge the
rightness or wrongness of actions simply in terms of results or con-
sequences. The most familiar forms of deontology are certain rights-
based understandings of our moral obligation. For example, if we
assume that people have an inviolable right to life, then it would be
wrong to sacrifice one person for the sake of five other lives.

This understanding of our moral obligations suggests a different
means to defend against taxing for the greater social good:

Even if taxes will lead to greater social good, taxing my earnings vio-
lates my fundamental right to property and so amounts to theft in
order to achieve this greater social good.

In the hands of Robert Nozick, the objection about treating some
individuals as fodder for a greater good is put this way, “there is no
moral outweighing of one of our lives by others so as to lead to a
greater overall social good. There is no justified sacrifice of some of
us for others.”? Nozick claims that taxes distributed for the benefit of
the less well-oft are prime examples of unjustified sacrifices.

This argument is clearly an improvement over the bare “taxes are
theft” argument. Although the conclusion is similar, that taxes are
theft, now we are offered an independent reason for thinking that
taxes are theft: we have a fundamental right to private property, and
taxes violate this right.

We will think of this as the “Lockean argument against redistribu-
tion.” It has two fundamental premises:

Premise 1: We ought not to violate a person’s rights.

Premise 2: If we redistribute wealth (as in the BIG proposal), then we
violate a person’s rights.

Conclusion: We ought not to redistribute wealth.

We will look at Premise 1 later, and now discuss Premise 2 in connec-
tion with Nozick’s version of the Lockean argument that people are
“self-owners.”

The argument starts with a seemingly innocuous premise: we own
our own bodies, talents, personalities, abilities, and labor. If the idea
of self-ownership seems a little strange, an implication of it may seem
more familiar: if we own ourselves and our labor, then it follows that
no one else can legitimately own us—at least not without our consent.
Anyone who claims another as property violates this fundamental
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right. Thus, the right to self-ownership provides a straightforward
reason for thinking that slavery is wrong.

Nozick argues that this has implications for the tax system in a wel-
fare state. A tax on income to provide relief for the poor or for other
social goods is in effect forced labor: it requires the handing over of
money, which is often equivalent to giving over some of one’s labor.
Since the paying of taxes is not voluntary but coerced, it follows, says
Nozick, this is forced labor or slavery (of a limited sort).

I hope to show that the argument only appears persuasive as an
apology for laissez-faire capitalism because it turns on an equivoca-
tion of the term “rights.” In order for us to accept the second prem-
ise, the term “rights” must be understood in a very strong way, in
terms of what I shall call “Lockean rights.” But once we see how
strong rights must be understood in the second premise, we can see
that the first premise is not particularly plausible. It will take us a
while to work our way to this conclusion. We need first to understand
the nature of Lockean rights and the connection between Lockean
rights and capitalism.

CarprTaLisM AND RIGHTS

Let us look first at the claim that the Lockean argument actually
constitutes a defense of capitalism. We noted above that capitalism
is often conceived as the idea of private ownership of the means of
production along with competitive markets. How are these two ideas
connected? Perhaps somewhat surprisingly, in the Lockean tradition
there is no direct connection between the right to property and com-
petitive markets. Rather, the assumption seems to be that free markets
naturally result between individuals who faithfully observe Lockean
rights. Without governments interfering to enforce prices, produc-
tion, consumption, and distribution, free markets naturally develop.
It will help to contrast this with what a direct connection between
the two might look like. For example, one way to directly connect the
two ideas would be to suggest that we have a right to a free market.
However, Locke and Nozick did not advocate for a right to a free
market, this would seem incongruous with their basic assumption
about the right to liberty and private property. Suppose Locke and
Marx planned to go camping with six others.?> Everyone but Locke
agrees to share everything they bring and all the fruits of their labor
in common while on the camping trip. If someone catches fish dur-
ing the trip, the proposal is that the fish will belong to the group,
to be divided equally among them. Another will do the dishes for
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everyone. For the duration of their trip, they propose to abide by the
modified Marxian slogan: from each according to his camping abil-
ity, to each according to his camping need. Locke proposes that they
should not pool their property in this fashion. They ought to have a
competitive market to increase the efficiency of their camping trip.
Suppose the rest are unmoved by Locke’s argument and propose to
continue their camping trip in the spirit of camaraderie rather than
laissez-faire capitalism. They argue that this camping competition
will only induce animosity among the campers rather than encourage
a relaxing and fun vacation. On Lockean principles, the others could
not force Locke to join the camping-collective: this would violate his
right to self-ownership. So, if the other seven campers compel Locke
to contribute his fishing bounty to the group, then his rights will
have been violated. But, conversely, Locke cannot insist that the seven
join him in a camping competitive free market. For example, Locke
could not insist on a right to a competitive market because this would
force others to renounce their right to self-ownership and freedom
to dispose of their property as they see fit. In other words, if Locke
insists on a right to a competitive market, this would force others to
not adopt other models for economic distribution. This would limit
the liberty and property rights of others. If Locke attempted to force
the other campers to compete with one another, that would violate
their property rights.

So, either there is no right to a competitive market, or the right to
liberty and private property is in conflict with, or limited by, the right
to a competitive market. As noted, neither Locke nor Nozick assert a
right to competitive markets, and we can see that they do not do so
for good reason.

The point here is small but crucial: if each person has a right to
his labor and the right to dispose of his or her property as deemed
fit, then there cannot be a direct connection between rights and free
markets. For then this unlimited property right would become lim-
ited: it would limit how one could economically cooperate with oth-
ers, for example, it would forbid socialism between free individuals.
The primitive communism that Marx thought characterized many
of the small tribes of our ancestors would be illegitimate. Defenders
of laissez-faire capitalism will note that the conditions that make
the socialist camping trip workable—a few friends going for a short
vacation—are not reproduced in large modern societies. There is
little worry that spontaneous agreements to form a socialist utopia
will develop between complete strangers. Without a government to
coerce socialism, there is little worry that socialism will form through
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individuals agreeing to such a system. Where there is no government
enforcement, competitive markets will naturally develop between free
individuals. While we will examine this line of reasoning below, it is
enough at this point simply to see why Lockeans should be averse to
appealing to the right to a free market.

CarrtaLisM AND CONSEQUENTIALISM

Consequentialist defenses of capitalism are almost the mirror image
of rights-based defenses. With rights-based defense, the right to
private property is primary, and competitive markets are merely a
consequence of this right. With consequentialism, it is the competi-
tive market that is seen as primary, and the right to private property
merely an instrument for realizing the power of competitive markets.
In other words, consequentialist defenses of capitalism emphasize the
enormous benefits that capitalism brings zo society. Consider the fol-
lowing quote, praising the productive capacity of capitalism:

The bourgeoisie, during its rule of scarce one hundred years, has cre-
ated more massive and more colossal productive forces than have all
preceding generations together. Subjection of Nature’s forces to man,
machinery, application of chemistry to industry and agriculture, steam-
navigation, railways, electric telegraphs, clearing of whole continents
for cultivation, canalisation of rivers, whole populations conjured out
of the ground— what earlier century had even a presentiment that
such productive forces slumbered in the lap of social labour.*

The quote is from Marx and he was one of the most vehement critics
of capitalism. Still, it is interesting to note that he was not blind to the
ability of capitalism to produce enormous economic wealth.

Of course, Marx is not alone here. In the century prior to Marx,
Adam Smith made much of the incredible potential of capitalism to
increase production and the social good:

Among the savage nations of hunters and fishers, every individual who
is able to work is more or less employed in useful labour, and endeav-
ours to provide, as well as he can, the necessaries and conveniencies of
life, for himself, or such of his family or tribe as are either too old, or
too young, or too infirm to go a hunting and fishing. Such nations,
however, are so miserably poor, that from mere want, they are fre-
quently reduced, or, at least, think themselves reduced, to the necessity
sometimes of directly destroying, and sometimes of abandoning their
infants, their old people, and those afflicted with lingering diseases,
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to perish with hunger, or to be devoured by wild beasts. Among civi-
lized and thriving nations, on the contrary, though a great number of
people do not labour at all, many of whom consume the produce of ten
times, frequently of a hundred times more labour than the greater part
of those who work; yet the produce of the whole labour of the society
is so great, that all are often abundantly supplied, and a workman,
even of the lowest and poorest order, if he is frugal and industrious,
may enjoy a greater share of the necessaries and conveniencies of life
than it is possible for any savage to acquire.®

According to Smith, one great difference between the “savage”
nations and “civilized” nations is the free market, which encourages
ever increasing efficiency.

Not only is the consequentialist defense of laissez-faire capitalism
the mirror image of the rights-based defense, but so too are its weak-
nesses. Whereas the rights defense makes clear why private owner-
ship of the means of production is justified, its defense of competitive
markets is only indirect. While consequentialist competitive markets
are justified directly in terms of their promotion of the aggregate
good for society, private ownership of the means of production at
best must be indirectly justified. Consequentialists typically take pri-
vate ownership as a good instrument for building and maintaining
competitive markets. On motivation, Smith famously wrote, “It is not
from the benevolence of the butcher, the brewer, or the baker, that we
can expect our dinner, but from their regard to their own interest.”
We expect them to be motivated by personal profit. These individual
self-interested acts, argues Smith, lead to the greater good of society.
As Smith claims: “By directing that industry in such a manner as its
produce may be of greatest value, he intends only his own gain, and
he is in this, as in many other cases, led by an invisible hand to pro-
mote an end which was no part of his intention.”®

Smith’s consequentialist defense of private motivation suggests
good consequentialist reasons for not permitting unlimited property
rights. The easiest way to see this is in the case where an individual or
group has a monopoly. Suppose a town has three transportation com-
panies: a toll highway, a railway, and an airline that provide service to
a remote mountain location. They compete hard for customers for
many years. Finally, the three owners sit down and sign an agreement
setting prices for all three services, much higher than the existing
rates. Each company will make a lot more and will not have to worry
about price competition. A consequentialist would see this as a bad
result overall, since it would limit competition and drive up prices for
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the consumer. A consequentialist would have no problem using gov-
ernment power to break up such a cartel in the interest of the good
of society, even if the business owners howl that this violated their
property rights. The consequentialist will be unmoved by this protest
since property rights are recognized only to the extent that they tend
to promote the good of society as a whole.

RicuTs, CoMPETITIVE MARKETS, AND MONOPOLIES

We noted that the Lockean apologist for laissez-faire capitalism
seems to assume that capitalism, and hence competitive markets, will
naturally evolve where Lockean rights are observed. Why should we
believe this?

Often a distinction is drawn between government (or de jure)
monopolies and natural (or de facto) monopolies. It is clear why gov-
ernment monopolies cannot develop where Lockean rights are pro-
tected: enforcing a government monopoly would restrict one’s ability
to dispose of one’s property as one wishes. For example, if a local town
council gave a gas station operator exclusive rights to own and operate
gas stations, this would be a violation of the rights of others to do
with their property as they wish, for example, to use their land to set
up a competing gas station. Natural monopolies, on the other hand,
are understood as single providers of some good or service where
there are no legal barriers to entering into competition with the single
provider. The “single provider” notion includes cartels: explicit agree-
ments between companies to act like a single firm monopoly. For our
purposes, it does not matter whether competition is limited because
there is only a single company provider or a group of companies act-
ing as a single provider, as in the case of cartels. In either instance,
there is no competitive market for the product or service.

Since, as we have just seen, government-sanctioned monopolies
violate Lockean rights, our question may be made more precise: why
should we assume that competitive markets will always develop in the
absence of government regulation of private property?

One answer is this: if you own the only gas station in town and
charge extremely high prices for gas, others will see this as an oppor-
tunity to go into competition with you. If you own the only rail-
way line into town and charge hefty prices, then others might start
competing railways or other services, such as bus and trucking lines.
As Anne-Robert-Jacques Turgot observed in the eighteenth century,
industries that have much higher rates of return on investment (other
things being equal) will attract others into the industry.
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As soon as the profits resulting from an employment of money, what-
ever it may be, increase or diminish, capitals turn in that direction
or withdraw from other employments, or withdraw and turn towards
other employments, and this necessarily alters in each of these employ-
ments, the relation between the capital and the annual product.”

It will help to designate this thinking as the “iron law” of compe-
tition: no natural monopolies survive for long. The thinking is this:
any natural monopoly that makes higher than average profits for its
investors will naturally attract other investors to this industry. When
other investors arrive, competition will ensue. So, just as iron filings
are naturally attracted to magnets, so too is capital attracted to higher
profit industries, such as industries run by monopolies. As more capi-
tal is attracted, competition increases. The iron law perhaps is what
supports the thoughts of Locke and his heirs that competitive mar-
kets will naturally develop.

There is a small complication in stating the iron law in this fash-
ion. Sometimes monopolies are defined as “single providers.” Strictly
speaking, the iron law would not apply to a single provider who does
not try to raise their prices in order to make above-average profits.
This sort of situation is safely ignored in most discussions, since
the assumption is that individuals will aim to maximize profits.
Accordingly, if individuals own natural monopolies, the assumption
is that they will raise prices to maximize profits. There is obviously
much less room for complaint against a natural monopoly owner who
takes average, or below average, profits.

Tue WaTER HoOLE

Nozick himself considers the case of a natural monopoly: someone
owning the only water hole in a desert. This person could charge
monopoly rates to everyone else dependent on the waterhole. On the
face of it, this looks like a decisive objection to the Lockean position
since it seems grossly unfair for a single individual to lay claim to
nature’s bounty and to hold all others hostage to monopoly prices
for water. The owner of the waterhole could enforce more draconian
conditions on others than any tax imagined by the US government.
Nozick has an answer to this sort of objection, once again inspired
by Locke. To see his reasoning, we need to look a little bit deeper into
Nozick’s theory of distributive justice. Stripped to its essentials, the
theory has these features: a theory of initial acquisition, a theory of
transfer of holdings, and a theory of rectification of holdings. Initial
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acquisition is subject to the “Lockean Proviso.” According to Locke,
we can only take from the natural world up to the point where there is
“enough and as good” left for everyone else. If you have legitimately
appropriate natural resources and you fashion them into something
more valuable, then you are entitled to these holdings because they
are a result of just acquisition and your labor, which you own. All
voluntary exchanges are legitimate.® So a voluntary exchange with
others might result in an increase in everyone’s holdings, given for
example, specialization of labor.

The answer to the alleged water hole counterexample is that such a
monopoly is illegitimate because it violates the Lockean Proviso: spe-
cifically, whoever claims ownership of the water hole has violated the
Lockean Proviso because they have not left “enough and as good” for
everyone else. So Nozick could agree the claim of sole property rights
to a water hole is illegitimate.

Tue WaTeEr HoLE STrikES Back

You, along with 99 others, found a community in a desert around
the only water hole for hundreds of miles. You suggest that the water
hole should be managed for the good of the community. Water could
be sold to pay for community services. Your colleagues disagree: as
good Lockeans, they reject outright your proposal as “socialistic”
and “utilitarian social engineering.” You acquiesce. The water hole
is divided equally into 100 shares. Everyone agrees this is fair. The
Lockean Proviso is satisfied.

The waterhole soon becomes too polluted to safely drink from it.
You set up a purification plant and sell bottled water for $30 a month.
No one else is tempted to go into competition with you because you
make a slim profit of $1 per customer per month. In other words,
your cost of production is $29 per month to run the purification
plant and bottle the water. You send out two promotions to your
customers. Your first promotion offers customers $30 a month for
the rights to their 1,/100 portion of the waterhole. The ofter is valid
only for the first 50 customers. The second promotion offers custom-
ers $29.99 a month for the 1/100 portion of the waterhole and the
offer is valid only for the first 50 customers. Your customers naively
do not consider the possibility of a monopoly being formed because
of the 50 customer limit. You start charging $2,000 a day for bottled
water. Your customers, of course, complain. They make $20 an hour
on average, so they cannot afford such an extravagant price. You offer
to pay them $100 an hour to come work for you. They say that they
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cannot possibly work 20 hours a day. You offer to loan them up to
$800 a day so long as they work for you for 12 hours a day. Thus
the whole town is put in your service working 12 hours a day and
going deeper into debt each day. All this happens according to good
Lockean principles. A just acquisition was observed because everyone
got their fair share of the natural resource, such that it left “enough
and good” for everyone else. Indeed, we went a step further than
Nozick and even stipulated that everyone from whom shares were
purchased agreed on the distribution. There was justice in the trans-
fer because the exchange between you and the other 99 citizens was
freely agreed upon. The result ultimately is far more “slavery” for
everyone else in the town than the 20 percent (effective) income tax
rate that the rich in this country complain about.

The argument, then, is that even by Lockean premises, it seems
that a natural monopoly over a resource might develop. I do not want
to press too hard on this argument as this example depends on the
monopoly over a natural resource. The Lockean proviso leaves much
obscured on this issue. For example, one of the natural resources that
should be left in common is land. This means that everyone should
be entitled to a parcel of the land of this earth, some of its oil, miner-
als, and so on. How then can the bourgeoisie claim to own the best
parts of the world already?” Honoring the Lockean proviso would
require a dramatic shift in how society is organized. We will work on
an example in the next section that skirts the difficult issues raised by
the Lockean proviso.

TuE SmaLL Town

Consider again Turgot’s statement:

As soon as the profits resulting from an employment of money, what-
ever it may be, increase or diminish, capitals turn in that direction or
withdraw from other employments, and this necessarily alters in each
of these employments, the relation between the capital and the annual
product.

It is simply false that capital flows in the direction of profits. If any-
thing is true, it flows in the direction of expected profits. If you see
someone making a fortune one night selling Super Bowl t-shirts for
your hometown team, Turgot’s statement suggests you should set up
a competitor t-shirt stand. But it would not make sense to invest in
a t-shirt venture if the team loses that night. The price of t-shirts for
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the losing side, you should predict, will be extremely low—about the
same price as that of a rag. Smart capital flows to where it expects the
market to be, not necessarily where the market is.

Consider again the case of the small town with a cartel comprising
the toll highway company, the railway, and the airline. Just because
there are high profits in the transportation industry does not neces-
sarily mean it is a place to expect high profits to flow from the invest-
ment of capital. Suppose you are trying to convince investors to put
their money into a new highway. At a meeting in a big fancy board-
room, you point out that the cartel charges $2 a trip and 10,000
trips are made per month. The cost of a new highway will work out
to $10,000 a month, so you could charge $1.50 a month and take all
the business from the cartel and then some. You estimate the number
of car trips will increase to 12,000 per month. So your business will
make $8,000 a month. Your investors object that it is naive to sup-
pose the cartel will not change their price. If the cartel charges $1.50
to match, and customers are divided equally between the two com-
panies, then cach highway will lose $1,000 a month. The cartel has
deeper pockets and so could sustain the loss long enough to drive the
new highway project out of business. And even if the investors could
find the capital to stay in the fight, the long-term prospects are for
merely an average rate of return on investment. For if the new high-
way succeeds, then cutthroat competition will be restored.

Suppose, following your pitch, another would-be entrepreneur
comes in to pitch the idea to the investors of creating a company to
buy the toll highway, railway, and airline in a neighboring town. The
companies at present are in the midst of cutthroat competition: each
company is losing money fast. The proposal is to buy up the com-
panies cheap and then raise the prices for all three. Which proposal
will investors go for? Clearly, other things being equal, investing to
start up a monopoly in a neighboring town is the best bet. Economic
rationality that demands the greatest return on investment requires
that investors should preferentially invest in monopolies and cartels
and only invest in competitive markets as a last resort.

It may be objected that a cartel comprising the highway, railway,
and airline would never be allowed to develop, so the example is fic-
titious. Governments would act against such monopolies or cartels
because they would put a stranglehold on consumers and every other
business, since everyone depends on transportation. However, this
would be to miss the point entirely. It is true that in most jurisdictions
there is legislation against cartels and monopolies, so this example is
fictitious in that sense. But recall that the idea under consideration
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is that cartels or monopolies would never result or quickly dissolve
because of the iron law. However, this runs counter to the thought
that investors will look to invest where there is the best expected
return on their investment. When there is a chance to invest in cartels
or monopolies, we should predict a massive flow of capital toward
such opportunities. Thus, there is every reason to suppose that natural
monopolies will develop so long as there is no legislation to prohibit
such activity. There is little reason to suppose that natural monopolies
will not develop if they are legally permitted.

History

History does not bear out the prediction of the iron law that natural
monopolies will not survive long. There are a number of examples
in the history of economics regarding natural monopolies or near
natural monopolies. The classic case in the United States is Standard
Oil, which controlled about 90 percent of the petroleum industry
at the turn of the twentieth century. A number of law suits were
brought against Standard Oil. The climax of legislative efforts against
Standard Oil was the suit brought by the federal government in 1911
that broke up the company into 33 smaller companies. The govern-
ment’s case indicted Standard Oil under the provisions set forth in
the Sherman Antitrust Act. Scholars have identified a number of
other historical examples of monopolistic activity.!?

Critics may point out that there are relatively few historical instances
of successful monopolies and cartels. However, when properly appre-
ciated, this point actually bolsters the case against the iron law. As an
analogy, suppose it is claimed that killing the CEO of a rival company
is a good means to increase profits. As we turn to the historical record,
we find that there are very few cases of contract killing of rival CEOs.
Rarely, for example, do we find a company like Microsoft contract-
ing the killing of the CEO of a rival company like Apple. However,
it is far too hasty to conclude that this is a bad business strategy. On
the contrary, when there are heavy punitive sanctions against such
activity, and the activity still occurs, it argues that it may well be an
effective, albeit illegal, strategy. Similarly, when even a few firms risk
legal sanctions in order to engage in monopolistic activity, this argues
that such behaviors may well be an excellent strategy for maximizing
profits. There are always at least some firms trying to surreptitiously
form monopolies even at the risk of heavy fines and punishment. This
is a good indication that forming monopolies is a good way to create
above-average profits.
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GAME THEORY

The historical record in this respect is polluted: there has been no
test of the iron law because anticompetitive activity has long been
illegal in industrially advanced nations. Ideally, to assess the effect of
anticompetitive legislation, we would run “alternate histories” where
capitalism develops in the absence of such restrictions. But just as
politicians are not going to lift laws on homicides of CEOs to satisfy
our scientific curiosity, neither will they lift laws designed to thwart
monopolistic activity to satisfy our scientific curiosity.

Economists work around the limited historical data by using game
theory to analyze economic behavior. One thing that economists
have studied with game theory is whether predatory pricing, one of
the most commonly used tools to support monopolistic activity, is
economically rational. In a review of the economic literature, Patrick
Bolton, Joseph F. Brodley, and Michael H. Riordan suggest that eco-
nomic game theory and history confirm that predatory pricing is a
rational business strategy:

It is now the consensus view in modern economics that predatory pric-
ing can be a successful and fully rational business strategy; and we
know of no major economic article in the last 30 years that has claimed
otherwise. In addition, several sophisticated empirical case studies
have confirmed the use of predatory pricing strategies.!!

The reason predatory pricing can be rational is explained by Paul
Milrom:

Thus, for example, a firm in an industry with rapid product change
might cut prices sharply in answer to new entry in order to discour-
age the new entrant from continuing an active product development
program. Whether the entrant attributes its lack of profitability to its
high costs, to weak market demand, to over-capacity in the industry,
or to aggressive behavior by its competitor, it will properly reduce its
estimate of its future profits. If its capital has other good uses, this
might lead it to withdraw from the industry. If not, it may neverthe-
less be dissuaded from making new investments in and developing
new products for the industry. At the same time, other firms may be
deterred from entering the industry. If any of these things happen, the
predator benefits.!?

The upshot of using the anticompetitive strategy of predatory pric-
ing is that it is fully rational, economically. The importance for our
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purposes is this: if the iron law is true, it should not be a fully rational
economic strategy. For if the iron law is true, it is a law of nature
and cannot be broken. It would be irrational to sacrifice profits in
the short term, as predatory pricing strategy requires, as a means to
achieve an impossible goal. The only outcome, if the iron law is true,
must be a reduction of profits and hence a nonrational business strat-
egy. Since economic theorists agree that predatory pricing is a fully
rational economic strategy (at least where it is not illegal), the iron law
cannot be true. If we are to avoid the monopolistic and anticompeti-
tive effects of predatory pricing, then antipredatory pricing must be
maintained and managed by legislation: it is not the inevitable effect
of an iron law of nature.

More HisTtory: PosiTivE AND NEGATIVE
LecisLATiON AGAINST CARTELS

As noted, cartels are another way for multiple firms to yield monop-
oly prices. Cartel monopolies often have an advantage over single-
company monopolies: with several companies in a market, there is at
least the appearance of competition. Indeed, there are a number of
historical examples of monopolies setting up a number of companies
to appear to be competitors for this very purpose. The true ownership
of the company is hidden in a labyrinth of paperwork. Standard Oil
used this trick: in some markets, it appeared that there were several
competitor companies up against Standard Oil, when, in fact, all the
companies were ultimately owned by Standard Oil. Consumers were
treated to the illusion of competition.

Those who believe in the iron law sometimes point to the relative
infrequency of effective cartels. Cartels often operate by using self-
imposed quotas, yet there are huge incentives for businesses to cheat
on any agreement that cuts production. Obviously, if the higher than
competitive market rate for a product is maintained by firms agreeing
to keep production at a certain level, then any one firm can increase
its profits by surreptitiously selling more than the agreed upon pro-
duction quotas. The difficulty in monitoring and enforcing cartel
arrangements is cited as evidence of the iron law exerting its effect.

What critics have failed to notice is how this is not any different
from other agreements that companies have with each other. There
is a heavy incentive to cheat in any business deal. Company A might
do well to order 1,000,000 widgets from Company B and agree to
pay 90 days after delivery. Company A could potentially make more
profit by refusing to pay company B by getting the next shipment of
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widgets from company C—a competitor of B. Of course, to this, it
will be replied that Company B has recourse with the law: it can take
legal action against company A in an attempt to recover the agreed
upon price.

Why will not the same strategy work in the case of agreements to
form a cartel? The answer, in part, is that cartels are illegal in most
industrially advanced countries. Importantly, there are in fact two
kinds of regulatory restrictions. There is what I want to call “positive”
legislation against the forming of cartels, for example, laws against
planning cartels, drawing up of contracts for cartels, and so on. And
there is “negative” legislation against the forming of cartels, where
courts refuse to enforce cartel agreements between companies. In
jurisdictions with negative legislation only, companies can conspire
to form cartels. They can write up agreements, set prices, and set
production quotas. The courts, however, will not enforce the contract
if one or more parties break it. In contrast, in jurisdictions with posi-
tive legislation, it is illegal to conspire to make such contracts in the
first place. Positive legislation may be necessary to stop some forms of
cartel behavior, but negative legislation has a similar effect: in refus-
ing to uphold cartel contracts, the courts are trying to influence the
behavior of economic actors by making it much, much harder for
cartels to flourish.

What should we make of such legislation against cartels? Positive
and negative legislations against cartels certainly make sense from a
consequentialist perspective. Cartels drive up prices and reduce effi-
ciency in the market, so there is a clear public interest in discouraging
their formation by not enforcing cartel agreements and, indeed, by
introducing positive legislation against any such agreements.

However, neither form of legislation is consistent within a Lockean
framework. Imagine several companies consider forming a cartel
in a jurisdiction governed by Lockean justice. In order to sidestep
the problems we noted with the Lockean proviso, let us grant that
the holdings of the companies proposing to form a cartel are justly
acquired. (As questionable as this assumption is, making it favor the
Lockean, there is hardly room for complaint from our opponent.) The
question then is to resolve whether their agreement respects justice in
transfer, and it is hard to see why not. All parties to the cartel agree-
ment freely sign on, anticipating higher profits. The cartel agreement
proposes quotas in production and minimum prices. The agreement
also specifies what to do in the case of potential competition, for
example, use predatory pricing. Any attempt to positively legislate
against a cartel agreement violates the company’s Lockean rights to
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manage their property as they see fit. Property owners are supposed
to be free to contract with one another. Where the state limits the
liberty of property owners to contract with one another in the public
interest, the state is using exactly the sort of reasoning that is forbid-
den in the Lockean realm. Again, as Nozick understands it, “there is
no moral outweighing of one of our lives by others so as to lead to a
greater overall social good. There is no justified sacrifice of some of
us for others.” A Lockean must see positive legislation against cartel
contracts as just this: weighing of the social good against the inter-
ests of the contracting cartel partners. Similarly, if the state picks and
chooses which contracts to enforce, refusing to enforce those that
go against the public interest is again the same sort of reasoning. In
refusing to uphold a cartel contract, as would be required by negative
legislation, we would be sacrificing the interests of the injured party
or parties in a cartel contract for the public good. So, if businesses X,
Y, and Z contract to reduce their output by 10 percent to drive up the
price of their widgets, and company Z cheats, X and Y should be able
to sue Z in court. If the court refuses to hear the case because such
cartel agreements do not promote the social good, companies X and
Y can say that their interests are being sacrificed for the social good.
This sort of sacrifice is supposed to be prohibited in the Lockean
framework.

There is a long history of violating Lockean rights when it comes to
cartel activity. Positive legislation against cartels in the United States
is relatively recent: the Sherman Antitrust Act was born in 1890.
The English common law tradition of negative legislation predates
the Sherman Antitrust Act by hundreds of years: English courts have
long held “restraint of trade” agreements null and void where such
agreements are against the public interests unless they are “reason-
able” to protect the purchaser.

What this means is that history is bunk when it comes to the
question of whether monopolies will naturally develop in a capital-
ist economy. The historical record of capitalism is spoiled by gov-
ernments refusing to enforce contracts between parties attempting
to create monopolies. Consider Milton Friedman’s thoughts on
monopolies, “A monopoly can seldom be established within a coun-
try without overt and covert government assistance in the form of
a tarift or some other device. It is close to impossible to do so on
a world scale.”!® Friedman makes this claim absent of any histori-
cal evidence on his side. For even if we grant that monopolies have
seldom formed in a country, this is not the right sort of evidence
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to support his claim. The evidence needed, and not provided, is
whether monopolies would form if governments enforced contracts
between parties attempting to establish a monopoly. The same point
applies to the idea that it is close to impossible to form monopo-
lies on a world scale. Here again, the proper test would be to let
international courts enforce agreements between producers to form
monopolies.

A WorLp wiTH UNRESTRICTED PRIVATE
PropPErRTY RIGHTS

Since there is no unpolluted historical record to adjudicate the ques-
tion of whether natural monopolies will form, we will have to try
and determine what would happen in different situations. Suppose
there were no government restrictions on private property rights in
the name of competitiveness. Imagine the US government, in both its
legislative and judicial branches, promises not to interfere in the mar-
ket if firms use predatory pricing to eliminate competition, or form
cartels, and imposes no restrictions on voluntary acquisition resulting
in natural monopolies. Thus, in our little thought experiment, we are
imagining there is no negative legislation, but governments still per-
form their vital Lockean function of enforcing contracts. Businesses
that signed cartel agreements would expect the agreements to be
upheld by courts of law.

Of course, we do not know exactly what would happen, but it is
easy to discern the general trajectory the economy would take. In the
first instance, there would be a mass rush of mergers and the forma-
tion of cartels within different markets. Walmart, for instance, might
buy out Target and Costco, two of its biggest competitors. (Target
competes in the discount department store category and Costco com-
petes with Walmart’s Sam’s Club division in the warehouse club cat-
egory.) AT&T and Verizon control about 70 percent of the wireless
market at present in the United States, so we should expect a merger
between them and also some of their smaller competitors. The num-
ber of wireless providers would shrink. We should expect massive
consolidation in other industries as well.

The reason we should expect buyouts is that the logic for inves-
tors is inescapable. For example, suppose you owned stock in Lowe’s,
the second-largest home improvement retailer in the United States,
with 16.7 percent of the market. The largest retailer, Home Depot,
has 19 percent of the home improvement market. At a shareholders
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meeting, there is a proposal to form a new company, Home Lowe,
which would merge the two companies. Should you, as an investor,
vote for the merger? The proposal is to trade stock from the old com-
panies for stock in the new company. The current value of Home
Depot stock, let us suppose, is $10, and $10 for Lowe’s. Stock in the
new company will be purchased for $20, so two stocks of each of the
old company will buy one stock in Home Lowe. The question for you
as an investor is whether the new company is likely to be more profit-
able in the future than Lowe’s if Lowe’s were to not merge. It would
be an easy decision to vote for the new company. In part, the higher
expected profits would come from greater efficiency: where two dis-
tribution systems are used now, one could be used. Also, some stores
that are underperforming could be closed. For example, in markets
where there is a Lowe’s and a Home Depot in close proximity, one
could be closed. With nearly 36 percent of the market, Home Lowe
could also raise its prices with less fear of losing market share. Also,
as the proverbial 800 Ib. gorilla in the industry, Home Lowe could
throw its weight around quite effectively. Home Lowe would be in
a much better position to effectively use predatory pricing. Imagine
Home Lowe has 90 percent of the market share in region A and only
25 percent in region B, 60 miles away. The competitive price of 2x4
lumber, we will assume, is $2.00. In region A, it is $2.30 and in
region B, Home Lowe charges $1.70. (The price difference is not so
great that it would be economical to make the 120 mile round trip
to save 60 cents on a 2x4.) Home Lowe is able to average a competi-
tive return on selling 2x4s, even though it loses money on them in
region B. The local competitor in region B is a family-owned lum-
beryard that has been in business for 100 years. Its choices are not
appealing: either the family must lose money on each sale of 2x4s, or
give up selling a staple of the industry. In either case, its profitability
will be drastically affected. Either it will lose money or lose market
share and will eventually die or be forced to sell to Home Lowe. The
Home Lowe gorilla could use this same strategy to crush many of
its competitors. Menards, for example, is often said to be the third-
largest home improvement retailer (but it is not publically traded, so
it does not have to report its sales or earnings). Home Lowe would
be approximately 15 times the size of Menards. What would you say
if you were the owner of Menards when Home Lowe came inquiring
about buying your business? Assuming your reasoning was based on
maximizing your monetary interests, you would have to be crazy to
try to go toe-to-toe with a competitor 15 times your size. Indeed,
Home Lowe could probably drive down the asking price for Menards
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with the threat of a predatory pricing strategy that could drive the
smaller competitor out of business. As the owner, you should reason
that it would be better to take less than the business is worth in a
competitive market than risk losing everything in an all-out war with
a much larger competitor.

Stepping back for a moment, we can see why consolidation would
be a natural result. There are two general strategies for gaining mar-
ket share: businesses can outhustle or outmuscle their competitors.
Textbook apologies for capitalism emphasize the outhustling means:
you too can be a rags-to-riches story if your company offers better
service, better prices due to efficiency, and/or better selection than
the competitors. Outmuscling would mean simply having more capi-
tal than a competitor to either buy out the competitor or drive the
competitor out of business by predatory pricing. The reason the latter
is not emphasized is because the most flagrant forms of outmuscling
are outlawed. As we have noted, predatory pricing and the forma-
tion of cartels is outlawed in all industrially advanced nations. In a
Lockean world, where both strategies are permitted, businesses that
do not use both strategies would be at a competitive disadvantage.
The outmuscling strategy necessarily involves consolidation in an
industry where larger companies gobble up smaller ones.

After an initial round of consolidation, we should expect even fur-
ther consolidation as companies look to eliminate residual competi-
tion and seek more clout in the market. For example, Walmart, after
it buys out Target and Costco, might look to buy out Home Lowe.
At present, Walmart, Home Depot, and Lowe’s compete on certain
items such as major appliances, and gardening accessories, to name
but a few. Walmart might find it to its advantage to boost the profit-
ability of its appliance division by buying out Home Lowe.

It is an empirical question of how far this process of consolida-
tion and elimination of competition would go, but there is nothing
in principle that would prohibit everything being owned by a single
company in a Lockean world. Certainly there is no reason to sup-
pose that competitive markets will be the result of some iron law, and
much to support the opposite contention.

Back To THE LockEaAN ARGUMENT AGAINST TAXES

Recall the Lockean argument against redistribution of wealth. It has
two fundamental premises:

Premise 1: We ought not to violate a person’s rights.
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Premise 2: If we redistribute wealth (as in the BIG proposal), then we
violate a person’s rights.

Conclusion: We ought not to redistribute wealth.

Our argument demonstrates a dilemma for a Lockean defense of capi-
talism. On one hand, if we are serious about never violating Lockean
rights, then an essential condition of capitalism will be threatened,
namely, competitive markets. On the other, if the premises are weak-
ened enough to support capitalism, then the argument does not pro-
vide a principled defense against redistribution.

For example, one way to weaken the argument would be to deny
Premise 1. We might say we ought to violate a person’s rights only
when there is a pressing public need to do so. We could then add
that violating Lockean rights to stop the formation of cartels and
monopolies does serve a pressing public need, namely, the mainte-
nance of competitive markets, and hence, a necessary condition for
capitalism. But this would allow at least the possibility of defending
redistribution along the same lines: taxes serve a pressing public need.
I am not saying that the argument has been made; only that weaken-
ing Premise 1 in this fashion allows at least the conceptual possibility
of such a defense. We will attempt such a defense in later chapters. At
this point, we simply need to notice that weakening the argument in
this manner allows the possibility of such a defense.

Another way to weaken the argument would be to say that prop-
erty rights are not unlimited. This understanding would allow, for
example, a community to expropriate property to develop a new high-
way. Here the community would say to the recalcitrant homeowner:
we have not violated your right to private property because your right
is limited by pressing public need. Property rights are not vacuous
on this conception because they would still limit others from acting
against your property interests when a pressing public good was not
at stake. It would stop individual A from expropriating individual
B’s home simply because A wants the property with a nice view. This
would also allow the community to stop monopolistic activity: the
community could say to would-be monopolists that their rights do
not include forming monopolies.

The problem is that this weakened understanding of property
rights makes Premise 2 problematic: it is no longer clear that the case
of redistributing income in the form of taxes necessarily violates a
person’s property rights. It will depend on whether there is a pubic
need for such redistribution.
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CoNcLUSION

The hallmarks of capitalism are private ownership of property and
competitive markets. As we have seen, an unlimited right to private
property is in tension with the preservation of competitive markets.
This leaves the rights-based defense of capitalism with a dilemma.

On one hand, the Lockean might say, “so much the worse for
capitalism then if it is inconsistent with Lockean rights.” We might
think of this position as “Lockean fundamentalism” because the
position is willing to support Lockean rights no matter the conse-
quences. I take it that this position has so little appeal it does not
need much comment. A society where capital is controlled by so few
that competitive markets are by-and-large wiped out does not prom-
ise freedom. Rather, it would mean something akin to economic
slavery for most, for the few with control over capital would be able
to dictate economic terms to the rest. Such a situation would be bet-
ter for the few who hold the reigns of economic power, but much
worse for everyone else. Naturally, the Lockean fundamentalist will
object to any sacrificing of the interests of these few individuals for
the social good.

More plausibly, apologists for capitalism will concede the need to
limit individual property rights for the sake of the public good of
competitive markets. While this position is much more plausible as a
theory of economic justice, it at least opens the door to further redis-
tribution. I say “further redistribution” since limiting Lockean prop-
erty rights in the name of competitive markets redistributes wealth
from the counterfactual alternative of Lockean fundamentalism. This
redistribution is done in the name of the public good.

So capitalists must share a fundamental premise with this work:
property rights must be limited in the name of the public good. The
residual disagreement is how the public good is best realized and
maintained. Apologists for laissez-faire capitalism may argue that the
public good is best realized by keeping government interference into
competitive markets to a minimum. As we have just seen, there will
be some restrictions on the sorts of contracts permitted by economic
actors in order to maintain competitive markets, but governments
should not go beyond this minimal function. The argument of this
work is that this is not enough: the public good is better promoted
by offering BIG. In a sense, then, this is an in-house disagreement
because the fundamental premise of adjudicating economic justice (at
least in part) in terms of the public good is common ground.
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We may sum up our response to “taxes are theft” thus: without
further support, the claim has no bite, for it merely begs the ques-
tion. It assumes a certain view of economic justice rather than argues
for it. When the taxes are theft slogan is backed up by the view that
we have an unlimited right to private property, the argument has too
much bite: it devolves into Lockean fundamentalism. The slogan is,
no doubt, for scoring political points for people like Boehner, but it
does not survive philosophical reflection.



CHAPTER 5

Peace, Robots, and Technological
Unemployment

INTRODUCTION

In the previous chapter, we saw that capitalism itself requires redistri-
bution to maintain capitalism. In this chapter, we will see that redis-
tribution is also required for an important social good: peace.

Peace has long been a social goal accepted by political philosophers
of all stripes.! Today, we tend to think of peace in international terms:
peace between countries. Yet, historically, most political philosophers
have concentrated on peace within a society: nonviolence between
individuals or among factions within a country. Plato and Aristotle
knew civil war in ancient Greece and wrote treatises outlining theo-
ries of government that would reduce the risk of violent upheaval.
Hobbes and Locke wrote during the period of the English civil wars,
which, no doubt, explains the great emphasis they placed on peace.
Of course, the Arab spring and the recent “Occupy Wall Street” pro-
tests remind us that the possibility of civil unrest and civil war is ever
present.

Yet, at least since Karl Marx, the issue of distributive justice has
eclipsed peace as being of paramount importance in political philoso-
phy. In the nineteenth and early twentieth centuries, utilitarianism
inspired many social and economic reforms in Great Britain. In ana-
lytic philosophy, distributive justice has been at the fore of political
philosophical debate since the publication of John Rawls’s A Theory
of Justice.

However, the two subjects of distributive justice and peace are
never too far apart. Plato realized that the question of who owns what
could be the source of social unrest. He proposed that the idyllic state
would be ruled by propertyless philosopher kings—only the governed
would own wealth. Plato thought that such a division would do much
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to keep peace and good order in society. The issue of distributive
justice was also not absent in Hobbes” work, and it is discussed to a
much greater extent in Locke’s work. Although Marx placed greater
emphasis on distributive justice than any of his predecessors, the issue
of peace is not absent in Marx’s work either: he famously predicted a
violent end to capitalism. With communism, a new era of peace was
to ensue across the globe.

This chapter argues that the concerns of the ancients and the mod-
erns are our own. Peace and distributive justice are intimately inter-
twined. We are at a point in history where we have very good reason
to suppose that there will be a massive shift in the economy due to
computers and robotics. If collective action is not taken, we should
predict this paradoxical result: the cheaper the products, the fewer
who can afford them. This is supported by the thought that with
computers and robots replacing human labor, we should predict a
drop in the prices for goods and services. When a shipping clerk mak-
ing $15 an hour is replaced by a robot that costs 30 cents an hour to
run, we should predict a reduction in prices charged to consumers.
However, as workers are replaced by computers and robots, they will
be deprived of a source of income. With fewer people participating in
the paid economy, fewer people will be able to afford the goods of a
massively productive economy.

The issue of peace, then, comes to the fore when we ask how peo-
ple will deal with this massive shift in the economy. Suppose, for
example, there is a net change such that 15 to 50 percent of the work-
ers are made redundant by advances in computers and robotics in the
next 25 years. How do you think people will react? Are they going
to sit idly? With gaunt smiles from starvation, will they simply con-
gratulate others on their ability to compete in the new economy? As
the economy shifts dramatically, we have good reason to fear that the
ensuing protests will not be as small or as civilized as the Occupy Wall
Street protest if nothing is done.

The remedy is BIG: BIG will help ease us peacefully into the new
economic reality. In other words, the argument is that BIG is an effec-
tive means to thwart the threat to peace precipitated by the robotic
revolution.

TecunoLocicAL UNEMPLOYMENT

One way to analyze the threat to employment from robotics is to
consider all the jobs presently done by humans that could soon be
performed by robots. Let us fast-forward 20 years and imagine you
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need to do a little shopping. You go to your local Walmart and pick
up a few groceries and other household items. On the way to your
office, you realize you forgot to buy an electric razor, so you order
one through Amazon on your cell phone. Your trip to the office is to
pick up a book you are supposed to review. When you get home, you
are not surprised to see that the razor from Amazon actually beat you
to your doorstep. As you sit down to dinner with your clean-shaven
face and begin to read your new book, you marvel that, in all likeli-
hood, all the products you are using were untouched by human hands
other than your own.

How is this possible? The answer, of course, is robotics. The book
you are to review was run oftf and bound by the licensed printer at
your university. Yes, you could have received an electronic version
right in your tablet, but you are old-fashioned and still like the feel
of a paper book in your hands. Hence you had to use one of the few
printing and binding machines that you know of, the one at your
university. The razor was made at an entirely robotic factory and
shipped robotically to an Amazon distribution center. When your
order was placed, it was robotically packaged and sent out in a small
robotically driven helicopter that dropped the package right at your
doorstep.

Your trip to Walmart also did not require human touch (other
than yours). Gone are the days of waiting in line to have your items
scanned and bagged. As soon as you put an item in your shopping
cart, the embedded RFID (radio-frequency identification) tag was
read and the item automatically charged to your account. Gone too
are the small army of human shelf stockers. This job is now done
robotically. Robots are also in use at every step in the distribution
and production sequence. Robots packed and drove the food to your
local Walmart. Robots also were used to grow the food on the farm,
to pack them, and to ship them.

I expect two quite different reactions to this little description of
consumption in the year 2035: some will think this is wildly implau-
sible because it attributes too much to robotic developments; others
will find it wildly implausible because it attributes too little to robotic
development. The latter reaction is probably closer to the mark, but
as the former is inconsistent with what is argued here, we shall focus
on it.

What may be unnerving for those who do not follow robotic devel-
opment closely will be not how much extrapolation from our current
technology is required for robotics but how little. Some of this is
already a reality. Part of our little story involved print-on-demand
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technology. But print-on-demand robots are already functioning, and
by 2035, this will be considered ancient technology.

The idea that the electric razor might reach your hand untouched
by any other human is only a small extrapolation from current tech-
nology. Recently, Philips Electronics opened a factory in the Dutch
countryside that uses 128 robots and one-tenth the human labor
as a counterpart of their factory in China.? The robots work with
greater acuity and dexterity than is possible for an unaided human;
for example, one robot bends a connector wire in three places and,
guided by video camera, slips the bent wire into holes too small for
the human eye to see.? These robots are able to do such incredible
feats at such rapid rates that they must be enclosed in glass cages,
as their rapid speed can endanger the few humans working in the
factory. Of course, robots are capable of working 365 days a year,
24 hours a day. The new factory has made obsolete the hundreds of
Chinese workers who assemble razors in China the old way, using
human labor.

Not only is manufacturing being revolutionized by robotic work-
ers, but also is the shipping and receiving industry. We are on the cusp
of being able to get the inventory from factory to warehouse roboti-
cally. In some advanced warehouses, Kiva robots are directed by a
computer program to select inventory from the warehouse shelves and
bring it to human workers who actually place the items into boxes for
shipping. On the transportation end, Google has software for driver-
less cars. Of course, legal restrictions still require a human driver to
be present who is capable of taking over the wheel, but the software
is already so good that experimental vehicles have gone hundreds of
thousands of miles without any human intervention. The safety record
of this software already exceeds that of the average human driver. It
is not hard to imagine that human-driven vehicles may be illegal in
20 years, simply because they would be more dangerous in compari-
son to robotically driven vehicles. Thus, it only requires the barest
extrapolation on today’s technology to imagine robots packing orders
at the factory, driverless trucks shuttling inventory between factory
and warehouse, and robots packing and delivering orders straight to
the doors of customers. Amazon recently demonstrated a helicopter
delivery drone that could potentially make 30-minute deliveries pos-
sible, with the prediction by its CEO, Jeft Bezos, that the technology
could be deployed within five years.*

An obvious analogy here is the great reduction in the workforce
as a percentage of the population devoted to agriculture. In 1790,
there were about 3.5 million farmers, which was 90 percent of the
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population. Farm workers now make up 1.6 percent of the popu-
lation, comprising 5 million workers.® Poignantly, even this small
remaining farm workforce will be replaced in large measure by “farm-
bots.” Small prototypes of farmbots being tested in the field do such
things as plant seeds, pull weeds, and harvest in swarms. Although
they are not ready for prime-time deployment at present, it is already
possible for robots to do planting, maintaining, and harvesting jobs
in the laboratory. In all likelihood, in 20 years, robots will greatly
outnumber humans on farms in the United States. Agriculture is yet
to see the last reduction in its workforce.®

We will see a radical reduction in the need for human employment
not only in manufacturing, distribution, transportation, and agri-
culture, but also in more “cerebral” professions. There are medical
programs that outperform even experienced physicians in diagnosing
disease.” Surgical robots are also being developed. In both cases, the
physician and the surgeon are not completely replaced, but it is easy to
anticipate that the need for both on a per-capita basis might drop dra-
matically. For example, up to 60 percent of visits to family physicians
are for upper respiratory infections, which can be easily diagnosed
by a computer program.® The claim here is not that these professions
are going to be completely replaced by robotics in the next 20 years,
but, rather, that robotics will increase the efficiency of physicians and
surgeons so that fewer will be necessary per capita. The title of a
recent CNN article summarizes the trend, “Technology will replace
80 percent of what doctors do.”?

It seems that hardly a week goes by without some headline about
robotics taking over jobs in a new field. On the day I had almost fin-
ished a draft of this chapter, a Wall Street Journal headline appeared
with this intriguing title, “Robots vs. Anesthesiologists: J&]J New
Sedation Machine Promises Cheaper Colonoscopies; Doctors Fight
Back.”!? About a billion dollars a year is spent on sedating patients for
colonoscopies. The robotic anesthesiologist developed by Johnson &
Johnson promises to take over much of the labor of anesthesiologists.
Physicians actually performing the colonoscopy typically charge in
the $200-400 range for each procedure. Anesthesiologists charge an
additional $600-2,000. The robotic anesthesiologist, now approved
by the FDA, would work for a fraction of the cost, at $150 or so per
procedure.

Medicine is not the only high profile profession under siege of
robotics, there are computer programs operating today that can per-
form legal research faster and more effectively than well-trained law-
yers.!! We need not imagine a future where robotic lawyers stand up
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in court to give an eloquent defense of the accused to comprehend
that the need for human labor in the legal profession will decrease.

The so-called oldest profession should also worry about the
reduced need for human labor. Sexbots are available now with several
different “personalities,” capable of performing a number of different
sexual acts. The reason they have not penetrated the market further,
as it were, is due to their price, at least partly. They typically retail
in the neighborhood of $10,000. As the price drops, there is every
reason to suppose sexbots and other robots will further replace more
human labor.!?

Part of why the robot revolution is still invisible to many, despite
much recent press, is that we are still suffering a hangover from earlier
expectations. There was a lot of optimism in the 1960s that general
purpose humanoid robots might be a reality in the 1980s. This prom-
ise, obviously, was not fulfilled. Instead, what we have are far more
limited special-purpose robots. Presently, robots are designed for very
specific tasks; for example, most of the robots sold for floor cleaning
are specialized for vacuuming the floor or washing the floor. The idea
that we would have a general purpose house servant like “Rosie” from
the Jetsons cartoon is a long way off. Still, once our expectations have
been retrained, we can see why the robotic revolution is inevitable:
robots are getting incrementally cheaper and better every year.

Robotic vacuum cleaners like Roomba have vastly improved in
the last decade. When they first reached the mass market, they were
designed to clean a single room, were prone to fall down the stairs,
and used to get stuck in corners. They also needed to be recharged by
humans. Now, many such robots can vacuum a whole house unaided.
When the batteries run low, the robots return to their “feeding sta-
tions” where they recharge. They are by no means perfect but cer-
tainly much better at vacuuming than your average teenager. They
also work cheaper and do not complain.

Another example of robotic progress is Baxter from Rethink
Robotics. Baxter is an industrial robot designed by Rodney Brooks,
inventor of the Roomba robot. Let us consider the cost first. Unimate
is usually credited with the installation of the first industrial robot in
1961.13 This robotic arm worked at a General Motors factory with hot
die cast metal sorting and stacking. Unimate sold the robot at a loss:
it cost $65 million to make and Unimate sold it for a paltry $18 mil-
lion. Baxter costs more than 1,000 times less, retailing at $22,000.
Even compared to many of its contemporary competitors, Baxter is
a giant leap forward. Often the price of a robot is a fraction of the
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total cost of its operation. For example, a typical industrial robot that
costs $100,000 at present might use an additional $400,000 in labor
fees to have programmers write and debug code to instruct the robot
how to perform its task. Baxter, in contrast, can be trained by factory
workers: it is simply a matter of guiding Baxter’s arm to show it what
needs to be done. Baxter learns by doing, rather than having new
code input. This makes the lifetime cost of Baxter cheaper than many
of its competitors ($22,000 versus $500,000). Robots like Baxter will
revolutionize industrial production.

As mentioned above, the robotic revolution is being spearheaded
by specific purpose-built machines. And because of this, there are very
few who are able to see the revolution in all its clarity, as it requires
knowledge of developments in a number of specialized domains. For
example, when a reporter asked Rodney Brooks, inventor of both the
aforementioned Roomba and Baxter robots, how long it might be
before robots could replace McDonald’s workers, his response was
very telling. Brooks claimed that “it might be 30 years before robots
will cook for us.”** His reasoning for this prediction is also interest-
ing, “In a fast food place you’re not doing the same task very long.
You’re always changing things on the fly, so you need special solu-
tions. We are not trying to sell a specific solution.”*® T cannot help
but wonder whether Brooks has ever worked at a fast-food restau-
rant. As a former McDonald’s employee, I can attest to the repetitive
nature of the work.!® T would describe working there in exactly the
opposite way: you do the same task for a very long time with little
variation in the routine at each station. Interestingly, there is already
a robotic hamburger maker available from Momentum Machines.'” It
will cook up to 360 hamburgers an hour, plus cut fresh tomatoes, let-
tuce, and pickles. Or consider Kura, a sushi restaurant chain in Japan
that uses robotics to lower its labor costs.!® The fact that a world-class
roboticist like Rodney Brooks has underestimated the robotic revolu-
tion is revealing. The reality is that we are almost at a tipping point
where robots are cheaper even in an industry known for its low-cost
labor."?

Indeed, what is disturbing is that even in China, with its notori-
ously low wages and harsh working conditions, there is a move to
robotics. The chairman of Hon Hai (also known as Foxcon), manu-
facturers of Apple’s iPhone and other electronic devices, announced a
few years back that the company’s goal is to have a million industrial
robots in use by 2014.2° The plan has hit some snags but is still pro-
ceeding at an aggressive pace.?! Some analysts say the price of robots
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is still too high for it to make economic sense for Hon Hai, suggest-
ing that the price per robot would have to fall to $25,000 from their
current $50,000-$200,000 level. Interestingly, this is the price of
the aforementioned Baxter. So, again we are reaching a tipping point
where even in a low-wage country like China, it makes economic sense
to replace human workers with robots. Indeed, as we noted, Philips
Electronics has already found it more economical to set up a robotic
factory in Europe than have electric razors made in China with cheap
labor and then shipped to Europe.

The logic behind this move is explained by Hon Hai Chairman
Terry Gou: “Hon Hai has a workforce of over one million worldwide
and as human beings are also animals, to manage one million animals
gives me a headache.”?? Terry Gou added that he wanted to learn
from Chin Shih-chien, director of the Taipei Zoo, regarding how
animals should be managed. As offensive sounding as this is, it is hard
to deny the logic of his thinking from a ruthless business perspective.
Humans are expensive machines to run and maintain. The working
conditions of Hon Hai regularly make the headlines because, as noted,
they are the major manufacturer of Apple products. It is alleged that
the working conditions at Hon Hai are terrible and that there have
been a number of suicides as a result. Whether this is true or not, it is
clear that negative publicity is not something Hon Hai desires. Even
if humans could compete with robots in terms of work produced per
hour, the extra “headaches” of managing “animals” is surely going
to tip the scales in favor of robots. Focusing just on the economics of
the issue, if the price of robotic labor and human labor is even, then
robots will be the preferred choice, leaving humans in the dust.

Tue EconomisTs VERsUs CHICKEN LITTLE

It cannot be stressed enough that the argument is zoz that machines
will completely replace all human labor. This may come to pass one
day. However, there are good moral reasons why it would be wrong
for robots to replace humans in all occupations.?® Long before this
transpires, robots will partially replace humans in the workforce. So
the argument requires only the relatively modest claim that robots
will 7educe the need for human labor below full employment.

It may help to put some numbers to these claims. The height of
unemployment consequent to the great recession of 2008-2009 was
about 9.9 percent in 2010.2* If technological unemployment contin-
ues to occur, in the next ten years the rate of unemployment will con-
sistently remain higher than this and then it will continue to grow.
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In other words, the reason for the higher unemployment rate will be
due not to the cyclical nature of markets or subprime mortgages, but
because of huge increases in automation.

To this conjecture, it is often objected that economies have also
found jobs for displaced workers in the past; for example, when back-
hoes automated the work previously performed by hundreds of work-
ers on a single worksite with shovels, many laboring jobs were lost.
But economic growth spurred new employment opportunities for
the displaced laborers, including work in factories making backhoes,
backhoe mechanics, and backhoe salespersons.

Pressing the objection, it might be suggested that the analysis
here is mere Luddism. The Luddites of the early nineteenth century
reacted against the mechanized machinery of the industrial revolu-
tion. Skilled artisans in the textile industry were replaced by machin-
ery and less skilled labor was required to operate the machinery. In
response, the Luddites wrecked machinery, killed capitalists, and
battled with the British army.

In hindsight, it is easy to sympathize with their plight if not their
prescription. These artisans had much to fear. It is true that the econ-
omy as a whole benefited from the reduction of the price of textiles,
but most of these workers did not reap a commensurate reward. Their
jobs were permanently lost to automation and their particular skill set
did not position them well to compete in a new economy. Imagine
their plight when the workers, who put in the requisite years to learn
their craft, found that their skill was no longer needed and that they
would have no way to look after their families. At the micro level of
the individual worker, this is very sad. At the macro level, however, we
can see the benefit to the entire economy.

The same thing that happened to these workers in the textile
industry happened in many other professions. The objection to these
developments, then, can be summarized by saying that the history
of the modern world is one of workers made redundant by machines.
Whenever workers are made redundant, disciples of Chicken Little
have suggested that the employment sky is falling. Each time, how-
ever, the prediction of massive unemployment as a permanent feature
of the economy has proven false. Yes, there is pain as the economy
readjusts, but eventually workers find new jobs, often in entirely new
industries. This line of rebuttal to technological unemployment is
nicely summarized by the economist Alex Tabarrok:

I am growing increasingly annoyed with people who argue that the
dark side of productivity growth is unemployment. The Economist,
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which ought to know better, says we are overproductive. CNN Money
discusses the problem of productivity, the President blames productiv-
ity growth for unemployment. Even someone as sophisticated as Brad
DeLong writes “with productivity surging, it’s hard to be pessimistic
about GDP growth, but it’s easy to be pessimistic about unemploy-
ment” which seems to suggest that if only productivity growth were
lower, employment would be higher.

And yet the “dark side” of productivity is merely another form of
the Luddite fallacy—the idea that new technology destroys jobs. If
the Luddite fallacy were true we would all be out of work because
productivity has been increasing for two centuries. Sure, some say,
that may be true in the long run but what about the short run? Even
in the short run there is no necessary connection between productivity
growth and job loss. In the computer industry, for example, produc-
tivity growth has led to falling prices and a bigger not smaller industry.
If demand is inelastic then productivity growth can create short-term
unemployment, especially at the level of the industry experiencing the
growth—Iess likely but not impossible is that productivity growth
leads to short-term economy-wide unemployment.?®

I will refer to this objection as “the economists’ objection” simply
for ease of reference. I do not mean to suggest that all economists
endorse this idea, nor do I mean to suggest the idea is proposed only
by economists. Indeed, the belief that the economy will always gener-
ate enough jobs seems to be well entrenched: every year I hear college
freshmen state it with the same unflinching faith, just like economists
such as Tabarrok.

Notice that the economists have the more extreme position. They
are committed to the idea that the economy will generate full employ-
ment. Chicken Little wins if there is anything less than full employ-
ment due to technology’s advancement. Despite Chicken Little’s
horrendous track record of failure in predicting technological unem-
ployment, I think the prediction of technological unemployment is
sound.

THE NATURE OF THE DEBATE BETWEEN
CuickeN LiTTLE AND THE EconoMisTs

Thus far, I have merely rehearsed the outlines of a familiar debate. It
is easy to get the impression that we are at an argumentative impasse.
On one hand, the case for Chicken Little is based on the observation
that computers and robotics are making inroads into so many sectors
of the economy: agriculture, mining, construction, manufacturing,
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retail, professional services, teaching, health care, and food services,
to name but a few. On the other, it is hard not to concede that the
economists have a very powerful case. Their argument in a nutshell
is as described:

Premise 1: People wrongly claimed that automation will result in mas-
sive technological unemployment during 1811-2014.

Conclusion: People who claim in 2014 that robotics will result in
massive technological unemployment are wrong.

The seeming impasse noticed here is exacerbated by the problem
that we discuss here. If we press the economists to tell us where
the new jobs will be created for workers in the displaced industries
to move to, they will (rightly) respond that it is generally impos-
sible to foresee. The worker replaced by the automated threshing
machine had no inclination that his grandson would work as an
elevator operator. The elevator operator, made redundant by auto-
mated elevators, had no idea that his granddaughter would be a
cell phone engineer. This makes the economists’ position hard to
criticize, because they claim that some new, but as yet unknown,
sectors of the economy will open up and employ workers made
redundant by automation. It is, of course, hard to argue against
the unknown.

Despite this, I believe the case can be pressed against the econo-
mists. The first thing we should notice is that the economists’ argu-
ment is an inductive argument based on the general premise that
the future will resemble the past. The general pattern of reasoning
is straightforward enough. A reason to believe that the temperature
will dip below freezing next winter is that it has been dipping every
other winter for as long as humans have recorded temperature in
these parts. A reason to think the sun will rise tomorrow morning is
that it has risen every morning since before humans populated this
planet. Similarly, the economists’ argument uses the same inductive
pattern: every time automation displaced workers in the past, new
jobs were found.

A crucial difference between inductive arguments and deductive
arguments is that it is possible to accept the premises of an inductive
argument but deny the conclusion, whereas with a deductive argu-
ment, it is not. Consider this deductive argument:

Premise 1: People wrongly claimed that automation would result in
massive technological unemployment during 1811-2014.
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Premise 2: If people wrongly claimed that automation would result in
massive technological unemployment during 1811-2014, then people
who claim in 2014 that robots will result in massive technological
unemployment are wrong.

Conclusion: People who claim in 2014 that robotics will result in
massive technological unemployment are wrong.

If we accept Premises 1 and 2, then we are logically forced to accept
the conclusion. With inductive arguments, it is possible to accept the
premises but deny the conclusion. Generally, however, we need spe-
cial reasons to deny the conclusion, because denial of the conclusion
of an otherwise good inductive argument requires denying the idea
that the future will resemble the past. Suppose with the assistance of
a time machine, you are transported to Pompeii, August 23, 79 CE.
Someone tells you that fresh bread will be available in the market the
following day, based on the fact that fresh bread has been available
in the market every day for over 50 years. This is a very good induc-
tive argument, but still you have reason to deny the conclusion, that
bread will be available tomorrow, even while accepting that it has been
available for the previous 50 years. Your knowledge that Vesuvius will
blow the next day gives you reason to think that the future will not
be like the past for the poor city of Pompeii.

I propose to take a similar line with the economists’ argument.
Although I think there are reasons to deny the premise, we will
assume for the sake of the argument that the premise, that automa-
tion has not caused unemployment, is correct.?® 1 will argue that
there are reasons to think that the future will not resemble the past
with respect to employment. Accordingly, we have reason to deny the
conclusion of the economists’ argument.

Tue Goop or Humans I1N AN EcoNomy

To see why the future will not resemble the past, economically speak-
ing, it will help to step back for a moment and ask what role humans
play in the economy. On the demand side, things are relatively
straightforward: humans are the primary consumers of the economic
goods produced in economies. On the supply side, our primary ben-
efit is in the form of labor. What we offer to the economy in terms of
labor is helpfully illustrated by comparison with horses:

There was a type of employee at the beginning of the Industrial
Revolution whose job and livelihood largely vanished in the early
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twentieth century. This was the horse. The population of the working
horses actually peaked in England long after the Industrial Revolution,
in 1901, when 3.25 million were at work. Though they had been
replaced by rail for long-distance haulage and by steam engines for
driving machinery, they still plowed fields, hauled wagons and car-
riages short distances, pulled boats on the canals, toiled in the pits,
and carried armies into battle. But the arrival of the internal com-
bustion engine in the late nineteenth century rapidly displaced these
workers, so that by 1924 there were fewer than two million. There was
always a wage at which horses could have remained employed. But that
wage was so low it did not pay for their feed.?”

It is interesting to ask why new career opportunities did not open
up for horses after the invention of the combustion engine. After all, if
we are to believe that new job opportunities will open up for humans
after the robotic revolution, then surely capitalism should have found
jobs for horses after the internal combustion engine revolution. The
unbridled optimism of the economists seems to suggest full employ-
ment for horses too. So why did so many end up at the knackers? And
why should not we predict the same thing for human workers?

The answer is perhaps obvious: horses have one main thing to
offer the labor market, namely, their physical labor. As the quote
from Clark indicates, it is not that physical labor is not valued in the
modern economy, it is simply that the internal combustion engine
(or electrical engine) can provide the same physical labor much more
cheaply.

Horses also have some residual value in terms of what we might
call “nostalgia.” You can rent a horse and go for a ride. Or you can
take a ride on a horse-drawn sleigh or go on a carriage ride through a
park. No one pretends that these are the most efficient means to get
around. Some people just like being around horses or enjoy fantasiz-
ing about a bygone era when horses used to be the primary mode of
transportation.

So, horses have two things to offer to the economy: muscle and
nostalgia. By and large, their muscle power is not cost-etfective in
a modern economy.?® And the demand for horse nostalgia is not
enough to keep horses employed at the same rate they were in the
early part of the twentieth century.

Humans have three things to offer the economy: brains, muscles,
and nostalgia. History shows the inception of two great transforma-
tions in the economy. The first, approximately during 1800-1950,
was when human muscle power was replaced by machine power.
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Thus, starting in the eighteenth century, there was a rapid rise in
development of machinery to replace human physical labor. First the
steam engine and, later, combustion and electrical engines replaced
human and animal labor. Take a simple example. A backhoe can dig
and prepare the foundation of a building in a day. A small army of
humans with shovels might take a month to do the same thing. In
terms of energy output, we can see why this is so. An average human
might generate one-tenth of a horsepower over an extended period
of time, whereas a typical backhoe might be rated around 100 hp. A
backhoe operator has at his disposal the equivalent muscle power of
1,000 average human beings.

Perhaps nowhere is the replacement of human physical labor with
machine power more obvious than in agricultural production. As dis-
cussed earlier, at the turn of the eighteenth century in the United
States, about 90 percent of the population was involved in agricul-
tural production. A mere hundred years later, this fell to 40 percent of
the population. One manual-labor-saving device that reduced human
labor was the threshing machinery introduced in the late seventeenth
and early eighteenth centuries. Threshers separate wheat and other
grain kernels from the rest of the plant. Prior to the introduction of
the threshing machine, this was done through the use of a flail. A
typical flail comprises two sticks of wood joined by a piece of chain.
A flail, then, looks much like a nunchaku weapon often seen in Kung
Fu movies, although the sticks of a flail tended to be longer. Workers
would beat wheat and other grain crops in order to “separate the
wheat from the chaff.” This was extremely physically demanding and
labor intensive. With the introduction of the threshing machine,
about 25 percent of the farming work force was made redundant.
Again, at the individual level, we should feel sorry for those farm
workers who were laid off and unable to find different work due to
the invention of the threshing machine. But at the social level, we can
see how automated farm machinery ultimately improved the lives of
many. No longer must 90 percent of the population work on farms for
long hours, low pay, and in dangerous working conditions.

The Second Great Transformation, 1950-2050, will be when
computers and robots eventually replace human minds in the econ-
omy. Humans can still compete in the area of the mind; but as we
have seen, this advantage is dwindling. Robots that work in factories,
advanced computers that drive cars in busy traffic or make accurate
medical diagnosis, or even do effective law research, are all mak-
ing inroads into areas where humans once had a unique advantage.
There are two reasons for thinking that robots will continue to chip
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away at our last great advantage in the labor pool. First, the cost
of hardware for robotic intelligence is decreasing every year. This is
a consequence of “Moore’s Law,” which states that the number of
transistors on integrated circuits doubles every two years. In plain
English, computer hardware is getting more powerful and cheaper
every year. Second, gains in software development can be distributed
virtually for free. A comparison with humans may serve to high-
light the difference. Teenagers are no better at vacuuming today than
they were ten years ago. It costs about the same to raise them, and
each child has to be taught the art of vacuuming. Compare that
with robotic vacuums. If the computing power necessary to run
the robot’s brain cost $100 ten years ago, it now costs just over $3.
Programs for robotic cleaners have also improved in the intervening
period: robotic vacuum cleaners now are less likely to fall down stairs
or get stuck trying to vacuum up a sock. Each time programmers
make an improvement, it can be disseminated to current and future
robots through a simple download. In short, although we still have
one great advantage in the labor pool, our minds, our minds are not
getting significantly better or cheaper, whereas robots are improving
on both scores.

We can now see why the past is not a particularly good predic-
tor of the future in the case of employment. With the First Great
Transformation, humans were squeezed out of jobs that purely used
their brawn, but new sectors opened up in jobs that required their
brain. In other words, machines now are encroaching into the last
area where we have a competitive edge over them. So, unlike the dis-
placement of labor during the First Great Transformation, there is no
untapped category of jobs left for surplus human labor to migrate to.

A couple of caveats are in order. First, the distinction between
occupations that use one’s brawn or brain is best thought of as lying
along a continuum, with few (if any) jobs that are the pure forms of
either. My job as a philosophy professor is one of the clearer examples
of a brain-type job, but even my job requires human muscle. I must,
for example, move about and collect student papers, carry books to
class, and so on. The brawn involved in my job is fairly minimal, and it
is not enough to keep me physically fit by any stretch of imagination.
Some of the purer forms of brawn-type jobs include rowing a galley
and threshing grain. Neither of these is a pure form of brawn use, as
at least some mental activity is necessary for each: following orders
about when to row, for example. The claim about the two great trans-
formations, then, may be nuanced by claiming that the First Great
Transformation saw a mechanization of jobs that tended to be on the
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brawn end of the spectrum and now we are seeing the mechanization
of jobs that are more toward the brain end of the spectrum.

The second caveat is that humans will still be employed in nos-
talgic functions. For example, one can take a ride in an elevator in
the Young-Quinlan Department Store operated by a human “eleva-
tor operator.” Of course, at one time, elevators were not automated
but run by specially trained elevator operators. The few humans that
are still employed as operators appeal to nostalgia; it is certainly not
cheaper to run an elevator with humans as opposed to computers.
As with horses, we should expect that the demand for human labor
based on nostalgia will be pretty weak.

To summarize, the economists’ argument says that new areas
of the economy will develop to generate full employment. When
Chicken Little asks about these job-creating sectors, the economists
say that it is hard to predict where the growth will come from. If it
were easy to predict where these growth will come from, investment
would be straightforward, but it is not. The response to this is that
even supposing new sectors of the economy open up, the demand
for human labor is likely to be very weak since these new sectors
too will be faced with the question of whether to employ robots or
humans. The cost advantage will lie with using robots for the most
part, and so there will be weak demand for human mental labor in
the future, just as the demand for human muscle dropped precipi-
tously in the past.

WHaAT Ir CHickeN LiTTLE 1s WRONG?

Despite the strong case for looming technological unemployment,
it is worth considering the possibility that Chicken Little is wrong.
Chicken Little’s dire prediction is based on two claims: (1) that a
large number of jobs presently done by humans will be performed
by computers and robots in the future, and that (2) new sectors of
the economy will not generate sufficient jobs for humans (because
machines will supply most of the necessary labor in the new sectors
of the economy as well). Interestingly, there is near universal agree-
ment among experts about the first point. The residual disagreement
between Chicken Little and the economists is about point two.

It will be worth discussing what the economy will look like if the
second point is false and the first is true. For such a scenario, there will
have to be massive growth in the economy. Specifically, the growth in
economic output will have to be greater than worker redundancy. For
example, it might seem reasonable to expect that if 10 percent of the
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workforce is made redundant by robotics, then the economy would
have to grow by 10 percent to absorb these workers to maintain full
employment. Such a one-to-one relationship is illustrated in the one-
to-one graph below (figure 5.1).

However, such a one-to-one relationship is not plausible, as we dis-
cuss here. Suppose in an economy with 100 firms, with ten workers
per firm, each worker produces 1 widget per year. “Widget” is to be
understood as the product of the company, it could be goods or ser-
vices. This means that the economy produces 1,000 widgets per year.
Now, imagine that robotics and advanced computers replace only
10 percent of the work force. It is easy to suppose that the one-to-one
relationship must be correct: the economy must then grow by 10 per-
cent in order to absorb these workers and maintain full employment.
However, this is not the case. The economy would have to grow by
more than 10 percent to absorb these workers. If each firm now only
employs nine workers, the number of unemployed will be 100 work-
ers. If the economy grows by 10 percent, this would translate into
10 new firms. In other words, 110 firms each producing ten widgets
equals 1,100 widgets per year. But ten new firms would only employ
90 people, because the average number of workers employed has
dropped to nine. So, the economy would have to grow by more than
11 percent to get back to full employment. The difference gets more
dramatic as the redundancy percentage is increased. For example, if
robots replace three out of ten jobs at each firm, then the economy
will have to grow by 43 percent to get back to full employment, not
30 percent. For now there will be 300 people who will need to find
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jobs. Since the firms now only employ an average of seven people,
43 new tirms will have to be created to maintain full employment. If
robots are able to replace five out of every ten jobs at present, as sug-
gested by Frey and Osborne’s detailed study, then 500 people will be
unemployed in our economic model.?? 100 new firms would have to
spring up, that is, finding work for 50 percent of the workforce trans-
lates into a 100 percent increase in economic output (table 5.1).

The point, in other words, is that new industries themselves will
likely use advanced robotics and computers, and so economic output
will have to increase faster than the percentage of unemployed to keep
the economy at full employment. Figure 5.2 shows the relationship
necessary for economic growth and full employment.

Table 5.1 Increase in economic output

Firms Employees per firm  Total employees  Total widgets Percentage of

economy in 2014

(%)
100 10 1,000 1,000 100
111 9 1,000 1,110 111
125 8 1,000 1,250 125
142 7 1,000 1,425 142
166 6 1,000 1,660 166
200 5 1,000 2,000 200
250 4 1,000 2,500 250
333 3 1,000 3,333 333
500 2 1,000 5,000 500
1,000 1 1,000 10,000 1000
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We are now in a position to see why BIG is a smart bet, given the
uncertainties in employment creation. The future economy, with mas-
sive implementation of robotic workers, may not or may generate full
employment for humans. If the former, then there is a clear need for
BIG. In such a case, we imagine that workers get simply outcompeted
by robots in most areas of the economy. Addressing the needs of such
displaced workers is morally and prudentially important. Morally, of
course, we ought to care about the plight of our fellow humans. Even
for those motivated solely by prudential concerns, BIG would be an
efficient way to stop social unrest caused by massive unemployment.
Those fortunate to be still employed, in other words, should find BIG
an attractive means to avoid the threat of having their heads put on
the ends of pikes by angry mobs upset by perceived unfairness of the
robotic revolution.

On the other hand, if the economy is able to generate full employ-
ment, then the economy will have to grow faster than the redundancy
rate to maintain full employment. This means that the economists
who predict full employment must also predict a massive growing
economy of unprecedented proportions as a logical consequence. That
is, optimism about full employment logically requires optimism about
a massively expanded economy. In this case, paying for BIG will be
comparatively easy as it will be a small percentage of total economic
output. As noted in chapter 2, a reasonable BIG for US citizens works
out to 11 percent of the economy at present. Using this as our baseline,
we can see that if 20 percent of the jobs at present performed by human
workers are executed by robots while full employment is maintained,
then paying for BIG as a percentage of the economy should fall to
6 percent from 11 percent of the total Gross Domestic Product. If half
the jobs are taken over by robotics in an economy with full employ-
ment, then the total cost of BIG works out to about 3 percent of this
economic future. So, what makes BIG a rational bet is that either it
will be urgently needed or easy to pay for (and perhaps both).

UNREST AND UNEMPLOYMENT

If there is persistent high unemployment, say over 15 percent, and
nothing is done for the displaced workers, then I predict civil unrest.
History is only partially supportive of this claim. Certainly, there are
historical cases of civil unrest caused by high levels of unemployment
and economic desperation. Britain experienced food riots during the
1770s and 1780s. There were general strikes in Britain during 1921
and 1926 due to economic distress, mainly in the working class. The
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“Swing Riots” in the 1830s in Great Britain were directly attributable
to high unemployment, caused in part by the introduction of mecha-
nized farm machinery, which displaced workers.

The strongest countervailing evidence is the Great Depression.
Although unemployment in the United States rose to 25 percent, the
history of this period was relatively peaceful. The most notable civil
unrest was the use of the US military against veterans during the
Bonus Expeditionary Force’s protest in Washington. About 17,000
World War I veterans demanded early payment of a bonus promised
to them in 1924, which was to be paid in 1945. Their argument was
that the Great Depression was sufficient cause to demand that the
bonus be paid early by the federal government. The veterans and their
families set up camp around Washington. Two protestors were shot
by the police, at which point, President Hoover sent in the army to
clear out the protestors.

Despite the lack of widespread civil unrest during the Great
Depression, there are several major differences to the scenario where
robotics replace human labor. One difference is that citizens are less
acquiescent today than they were in the 1930s. There is a level of
cynicism at present that was not there during the 1930s. People dis-
trust politicians and economic leaders far more today. Modern com-
munication systems, cell phones, Internet sites, text messaging, and
so on, make it much easier for the disaffected to communicate with
one another and coordinate their activities.

However, perhaps the biggest difference would be people’s long-
term outlook. Unemployment during the Great Depression was not
perceived to be caused, at least in large part, by workers being made
redundant due to advances in technology. Scholars typically mention
things like the stock market crash of 1929, a large number of bank
failures, reduction in consumer demand, foreign trade policy, and
so on. During the Great Depression, it was generally believed that
the economy would eventually bounce back and jobs would return.
People had faith that it was merely the cyclical nature of capitalistic
economies. So at least one big difference during the Great Depression
was that there was hope things would get better. Suppose you are one
of the more than half million truck drivers laid off when driverless
trucks take over. If you see doctors and lawyers being laid off too as
a result of advanced computers and robotics, what will you hope for
in terms of getting your next job? If it is not a cyclical phenomenon
but a permanent feature of the economy, then acquiescence will not
be fueled by hope.
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ALTERNATE SOLUTIONS, INCREASED
OprPrRESSION, AND WELFARE STATE

If economic gains in productivity due to robotics tend to coalesce in
the hands of the few, the so-called 1 percent, while more and more
workers are made redundant, it is hard to see how civil unrest will not
result. Almost certainly before widespread rioting ever occurs, policies
would be formulated to deal with the problem. As consequentialists,
we should choose the policy alternative that best promotes aggregate
utility. So, we should consider how the BIG solution compares with
the alternatives.

One possibility would be to simply beef up security. If a large sec-
tion of the population is agitated because they cannot find jobs while
wealth gets concentrated in the hands of fewer and fewer, then an
obvious solution is to increase the scope and power of law enforce-
ment services. It would be an easy matter to create robotic riot police
capable of spraying thousands of bullets per second to squash poten-
tial riots. Increased surveillance and control of communication net-
works would make it possible to preempt planned demonstrations. It
is also possible that a number of prison functions might be handled
by robotics to make it cheaper to incarcerate more of the popula-
tion. As noted in chapter 2, the United States at present has 5 per-
cent of the world’s population and 25 percent of the world’s prison
population. Robotics might make it possible to double or even triple
prison space, maintaining an even larger prison population at a more
cost-effective level. It may not be an unrealistic national goal to try
to double or quadruple the present prison population while keeping
costs flat simply by using robotic prison guards.

For most readers, the absurdity of the previous paragraph should
be evident. For the rest, I should point out that a large prison popula-
tion is almost always going to be one of the worst options for conse-
quentialists. It merely treats the symptoms, not the disease, and does
so in a particularly brutal way. Even if the prediction is good about
how the United States will handle the situation, it is not one that a
consequentialist should seriously entertain.

More plausibly, it might be thought that extending the current
welfare system is a much better idea than something as drastic as
BIG. Certainly this would be a serious improvement over increasing
the brutality of the police state, but it still would not be nearly as
effective as BIG in raising aggregate utility. Consider first the prob-
lem of unemployment. The difficulty people have in thinking about
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unemployment is surprising. At the height of the recession a few years
ago, I asked my students a question after first explaining a situation
thus: Suppose you have a friend who you see day after day lying on
a couch watching TV. Your friend has no job. You say, “You ought
to get a job.” There are two ways this phrase can be understood: “It
would be in your interest to get a job (so you don’t waste your life
watching TV),” or, “You have a moral obligation to get a job (rather
than being a parasite on society).” In which sense do you mean this?
The answer was that it was in both senses. Most of my students think
it would be in their friend’s interest to get a job and that he has a
moral obligation to get a job.

To see the problem here, we need two further points. The first
of which is that there is nothing special about the TV watcher. The
same thinking applies to almost all the other unemployed (some may
have special circumstances like a physical or mental disability; we can
safely ignore this complication for present purposes). So at the height
of the recession, this same imperative to get a job would have applied
to 10 percent of the population.

The second point is philosophical: that “ought” implies “can.”
What this means is that if I say you ought to do X, then this implies
that you can do X. Suppose I say you ought to save two drowning
swimmers 5 km apart. You say there is a small chance and a great
risk to your own personal safety that you might be able to save one of
them but there is no way you can save both. And that by the time you
get to one victim, the other will surely be drowned. We can see that
there is no meaningful sense to saying you ought to save both when
you cannot possibly save both.

But now we can see that the same point applies in times of high
unemployment. When the number of jobs available greatly exceeds
the number of unemployed, it makes no sense to say that everyone
ought to get a job. There is a composition fallacy at work. It may be
true that each runner might win the race, but it does not follow that
every runner can win the race. Similarly, even if each person could get
a job, it does not follow that every person can get a job. We must keep
this in mind when we think through the proposal: it is utter nonsense
to think that everyone ought to get a job.

We could, of course, consistently demand that everyone ¢7y to get
a job, knowing full well that most will fail in this due to robotics
displacing workers. But what would be the point of such an exercise?
It would probably be a more useful and less soul crushing exercise to
demand that the unemployed dig holes on even days and fill them
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back on odd days. Yes, the task would be as big a waste of time as
looking for a job in times of high unemployment, but at least it would
be good exercise. People who give up looking for work during peri-
ods of high unemployment ought to be treated as national heroes. If
the economy is not producing enough jobs, then those who give up
are making it possible for others to find work.

In times of high unemployment, it would make sense to decouple an
“actively seeking work” stipulation for welfare benefits. Furthermore,
we would not want welfare recipients being actively discouraged from
seeking work. Welfare should encourage welfare recipients to work
when it is available, so part-time or seasonal work ought to be encour-
aged, not discouraged. And if some have a business idea that they
want to pursue, even better. To do this, there should be some means
to allow such work to supplement welfare rather than being forced to
choose between, say, low paying temporary work and welfare. Such a
choice would discourage people from reentering the work force.

Once we stipulate that there ought to be no work requirement and
that work ought to be encouraged by allowing people to supplement
rather than replace their welfare payments when they have low wage
jobs, then we can see that there would be few differences between
such a modified welfare system and BIG. And to the extent that there
are differences, the advantages are on the side of BIG. The similarities
are clear: both the modified welfare system and BIG have no “actively
looking for work” requirement, and both would not take away pay-
ments if any work is found.

In terms of advantages, one is efficiency.3? It takes a small army of
government officials to run the nearly 200 welfare programs in the
United States. BIG would eliminate most of these because of its uni-
form nature: everyone receives BIG. There is no need to hire, some-
times Gestapo-like, officials to make sure that people are looking for
work or not double-dipping: working and also collecting welfare or
working part-time and collecting more welfare than entitled.

The second reason to prefer BIG is that it will reduce the “two
citizen” view implicit in the welfare state model. The two-citizen view
says there are two types of citizens: citizens proper and those who
live off welfare. As argued in chapter 3, the two-citizens view is false.
State capital justifies a BIG income. It is only false consciousness that
drives this ideology. As I will explain in the following chapter, the
two-citizens view is also harmful to aggregate happiness.

Another possibility would be to reduce the workweek to, in effect,
divide up those remaining jobs. So for example, if the workweek
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was reduced from 40 to 20 hours, then business would have a large
incentive to hire more workers. I will say more about this strategy
in a later chapter and so will confine myself to a few brief remarks.
First, reducing the workweek speaks only to the demand side of the
problem. As robots take away certain jobs that are easily emulated by
robots, for example, the ability to drive or dispense anesthesia, the
residual demand for human labor will be for certain human intel-
lectual abilities that are harder to emulate with robotics, for example,
mystery novel writer or marketing executive. The skills to perform
such jobs are not uniformly distributed in the human population: one
needs some combination of natural endowment and education. Even
if everyone has a natural endowment, it will take considerable time to
reeducate workers for these jobs. Cutting the workweek does noth-
ing to address the supply side, which involves keeping workers from
starving while they retrain. Second, these are not mutually exclusive
strategies. I contend that it will be necessary to do both: offer BIG
and reduce the workweek to maximize aggregate well-being. Neither
one implemented on its own will be sufficient.

CONCLUSION

The robotic revolution is already under way, even though it has not
made a dramatic impact on the labor market at present. The argument
of this chapter is that the robotic revolution will cause significant
turmoil in the labor market. If there is ever a return to full employ-
ment, it will be after the result of major readjustments by workers and
businesses. There is a significant chance that such turmoil, unless it is
proactively addressed, will result in angry and frustrated workers.

In closing this chapter, it is worth repeating two points made ear-
lier: BIG is proposed as a floor-level proposal rather than a ceiling-level
one. As noted, it may be that we must cut the workweek in addition
to BIG. It may also be necessary to offer citizens additional education
and training in order to live in the new economy. So, to say that BIG
is not enough is not a criticism of the present proposal. It should also
be noted that it is not sufficient to merely say that BIG may have some
bad consequences. Every public policy has negative consequences of
some sort. The question for consequentialists, however, is whether
there is a better overall net balance of good versus bad consequences
for any given policy recommendation. So, for example, implement-
ing BIG might have negative consequences for welfare officers who
are charged with establishing eligibility for welfare payments. It is



PEACE, ROBOTS, AND TECHNOLOGICAL UNEMPLOYMENT 4 117

unfortunate that these people will lose a decent-paying job, but the
upside is that more people will benefit under BIG. As noted, a suc-
cessful criticism of BIG requires formulating an alternate policy that
has a higher overall net utility: the standard is not a policy with no
negative consequences.

Second, BIG is actually a conservative option, given our uncer-
tainty about the future. There is near-universal agreement among
experts who have examined the question of robots assuming many
jobs presently done by humans. The residual disagreement is whether
or not such displacement of human workers will result in massive
unemployment. If] as I have argued, this displacement leads to high
levels of unemployment, then the need for BIG to maintain peace is
clear. The opposition here are optimists who believe that the econ-
omy will generate sufficient jobs for humans. As I argued above,
optimists will also be committed to the view that there will be a mas-
sive expansion of the productive capacity of the economy to generate
full employment. Under the optimists’ scenario, the need for BIG to
maintain peace will be greatly reduced, but then the cost of BIG, as
a percentage of the economy, will also be relatively small. So, either
BIG becomes necessary to keep the peace under massive unemploy-
ment, or the cost of BIG as an insurance policy becomes relatively
small and easy to implement.



CHAPTER 6

BIG Happiness

INTRODUCTION

The academic study of happiness has undergone a revolution in the
past 20 years or so. The work of psychologists, economists, sociol-
ogists, and other scientists today regularly make news headlines as
the latest scientific investigations into happiness are brought to the
public’s attention. Most scientific interest has been focused on the
“determinants” of happiness: what things make people happier or
unhappier. A partial list of possible determinants studied by scientists
include genomes, education, health, illness, unemployment, marital
status, friendships, altruistic behavior, age, sex, race, TV watching,
and income.

Some of the research from this scientific revolution has direct
implications for consequentialist thinking about public policy, and
BIG in particular. In order to provide a framework for appropriating
this research, in this chapter we will assume a version of consequen-
tialism: utilitarianism. Utilitarianism claims that the only thing that
is ultimately good is happiness. Furthermore, we will assume a ver-
sion of utilitarianism that says the right course of action for indi-
viduals and societies is the one that maximizes aggregate happiness.
In thinking about policies that govern our society, we want to make
sure that the policies adopted actually have the intended effect. So,
utilitarianism is very interested in obtaining reliable predictions
about possible consequences of different policy choices. The scien-
tific study of the determinants of happiness is relevant because it can
help us figure out which course of action is likely to generate the
greatest amount of happiness. If scientists tell us education causes an
increase in happiness, then as good utilitarians (other things being
equal), we ought to fashion policies that promote education. If sci-
entists tell us that watching TV, not exercising, and taking drugs
promotes happiness, then (other things being equal), we ought to



120 4 FREEMONEYFORALL

fashion policies that promote TV watching, not exercising, and tak-
ing drugs.

The work of social scientists supports the contention long made
by utilitarians for redistribution of wealth and income. Taxing an
additional $10,000 per year from someone like Bill Gates, who often
makes over a $1,000,000,000 per year, would have a negligible effect
on Gates’ happiness, while giving a homeless person an additional
$10,000 per year could have a dramatic positive effect on the home-
less person’s happiness. Notice that the argument does not require
any assumptions about the economy growing: if we take $10,000
from Bill Gates and give it to a homeless person, the amount of
money in the United States will remain exactly the same. To some,
the argument seems almost magical. How can we increase happiness
without increasing the total amount of money in the system? As we
shall see, utilitarians answer this question with the idea of diminish-
ing marginal utility of money.

This chapter updates the argument by discussing contemporary
understandings of “happiness” and looking at empirical research,
which investigates the relationship between money and happiness.
These new developments, I shall argue, reinforce the utilitarian argu-
ment for distribution along the lines of BIG.

Derining “HApPPINESS”

Social scientists differ on how to understand the meaning and
measurement of the term “happiness.” Although these different
understandings are supportive of BIG as a policy, it will help us to
understand the nature of this disagreement. We will start with some
commonly made philosophical distinctions and work our way toward
some controversies in social science.

We said that utilitarianism is a version of consequentialism and
consequentialists seek to promote the good. What does “the good”
mean in this connection? Answer: the good is whatever makes lives
go well.! So, utilitarians claim that we ought to promote, as far as
possible, whatever it is that makes lives go well. The question of what
it means for a life to go well is the question of well-being, or pruden-
tial value.

Utilitarians claim that well-being is to be identified with hap-
piness, that is, happiness is the sole prudential value. So the best
version of any society is one that is organized in such a way that
people are as happy as possible. Other things society might value,
like education, good health, and wealth, are valued by utilitarians
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only to the extent that they promote happiness. So, a utilitarian
would say that if wealth does not make you happy, then it is of no
value to you. A little technical vocabulary should help us keep the
distinction in mind. Intrinsic values are values that are valuable
in and of themselves, while instrumental values are valuable only
to the extent that they lead to intrinsic values. Ultilitarians believe
that there is only one intrinsic value: happiness. Utilitarians are not
against education, health, and wealth by any stretch of imagina-
tion, but they are committed to saying that these things are valu-
able only to the extent that they lead to greater happiness. In other
words, for utilitarians, education, health, and wealth are, at best,
instrumentally valuable.

We can summarize this by saying that utilitarianism incorporates
hedonism. Hedonism claims that pleasure or happiness is the sole
prudential value. This may sound as if utilitarianism and hedonism
are the same thing, but utilitarianism goes beyond hedonism: it tells
us what to do about the prudential value of happiness, namely, act in
such a way as to maximize it for all. One contrast here is an egoistic
version of hedonism. It agrees that the sole prudential value is happi-
ness, but it exhorts us to pursue our own happiness, not the happiness
of all.

The main competitor to hedonism in the history of philosophy
is perfectionism. Perfectionism is the view that the sole intrinsic
good is the development of human excellences, which may include
knowledge, rationality, friendship, creativity, autonomy, health,
and physical prowess.? Typically, perfectionists value happiness only
instrumentally. If happiness leads to greater health, for example, then
happiness is instrumentally valuable. In the next chapter, I will argue
for a hybrid view that combines both hedonistic and perfectionist
elements. For the moment we will deal with only hedonism, and so
focus on happiness.

In thinking about the meaning of “happiness,” we should distin-
guish between the two senses of the word “happy.” In one sense, it
is merely a synonym for well-being in just the way that “hold™ is a
synonym for “grip” and vice versa. In another sense, happy refers to
a psychological state of some sort. As a first stab, we might think of
happy in the psychological sense as the opposite of despondent or
depressed. Indeed, the parallel runs deeper: just as we might think
that psychologists have a professional interest in the mental state of
depression, so too will they have a professional interest in happiness
as a mental state. This interest, as noted, has blossomed in the science
of psychology in the past 20 years or so.
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AFrrFEcTIVE THEORIES OF HAPPINESS

As a rough taxonomy, we can think of the analyses of the mental state
of happiness falling into two broad categories: affective and cognitive.
The emotional state view of happiness is the major affective view of
happiness in the social science literature® and has been defended by
philosopher Daniel Haybron.* So, on the emotional state view, hap-
piness is understood as the antipode to negative moods and emotions
such as sadness, anxiety, and anger, frequently studied in psychology.®
Happiness is to be identified with positive emotions such as “joy,
interest, and pride.”®

Thus, to be happy on the emotional state view is to have some favor-
able balance of positive moods and emotions over negative moods
and emotions. To be unhappy is to have some unfavorable balance of
negative moods and emotions over positive moods and emotions.

A competitor affective theory is the sensory pleasure view of hap-
piness: happiness is the experience of sensory pleasure, with paradig-
matic instances being sexual and gustatory pleasures. As Haybron
notes, it may be that some of the classical hedonists, such as J. S.
Mill, have not fully distinguished sensory pleasure from emotional
state theory.” However, it seems there are good reasons to think the
two as distinct. It is possible to experience sensory pleasure but not
be in a positive mood. Imagine you have sex with your spouse at
the regularly appointed time despite not being in a good mood: you
suspect he has been cheating on you. You experience sensory pleasure
during orgasm, but this in itself does not put you in a good mood. Of
course, sensory pleasure and pain may often influence our moods: a
delicious dinner may buoy our spirits and chronic or intense pain can
negatively influence moods and emotions. So, sensory pleasure and
positive moods and emotions are conceptually distinct, even if often
causally connected.

While I believe that sensory pleasure is part of our understanding
of happiness we will drop the question of whether sensory hedonism
is part of happiness, as there is little relevant literature on the relation-
ship between income and sensory pleasure.®

CoeNiTIVE AccounTs oF HAPPINESS

In this section, we will look at cognitive accounts of happiness.
Cognitive theories tend to be variants of the “whole life satisfaction
view.”® The basic idea, as its name suggests, is one in which individu-
als judge the overall quality of their lives as favorable.!® Ed Diener
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and his colleagues formulated a comprehensive tool to investigate this
sense of happiness.

The Satisfaction with Life Scale

DIRECTIONS: Below are five statements with which you may agree
or disagree. Using the 1-7 scale below, indicate your agreement with
each item by placing the appropriate number in the line preceding that
item. Please be open and honest in your responding.

1 = Strongly Disagree

2 = Disagree

3 = Slightly Disagree

4 = Neither Agree or Disagree
5 = Slightly Agree

6 = Agree

7 = Strongly Agree

In most ways my life is close to my ideal.

The conditions of my life are excellent.

I am satisfied with life.

So far I have gotten the important things I want in life.

If T could live my life over, I would change almost nothing.!!

T 20—

Happiness, on this view, is to have a reasoned positive global judgment
about the course of your life. It is important to understand that whole
life satisfaction is not used to indicate whether someone is happy or
unhappy, but, on this view, happiness zs whole life satisfaction.

A number of philosophers have recommended the life satisfaction
view.!? Wayne Sumner claims happiness is

a positive evaluation of the conditions of your life, a judgment that,
at least on balance, it measures up favourably against your standards
or expectations. This evaluation [...] represents an affirmation or
endorsement of (some or all of) the conditions or circumstances of
your life, a judgement that, on balance and taking everything into
account, your life is going well for you.!3

Let us note a few features about whole life satisfaction accounts.
The basic unit of analysis is a propositional attitude. Propositional
attitudes have an object (a proposition that describes some state of
affairs) and an attitude (a mental state connecting a person to the
proposition). Consider a proposition such as, “It will rain tomorrow.”
I might have various propositional attitudes to this proposition, for
example, “I believe that it will rain tomorrow,” or “I desire that it will
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rain tomorrow.” In the case of life satisfaction accounts, the proposi-
tion is some global statement about the relationship between one’s
“standards or expectations” and one’s life. The first item on Diener’s
survey nicely illustrates this: “In most ways my life is close to my
ideal.” The propositional attitude is one of (degrees of) agreement or
disagreement. Thus, the happiest persons are those who would say,
“I strongly agree that in most ways my life is close to my ideal.” The
unhappiest persons are those who would say, “I strongly disagree that
in most ways my life is close to my ideal.”!* For whole life satisfaction
accounts of happiness, the relevant domain of propositions are ones
dealing with a person’s life, or some important domain thereof, for
example, one’s work or family life.

PossiBLE EVIDENCE, REDISTRIBUTION, AND
AGGrEGATE UTILITY

The affective and cognitive accounts of happiness and their associ-
ated survey instruments in the social science seem to perpetuate the
age-old debate about the primacy and importance of emotions versus
rational elements of ourselves. Fortunately, as we shall see, we do not
need to decide whether one theory, or perhaps both, provide a good
account of happiness.!> Both accounts point in the same direction:
a distribution pattern of income and wealth that is more egalitarian
will promote aggregate happiness. In this section, we will examine
different possible relationships between income and happiness to give
us some idea of what we should be looking for before turning to evi-
dence from the social scientists.

The strongest case for redistribution in the name of aggregate
happiness will come if the rich are made happier by being “unbur-
dened” of their income and the poor are made happier by having
more income, as illustrated in figure 6.1.

Second-best would be where income buys happiness for the less
well-off but does not buy happiness for the rich, as in figure 6.2.
Here, redistribution from the rich would benefit the poor and not
diminish the happiness of the rich.

There are at least two ways that the evidence could go against the
redistribution proposal if there is no correlation between money and
happiness, or if the correlation is perfect. Figure 6.3 illustrates the
first case. If figure 6.3 is correct, then redistributing money will have
no effect on happiness since the rich and the poor are equally happy.
(There could be other reasons for redistribution, but figure 6.3 would
indicate that these reasons do not involve happiness.)
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Figure 6.4 DPerfect correlation

If there is a perfect correlation for happiness, as in figure 6.4,
this too would be bad news for the happiness-from-nothing the-
sis. Figure 6.4 suggests that a one point gain in happiness is associ-
ated with an additional $20,000 in income. So increasing a person’s
income from $20,000 to $40,000 would increase their life satisfac-
tion score from 1 to 2. But if $20,000 were taken say from someone
earning $160,000, this would reduce his or her happiness by 1 point,
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Figure 6.5 Diminishing marginal utility of income

so there would be no net gain in overall happiness. Of course, there
might be other reasons to redistribute wealth, for example, that it
provides a fairer distribution of happiness, but this would be bad news
for the happiness-from-nothing thesis.

Not quite as good as our first two graphs, but a third best would
be one where there is a diminishing marginal utility, as in figure 6.5.
This would imply that money always buys happiness, but at a dimin-
ishing return at higher levels of income. So, unlike the first two
graphs, it has the implication that taking away money from the
wealthy does diminish their happiness, but only very slightly. The
same dollar amount would dramatically improve the happiness of the
poor. So, diminishing marginal utility of income is consistent with
the happiness-from-nothing thesis.

ActuaL EvIDENCE

As intimated above, the empirical evidence suggests that income
affects the two components of happiness, affective and cognitive, dif-
ferently. We will take these in turn.

Kahneman and Deaton have found a satiation point for income
and positive affect at about the $75,000 income level.!¢ Their data
for positive affect is strikingly similar to our second-best case: money
does not buy happiness for the rich (figure 6.2). The Kahneman and
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Deaton result for positive affect has the implication that redistribut-
ing money from the rich to the poor would not affect the positive
affect of the rich but it would positively boost the positive affect of
the poor.

In other words, the Kahneman and Deaton result strongly sup-
ports the utilitarian case for redistribution. If income were redistrib-
uted from those making more than $75,000 to those making less,
there would be no diminishing of positive affect at the higher income
level and large gains for those at the bottom of the income scale,
should the money be redistributed to them.

The evidence for cognitive understandings of happiness is notably
different: evidence suggests there is no satiation point where money
does not buy more happiness. In the past, this was often thought to
be the case, but as Stevenson and Wolfers argue:

While the idea that there is some critical level of income beyond which
income no longer impacts well-being is intuitively appealing, it is at
odds with the data. As we have shown, there is no major well-being
dataset that supports this commonly made claim.!”

If Stevenson and Wolfers are correct, then their results put to rest
the idea that money does not buy happiness for the rich. However,
their data also shows that a given amount of money buys more hap-
piness for the poor than for the rich, that is, there is a diminishing
marginal utility of income. Stevenson and Wolfers note this impli-
cation of the diminishing marginal utility of income: “going from
$1,000 to $2,000 raises satisfaction by twice as much as going from
$2,000 to $3,000 and by the same amount as going from $10,000
to $20,000.7'8

Thus, the Wolfers and Stevenson data strongly supports the utili-
tarian case for redistribution. For example, it says that raising the
household income of the Joneses from $64,000 to $128,000 would
have the same effect on their happiness as raising the income of their
poor neighbors, the Smiths, from $4,000 to $8,000. Conversely, it
tells us thatif the Joneses make $128,000 and we redistribute $64,000
and boosted 16 families to $8,000 from $4,000, we would gener-
ate 16 times the amount of happiness that the Joneses lost through
redistribution.

A look at some data from a Gallup Poll (December 6-9,2007) will
help provide further insight into the possible effect of BIG.!” The
Gallup survey has a four category inventory for life satisfaction: “very
satistied,” “somewhat satistied,” “somewhat dissatistied,” and “very



BIG HAPPINESS 4 129

dissatisfied.” In households with less than $10,000 annual income,
only 24 percent rated themselves as “very satisfied,” while 32 per-
cent rated themselves “very dissatisfied.” There is quite a striking
difference compared with households with incomes in the $10,000
to $20,000 range. In this range, 47 percent of respondents indicated
that they were “very satisfied” with their lives and only 11 percent
rated themselves as “very dissatistied.” In other words, in the $10,000
to $20,000 category, twice as many were “very satisfied” and only a
third as many were “very dissatisfied” as compared with the less than
$10,000 category.

A somewhat naive prediction is that the lowest income group at
present, where only about a quarter rate themselves as “very satis-
fied,” would almost double with the implementation of BIG to a
point where almost half would rate themselves as “very satistied.”
I say it is naive because there are a number of confounding factors
that almost always intrude when thinking about policy changes. To
illustrate: the categories that the Gallup uses for income have quite
large intervals. A BIG of $10,000 would push some just over the
threshold into this category. If there is significant variation within the
category of $10,000 to $20,000, then the results might be skewed.
For example, if most of the gains in happiness in the second category
occur with those closer to $20,000, then the boost might be less
than predicted. Also, if social comparison accounts for a large portion
of the variation in satisfaction ratings, then the effect on happiness
might not be as great as the naive prediction. Consider that pre-BIG,
households with no income have the lowest income. With a BIG of
$10,000, these same households will have increased in their income
in absolute terms, but in terms of social comparison, they still have
the lowest income. On the other hand, it may be that BIG provides
a bigger boost than the naive prediction indicates. It is no secret that
many low paying jobs provide unpredictable employment. Part-time
jobs and seasonal jobs typically offer workers very little guarantee in
terms of regular employment. This bourgeoning segment of the labor
market has been dubbed the “precariat” by Guy Standing.?’ The
enormous uncertainty in the lives of the precariat worker is no doubt
a source of unhappiness. Even a modest BIG of $10,000 could boost
happiness more than we would predict on the basis of income alone,
if the fact that it is guaranteed makes a difference to how vulnerable
workers feel. Universal health insurance is also another confounding
variable. We might expect that some of the unhappiness of the low-
est income group is due to lack of affordable health care. If BIG and
universal health care were implemented at the same time, it would be
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hard to predict the level of happiness for the least well-oft. Still, there
is every reason to predict that the least well-off will gain significantly
in terms of happiness.

The Gallup Poll also shows how little effect decreased income
would have for the wealthy. The second highest income category
in the Gallup survey is houschold income between $250,000 and
$500,000. Imagine if the proposed VAT of 14 percent is introduced.
Potentially some people in this category (those making $500,000)
will pay approximately an additional $40,000 to $50,000 in tax.?!
Even this hefty increased tax bill would not be sufficient to move
them down to the third highest income category of $150,000 to
$250,000. But if it did move some down to the third highest category,
the effect on life satisfaction would be extremely small. In the second
highest income category ($250,000 to $500,000), 93 percent rated
themselves as “very satistied” while 90 percent in the third highest
category ($150,000 to $250,000) rated themselves as “very satisfied.”
Since there is little difference between the two categories, we can see
that it is a safe prediction that a reduced income will only have a very
small effect on the cognitive dimension of happiness.

It is important to underscore that the thrust of the utilitarian case
for redistribution is that it creates happiness-from-nothing. We men-
tioned this earlier, but it is worth investigating further.

To see what is at issue, imagine the Ultilitarian fairy asks us to
choose between raising a poor person’s happiness by one unit or a
rich person’s happiness by one unit. In the case of the former, this
means doubling the income of someone earning $10,000 per year
to $20,000 per year. In the latter case, it means increasing the rich
person’s income from $100,000,000 to $200,000,000 per year. We
might think this is implausible. True, $100,000,000 more per year
is a significant increase, but it also seems reasonable that someone
who is making $100,000,000 has far fewer monetary impediments
to happiness already. On the other hand, we can see why $10,000 in
extra income could make a significant difference to someone mak-
ing only $10,000 per year. The research from Stevenson and Wolfers
indicates that the increase in happiness for both would be the same.
So, in terms of promoting aggregate utility of just these two individu-
als (thus ignoring any effects on others in the economy), it would
make no difference whether the rich person’s income was increased
by $100,000,000 or the poor person’s by $10,000. In cither case,
aggregate utility would be increased by one point.

To bring the point home to BIG, we can also see that taking half
the income from someone earning $2,000,000 a year will reduce his
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or her happiness by X, but redistributing in the manner described
would add 100X, so the next gain would be 99X. It is this almost
magical creation of happiness that pushes utilitarians to income redis-
tribution. Without increasing the size of the economy one iota, we
can increase gross national happiness (GNH).

It may help here to contrast this thinking with the way economists
long thought about the relationship between happiness and economic
output, which was that gross domestic product (GDP) was a reason-
able proxy for the average happiness of a nation.?? On this thinking,
the way to improve GNH is to increase GDP. The evidence cited
in this chapter supports this claim, at least for the cognitive under-
standing of “happiness.” However, we have also shown that even if
the GDP remains fixed, a better distribution of income will increase
GNH. Happiness from nothing, then, means that we can increase
GNH without increasing GDP.

MEeasuriNnG HAPPINESS

The argument depends crucially on insights gained from social sci-
ence about the relationship between happiness and income. We will
consider three different doubts about this relationship, and therefore
three different challenges to the argument. The first is that we should
not trust data from social sciences because social scientists use mostly
survey data. Worries about survey data include the idea that people
may lie, there may be systematic biases, and that happiness is too per-
sonal to ever be measured.

This is certainly not the place to mount a full-scale defense of hap-
piness surveys, so I will confine myself to a few brief points. Like
any scientists, social scientists put enormous work into investigating
their scientific instruments. In particular, social scientists typically
ask about the reliability and validity of their instruments. Reliability
refers to the idea that the instrument will give consistent readings of
the phenomenon under investigation. Validity refers to the idea that
one is measuring what one in fact intends to measure. For example,
suppose we measure the height of some seedlings. On day one they
measure 3 inches, on day two they measure 2 inches, and on day
three they measure 3 inches. Our results suggest that the seedlings
shrunk and grew radically in the course of a couple of days. We then
find out that our measuring tape is made of cotton and it stretches
when wet. On day two it rained and so our tape measure made it
appear that the plants shrunk. In this case our tape measure is unreli-
able. Suppose then we switch to using a metal tape measure that is
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not affected by moisture. If we get a consistent reading of 4 inches on
days one, two, and three, then we have good reason to think the tape
measure is reliable. If, unbeknownst to us, the first inch of the tape
measure is missing, we would get a reliable but invalid measure of the
height of each plant.

Social scientists have put enormous effort into investigating the
reliability and validity of their surveys.?® To check reliability, social
scientists may survey the same population at different times. If there
is a radical difference in average happiness and no other explanation
for the variance, then this is evidence that the survey is not reliable. To
check the validity of their measures, happiness scientists will look for
independent measures of happiness. For example, among your friends
and acquaintances you know some who are happier and some who
are less so. Social scientists will record these estimates and compare
them with self-reports. So suppose you are asked about two friends,
Jack and Jill. You rank Jack 9/10 on the happiness scale and Jill 4,/10.
Scientists will then compare these numbers with Jack and Jill’s self-
reports of happiness. Scientists have found that these numbers corre-
late to a high degree, suggesting that surveys that rely on self-reports
of happiness are measuring what they intend to measure.?*

As mentioned, this is not the place to provide a defense of the
science of happiness. True, if there are good reasons to doubt this
science then there is reason to doubt the idea that BIG will promote
aggregate utility. But skepticism about the science of happiness works
both ways. Some may say that there is no reason to think that BIG
will increase happiness, and so this undermines one reason to endorse
BIG. Of course, this also undermines a reason to resist BIG: the idea
that redistribution will make people unhappy. That is, an opponent
of the argument cannot consistently say, “there is no reason to sup-
pose BIG will increase happiness, because the science of happiness
is illegitimate,” and “we should not adopt BIG because higher taxes
will make people unhappy.” The problem for this line of objection,
in other words, is that if there are doubts about measuring happiness,
then this cuts equally well against the idea that increased taxes affect
the happiness of the rich.

HaprpinEss AND INcoME: THE EAasTERLIN PARADOX

A less extreme form of skepticism agrees that we can measure hap-
piness, but suggests that the empirical data shows that money does
not buy happiness. Support for such a claim may appear to be sug-
gested by a seminal article published by Richard Easterlin in 1974,
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“Does Economic Growth Improve the Human Lot? Some Empirical
Evidence.” This is the catalyst for much of the interest and growth
of happiness studies by economists and other social scientists.?®
Easterlin’s “paradoxical” conclusion has sometimes been summarized
as “money doesn’t buy happiness,” but this is far from what Easterlin
said.?% It is worth attending to exactly what Easterlin concluded:

The concern of this paper has been with the association of income and
happiness. The basic data consists of statements by individuals on their
subjective happiness, as reported in thirty counties, including eleven in
Asia, Africa and Latin America. Within countries there is a noticeable
positive association between income and happiness—in every survey,
those in the highest status group were happier, on the average, than
those in the lowest status group. However, whether any such posi-
tive association exists among countries at a given time is uncertain.
Certainly, the happiness differences between the rich and the poor
countries that one might expect on the basis of within-country differ-
ences by economic status are not borne out by the international data.
Similarly, in the one national time series studied, that for the United
States since 1946, higher income was not systematically accompanied
by greater happiness.?”

One important thing to notice is that Easterlin says there is a posi-
tive correlation between income and measures of well-being within
a country. This result, at least with respect to life satisfaction, has
been repeatedly confirmed, including the recent results noted above
by Stevenson and Wolfers: “there is no evidence that the slope flat-
tens out beyond any particular ‘satiation point’ in any nation.”?3 So,
Easterlin’s findings support the following conclusion:

1. There is a diminishing marginal utility of income within coun-
tries at a particular time.

2. There is no correlation between income and happiness between
nations.

3. There is no correlation between income and happiness between
time periods in a nation.

Given the second and third conclusion, it is easy to see how some
might think that money does not buy happiness. After all, if rich
nations are not systematically happier than poor nations, and if
nations do not get happier as they get richer, then surely there is room
to doubt whether income causes happiness.
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In doubting that money is correlated with happiness, some com-
mentators seem to have lost sight of exactly what is paradoxical about
Easterlin’s result. If Easterlin found no correlation between income
and happiness, then 2 and 3 would be easy to explain. The trouble is
that 1 indicates a robust correlation between happiness and income,
whereas 2 and 3 do not.

Most of the debate between Easterlin and his critics turns on dis-
putes about 2 and 3, that is, the between-country comparisons of hap-
piness and the time series comparisons within a country. As I hope
to show, the debate is not really relevant for our purposes, so in dis-
cussing the Easterlin Paradox, I shall simplify the matter somewhat.
Easterlin’s results seem to challenge the “absolute” view of income.
The absolute hypothesis says that income affects happiness irrespective
of what has happened in the past and irrespective of how one’s peers
are doing. The relative hypothesis says that the effect of income on
happiness is influenced by history or one’s peers. There are two influ-
ential versions of the relative hypothesis. The adaption theory predicts
that changes in income tend to have relatively short-term effects on
happiness. A raise at work makes us happier, but after several months
or years, our happiness level will tend to settle back where it started.
The social comparison theory says that the effect of income on hap-
piness is directly proportional to how our peers are doing. If I get a
$5,000 raise while my peers get a $10,000 raise, I may not be happier
even though my income has risen in absolute terms.

Looking at the between-country comparisons, if the absolute con-
ception is correct, then countries with higher average income should
have higher life satisfaction ratings than poorer countries. This is
indeed what Stevenson and Wolfers found:

That citizens of rich countries have higher well-being on average than
citizens of poor countries. The correlation between average well-being
and log GDP per capita in 2010 is 0.74; not only is there a clear con-
nection between well-being and GDP, but GDP in fact explains (in
a statistical sense) more than half of the cross-national variation in
well-being.?

Similarly, if the absolute conception is correct, then rising national
incomes should be correlated with rising life satisfaction ratings. This
is what Sacks, Stevenson, and Wolfers found: a correlation between
growing economies and higher life satisfaction ratings.3® This suggests
that absolute, not relative, income is the more plausible hypothesis,
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for if the adaption version of the relative theory is correct, we should
expect no growth in life satisfaction scores. The data from Sacks,
Stevenson, and Wolfers, however, show an upward trajectory of life
satisfaction scores with growing economies.

My point here is not to suggest that Easterlin is wrong, only to
illustrate the controversy over 2 and 3. We are now in a position to
see that it does not matter whether Easterlin or his critics are correct
for the proposal under consideration. It will help to turn points 1, 2,
and 3 into questions that we might ask as utilitarians:

QIl. Should we redistribute income within countries at a particular
time?

Q2. Should we redistribute money between nations?

Q3. Should we aim to increase the total income of a nation?

If Easterlin’s critics are correct, then the answers, from a utilitar-
ian perspective, are “yes.” Since money always buys happiness (at a
diminishing rate), it would make sense to redistribute money within
society (other things being equal), so a positive answer to Q1 is man-
dated. It would also make sense to redistribute money from rich to
poor nations (other things being equal), since the happiness of poor
nations would go up more than the happiness of rich nations would
decrease, so an affirmative answer to Q2 is mandated. And finally,
if happiness always increases with total income, then (other things
being equal), nations should aim to grow their income, and so a yes
to Q3 is mandated.

If his critics are wrong and Easterlin is correct, then the answer to
Q2 and Q3 is “no.” If Easterlin is correct, there is no correlation®!
between happiness and income between nations, and there is no cor-
relation between the increasing income of nations and GNH. Hence,
there would be no utilitarian reason to redistribute money between
nations or attempt to increase GDP. Interestingly, if Easterlin is cor-
rect, then there is reason to redistribute income within a country at
a given time period, since higher income is associated with increased
happiness. Thus, an affirmative answer to QI is mandated from a
utilitarian perspective whether Easterlin or his critics are correct.

We have, then, another means to illustrate what is so paradoxical
about Easterlin’s results. On the face of it, it seems that the same
answer should be given to all three questions. If there is no rela-
tionship between income and happiness, then the answer to Q1, Q2,
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and Q3 should be “no.” If there is a relationship between income
and happiness, then the answer to Q1, Q2, and Q3 should be “yes.”
Easterlin’s result suggest an inconsistent response: sometimes “yes”
and sometimes “no.”

In any event, the important point for us is that the question of
whether to redistribute income in the United States in the begin-
ning of the twenty-first century clearly falls under the scope of QlI.
As we have noted, both Easterlin and his critics would agree that the
utilitarian should redistribute (other things being equal). So, we do
not need to sort out this controversy to see that empirical research
supports the case for BIG.

CAUSATION AND HAPPINESS

We noted above that most social science data works with correlational
data between income and happiness; very little addresses the issue of
causality. One way to sort out the issue of causality is with longitu-
dinal studies. Longitudinal studies, as the name suggests, typically
sample a population over time. If we have two correlated variables X
and Y, and we are not sure which is the cause and which is the effect,
we look to see whether one precedes the other in time. If X causes
Y, then X should be present earlier than Y. Conversely, if Y causes
X, then Y should be apparent earlier than X. To illustrate, consider
a study by Ed Diener and his colleagues.?? The study assessed the
cheerfulness of college freshman and their income 19 years later. The
group assessed as more cheerful in college earned more than their less
cheerful cohorts 19 years later. The evidence here is suggestive that
happiness causes increased earnings. As with any attribution of cau-
sality, there are significant worries about confounding variables. In
this case, an obvious one is parental income. It does not seem out of
the realm of possibility that freshmen whose parents earn more may
be happier, and higher parental income may explain why their chil-
dren are able to earn more. To sort out possible confounding influ-
ences, researchers “control” for such variables. In this study, when
parental income was “high,” defined as above $50,000, the most
cheerful college students made a whopping $25,000 more than their
less cheerful counterparts, no matter whether they had high income
or low income parents.

What are the implications of this for the happiness-for-nothing
hypothesis? In short, not a whole lot. For a start, these findings do
not overturn the view that income causes happiness. The research is
consistent and supportive of a bidirectional causal direction: happiness
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causes income and income causes happiness.®3 Similar bidirectional
effects have been observed for other determinants of happiness:
health can cause happiness and happiness can cause health, marriage
can cause happiness and happiness can cause marriage.3* In terms of
policy, if a policy makes a population happier, then it is likely to make
the population healthier. Conversely, if a policy makes the population
healthier, it is likely to make the population happier. Thus, the fact
that happiness increases income is no reason to think that income
does not increase happiness.

There is no suggestion here that BIG is the only policy or the
single best policy for raising aggregate utility. Numerous studies con-
firm that most of the variance in happiness levels in developed nations
are accounted for by genetic differences. Typically, estimates suggest
that 40 to 80 percent of the variance is due to genes, with the higher
number probably closer to the truth.?® In other work, I have argued
that we could leverage the fact that genes contribute so much to hap-
piness and develop a pill to increase our happiness for an amount of
ten billion or so. In strictly economic terms, such a onetime develop-
ment cost is small with respect to total GDP. So, if a utilitarian had
to choose between BIG and happy-people-pills, then the latter would
win, hands down. Of course the choice is a false dilemma, as both
strategies would serve utilitarian aims of increasing aggregate utility.

Note, too, that these remarks apply to the population as a whole,
we would do more to raise total utility if we adopted the happy-peo-
ple-pill proposal. On an individual level, these generalizations may
not be true. For example, a penniless homeless person would prob-
ably benefit more from BIG than happy-people-pills. Fortunately, as
noted, we need not decide between these policies: utilitarians ought
to support both strategies.

SociaLisM As AN ALTERNATIVE TO BIG

It may be thought that the argument does not go far enough. If we
take the diminishing marginal utility of income phenomenon seri-
ously, then any disparity of income seems to leave room for further
redistribution in the name of aggregate utility. For taking any addi-
tional income from the rich should always affect their happiness less
than giving it to the less well-oft. The only time this fails to be the
case is when everyone has the same income. In the United States,
this would work out to an income of about $42,000 (in 2012).3¢
The logic of the argument, in other words, seems to indicate that we
ought to provide a BIG of $42,000. But this is absurd, it would be
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equivalent to the radical equality called for by some communists and
others, so the argument is flawed.?”

The objection brings out an important point: the argument
assumes that other things will be equal. As consequentialists, we
must think of policy as aiming at increasing aggregate happiness,
and so any effects of a proposed policy themselves are part of the
equation. In this case, there is an obvious question about motiva-
tion. If there is complete equality of income, for example, we may
worry that not enough people will participate in the economy or that
it may be difficult to fill dangerous or unpleasant jobs. Here is a job
you probably do not want if you make the same as everyone else: the
job involves putting on a pressurized diving suite and diving into
city municipal sewage plants to make repairs. The work is extremely
hazardous and unpleasant—to put it mildly. Who would take such
a job if the alternative is to work for equal pay in more pleasant and
benign conditions?

The point here is a familiar one: a society of strict equality faces
a motivation question: how to motivate people to do unpleasant or
dangerous work, or indeed any work at all. Of course, if few people
work, or are willing to work in dangerous or unpleasant jobs, then
we will all suffer. The rich and the poor alike use the municipal sew-
age system, and it will be a crappy outcome for all if no one is willing
to put on a pressurized suit and go fix the plumbing. Until we hear
a plausible theory as to how people will be motivated to work under
strict equality, we should follow suit with Rawls and other liberals and
accept that differences in income are an acceptable means to ensure
that a society remains productive.

Conceding that strict equality will probably lower aggregate utility
does not amount to the admission that any redistribution will lower
aggregate utility. For example, taxing someone who makes 2 million
a year at 90 percent would mean a tax bill of $1,800,000. As draco-
nian as a 90 percent tax rate seems, in absolute terms, the person who
nets $200,000 a year would still end up with an income about 5 times
the national average. This may be sufficient motivation for the person
in question to do an unpleasant or dangerous job, or to sell her special
natural talents on the labor market. Ultimately, this is an empirical
question: it is not one that can be decided by armchair speculation.
How much difference in income is necessary to motivate people with
special talents to perform dangerous or unpleasant tasks? Studies by
psychologists and other social scientists are needed to help us answer
this question. Such studies would have to look at what people do
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rather than what they say. People often claim they will work less if
taxes go up, but there is no evidence that this is in fact the case.’®

Note too that the question for consequentialists ultimately is not
how much we can raise taxes before total productivity goes down,
but how much can we raise taxes before aggregate utility goes down.
In theory, GDP could shrink quite drastically, say by 10 percent, yet
aggregate utility could still rise if income is distributed from the rich
to the poor. The reason, of course, is that money buys more happi-
ness for the poor than for the rich. My guess is that a much larger
BIG payment is theoretically possible. For example, a 20 percent
VAT might provide an income closer to $15,000 and this would do
more for aggregate utility than the proposed $10,000 income. I am
not against this in principle. As mentioned several times, the pro-
posal here is a floor-level income rather than a ceiling-level. A higher
BIG would face exponentially greater opposition. So, strategically, it
would probably be best to start with something more modest and
work for gains from there. An initial BIG of $10,000 would provide
some experimental data from which to calculate effects on productiv-
ity and aggregate utility.

THE WELFARE STATE AS AN
ALTERNATIVE TO BIG

We should also consider the welfare state as an alternative here. The
welfare state could also buy into at least part of the argument: if the
rich are still motivated to work with much higher taxes, then more
money could be redistributed to those who pass the actively looking
for work (ALW) requirement.

One cited advantage of ALW is that it provides a spur to look
for work. The thought is that without ALW, people would tend to
become lazy and stop looking for work. The usual cited disadvantage
of receiving welfare and not looking for work is that it is a form of
parasitism: welfare bums suck the life out of the hardworking tax pay-
ers. We will discuss this objection in chapter 8.

Another advantage of ALW is for the unemployed themselves:
studies show that the unemployed are less happy than the employed,
even when income is controlled for. So, for example, if you have a job
paying $30,000 a year and you are laid off and go on unemployment
insurance, which pays $12,000 per year, we should predict a drop
in your happiness simply because your income has fallen. Empirical
studies, however, show that an unemployed person’s happiness drops
more than what we would predict from the drop in income alone.?”
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So, if unemployment assistance with an ALW requirement brings
benefits to the unemployed themselves, and if it provides the spur
to action to get some of them back to work, then we should predict
that their happiness will increase more than the associated increase
in income.

The fact that the unemployed are unhappier than the employed
even when controlling for income ought to strike us as very coun-
terintuitive. After all, the unemployed have more leisure time than
the employed. If we did not already have the empirical data in hand,
it would seem a natural assumption to think the unemployed should
be happier than their employed counterparts, controlling for income.
Let us think of this as “the paradox of the unemployed.” As conse-
quentialists, we cannot ignore the data and it appears to provide at
least some support for the welfare state with its ALW requirement.

In response, I want to say that what is sometimes cited as a fea-
ture of the welfare system is actually a bug. Implicit in the welfare
state is what we might think of as the “two-citizens view.” There
are good citizens, citizens who work and contribute to the good of
society. Good citizens have a duty to give over some of their earnings
(perhaps according to the Rawlsian difference principle) to the less
fortunate. Lesser citizens, the citizens who are the recipients of the
redistribution, should move to the good citizens category as soon as
possible, if they can.*® One way to make sure they do is to have the
ALW requirement. Welfare administrators are charged with making
sure that as many people as possible move from the lesser citizen cat-
egory to the good citizen category.

Just to be clear, I am not saying that the two-citizens view is explic-
itly endorsed in practice or by proponents of the welfare state (for
example, Rawls). What I am saying is that it is at least an unintended
consequence of the welfare system. Consider the mechanics of apply-
ing for welfare. Typically, this means going to a government office
and starting the application process. Many people find this in itself
embarrassing and /or humiliating.*! Prostrate in the office, you will
be subject to questioning and monitoring by public officials. Are you
really in need? Are you looking for work? Can you prove any of this?
The system is designed to ensure that there is no fraud: that good citi-
zens, or those capable of being good citizens, are not masquerading
as lesser citizens. At least some of the unpleasantness of the process
is by design: getting welfare should not be easy or pleasant, which
ensures that the ranks of lesser citizens never swell beyond absolute
necessity.
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Clearly this process takes away from aggregate utility, especially
when unemployment is not caused by laziness but structural changes
in the economy. With BIG, there is no need to go to a public official
and declare one’s change of citizenship status from good to lesser.
BIG is automatically given to everyone: there is no need to bare one’s
self to inspection and probing by public officials. In terms of redistri-
bution, BIG says we are all in the same boat: we all receive BIG.

Note that there is no claim that unemployment will not cause
unhappiness with the advent of BIG. Rather, the claim is that a future
where we have BIG, as opposed to welfare and unemployment, will
cause less overall unhappiness for the unemployed, even when the
payments to them remain the same. The conjecture is that a change to
ones’ social status and standing associated with the two-citizens view
negatively affects one’s happiness, and that this accounts for at least
part of the paradox of the unemployed.

There is some empirical support for this conjecture. Areas with
high unemployment are ones where the unemployed are happier.
This should strike us as counterintuitive, as the paradox of the unem-
ployed. For example, one might think that being laid off in an area
with 10 percent unemployment should negatively affect one’s happi-
ness less than an area with 20 percent unemployment. After all, the
chances of getting a job in an area with 10 percent unemployment are
so much better than one with 20 percent unemployment. However,
studies show that the unemployed are actually happier in the higher
unemployment area compared with their counterparts in the lower
unemployment area. This suggests that public perception plays a large
role in explaining the paradox of the unemployed. In areas with high
unemployment, the unemployed are not blamed for their situation as
much as in areas of low unemployment. So, even in areas with high
unemployment and less chance of securing a job, the unemployed
are not as unhappy because they feel less responsibility and take less
blame for their situation.*?

This indicates a dilemma for the welfare state’s two-citizens view
and its attendant ALW requirement. If unemployment rates are high,
then the ALW surveillance requirement is an extremely inefficient
use of resources.*® If unemployment rates skyrocket to 25 percent
or higher, like during the Great Depression, the number of welfare
workers would have to increase drastically. These officials would be
charged with making sure that a quarter of the work force is look-
ing for work when clearly there would not be nearly enough jobs
for everyone. This would be to no good effect and a huge waste of
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resources. On the other hand, if the unemployment rate is lower, then
perhaps there is more need for the ALW surveillance requirement,
at least according to apologists for the welfare state. However, we
know that the ill effects for the unemployed will be higher when the
unemployment rate is lower. Part of this ill effect is a direct result of
the two-citizens view, which is reinforced by the ALW surveillance
requirement. By removing the ALW requirement, we can reduce
some of the ill effects of unemployment. Indeed, where BIG is seen as
a just dividend (as argued in chapter 3), rather than a handout from
good citizens, then it is likely that the ill effects of unemployment will
be even further mitigated.

CoNCLUSION

The case for redistributing income is based on very robust data. As
noted above, there are other things too that might be done to increase
aggregate happiness, but income redistribution is certainly one.

Even with the solid reasons given, we must admit that ultimately
there is an empirical element to the proposal. There are no cases of
countrywide, long-term basic income experiments. It is possible, in
principle at least, that a BIG experiment could reduce aggregate hap-
piness. If the experiment were run in this country for ten years and
aggregate happiness declined, and other factors were eliminated as
possible causes for the decline, then utilitarians would have to come
out against BIG. I raise this possibility only to indicate that the exper-
iment is data driven. It does not amount to much of a concession.
After all, it is also an empirical proposition that pigs will not start to
fly right after the conclusion of the next Super Bowl. Theory tells us
that it will not happen, that pigs will stay firmly on the ground, but
if we saw them flying we would have to admit our theory was wrong.
Similarly, if redistributing income along the lines of BIG results in
lower aggregate utility, then we would have to admit our theory is
wrong. In the meantime, it is safe to assume pigs will not fly and BIG
will increase aggregate utility.



CHAPTER 7

BIG Freedom

INTRODUCTION

In the previous two chapters, it was argued that BIG provides a good
means to ensure two social goods: peace and happiness. We antici-
pated a capitalist’s objection to this line of argument in chapter 4,
namely, that redistribution in the name of the social good is morally
wrong. The argument was that capitalism itself requires reigning in of
individual economic decisions in order to ensure the survival of capi-
talism itself. There is, however, still a powerful response open to the
apologist for the sort of laissez-faire capitalist who wants to resist soci-
ety’s taking happiness as an important desideratum for distribution:

Freedom is the highest social value. This was proven by Huxley in his
novel Brave New World: it is a society that lacks freedom. The lives of
the citizens of the Brave New World are carefully controlled by the
political leaders of society. True, they are much happier than we are.
However, no one in their right mind would trade our world for theirs.
This shows that freedom is a much more important political value than
happiness. Those who invite us to redistribute wealth and income in
the name of happiness forget the terrible price of their proposal: free-
dom. Capitalism without redistribution in the name of the social good
gives us the greatest freedom,! while reining in capitalism in the name
of happiness reduces freedom. This is a cost we should not pay.

The utilitarian has an answer to this objection: freedom is valu-
able only to the extent that it promotes happiness. Thus, the utili-
tarian will disagree vehemently with the idea that freedom is more
important than happiness. This line of defense is not one that can be
endorsed here, since it will be argued later in the chapter that freedom
has intrinsic value. As noted above, this means that we must reject
utilitarianism.
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Since the assumption is that freedom is an intrinsic value, the
objection above on behalf of the laissez-faire capitalist is an important
one. It suggests that a fundamental decision must be made: should we
sacrifice freedom for the sake of happiness? If freedom is more impor-
tant, then the argument of the previous chapter seems to be trumped
by the point that distribution along the lines of BIG reduces freedom.
If happiness is more important, then the argument for redistribution
along the lines of the previous chapter is not thwarted. However, it
does seem to require an argument that happiness is more important
than freedom.

To argue that happiness is more important than freedom requires
taking on many opponents. The rallying cry of freedom or liberty,
from the Enlightenment on, is heard across the political spectrum.
Thinkers such as Locke, Kant, Hegel, Marx, Green, Tawney, Rawls,
Nozick, and Cohen have claimed freedom has a central role in politi-
cal thinking.

Fortunately, at least for the purposes of this work, we do not need
to decide whether happiness or freedom is of more important political
value. The argument of this chapter focuses on freedom and parallels
the diminishing marginal utility argument of the previous chapter.
The basic idea is that redistribution of income from the rich to the
poor in the form of BIG will increase gross national freedom (GNF).
That is, redistribution along the lines of BIG creates “freedom from
nothing” in the same way that redistribution of income creates “hap-
piness from nothing”: no additional economic output is necessary to
create more happiness and freedom. The argument, in other words, is
that unrestrained capitalism does not provide the maximum amount
of freedom. The social values of happiness and freedom both support
BIG.

The major complication in setting out this argument is to under-
stand the term “freedom.” The political debate over the past few
centuries has invoked a number of understandings of the notion of
freedom, and so there is much danger in invoking freedom without
considerable explanation. To see our way into the labyrinth, we will
start with some aspects of what we might think of as our “ordinary
understanding” of the term “freedom.” By our “ordinary under-
standing,” I mean simply how the notion is used by those who do not
specialize in political theory: how the proverbial man and woman on
the street use the term. Part of this ordinary understanding is the idea
that money and freedom are intimately linked, other things being
equal. If you have more money, you have more freedom. We will illus-
trate this idea with an example of a couple who won the lottery a few
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years back. Later in the chapter we will contrast our ordinary sense
of freedom with more specialized senses of freedom used in political
philosophy.

FrEepoM AND THE LOTTERY

As just noted, it is a well-entrenched idea, at least in nonphilosophical
contexts, that more money leads to more freedom. Consider the story
of Jack and Debra Woodruff who won a million dollars in 2011 in the
Hoosier Lottery. Of course they were very happy to win, especially
since they initially checked the numbers and thought they had won
$250,000, not a million. Although the couple was very happy, this
was not the best thing according to Jack Woodrutft:

For Jack Woodruff, winning $1 million means one thing: freedom.
Jack is a 28-year veteran of the Fort Wayne Police Department. Debra
is an investigator for Adult Protective Services. Both already had retire-
ment in their sights. With a chunk of change in the bank, they have
some decisions to make regarding exactly how much longer they want
to keep working.

“The freedom is the best thing,” said Jack Woodruft.

Before they make any rash decisions, the couple plans to take a
cruise and sort some things out.

“We love our life. We have a good life,” said Jack Woodruft. “We
have been fortunate in a lot of ways. We have a great family.” 2

What exactly does Jack Woodruft mean when he says, “The freedom
is the best thing”? It would be a gross misunderstanding to think that
Mr. Woodruft meant that he was not free until winning the lottery.
There is nothing in the article to suggest he planned to use the money
to buy his way out of prison or slavery. Rather, the idea seems to be
that the winnings will provide the Woodruft’s with greater treedom.

Thus, we should note an important distinction: some concepts
have both threshold and gradable uses. Consider the concept of “hap-
piness.” There is a threshold understanding where we can ask whether
someone is happy or not happy. We can also ask whether one person is
happier than another, or whether one person was happier at an earlier
or later time. The difference between these two understandings can
be emphasized by noting that it makes perfect sense to say that Jack
is happier than Jill, but neither Jack nor Jill are happy. It also makes
perfect sense to say that Jack and Jill are both happy, but Jack is hap-
pier than Jill. In the first case, neither is happy enough to make the
threshold to be considered “happy,” but Jack is closer to the threshold
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than Jill. In the second case, both meet the threshold standard, but
Jack exceeds the standard to a greater degree than Jill.

Applying this to the Woodruffs, we can safely assume that they
met the threshold standard for freedom prior to winning the lottery,
but the lottery winnings provided them greater freedom. In what
sense are they freer? The article suggests an answer: they now have
the means to realize some options that were previously beyond them,
financially. In particular, it sounds like they will take early retirement
to spend more time with their family. So, winning the lottery empow-
ered them to realize options that were not previously available.

It is worthwhile to speculate what might be said if Warren Buffett,
rather than the Woodruffs, had won the million dollar lottery. It seems
very unlikely that Buffett would claim that the greatest thing about
winning the lottery is “freedom.” Why the difference? The answer is
painfully obvious: Warren Buftett is already worth 60 billion, that is,
60,000 million. After winning the lottery, Buffett would be worth
60,001 million. I am sure Buffett is not averse to gaining another
million, but that is about what he makes in 2 hours if he works a 40
hour work week. Buffett has all the money he could spend in dozens
of lifetimes, so any effect on his freedom is negligible.

Conversely, suppose the winning ticket provided $10,000 per year
for the rest of the Woodruffs’ lives. Would Mr. Woodruff still be
“over the moon?” No doubt the winnings may have helped, but it is
not clear how muchit would contribute to their overall freedom. Their
combined earnings from their regular jobs are likely be in excess of
$100,000 per year, so the $10,000 extra would make a comparatively
small contribution to their overall financial situation. Compare that
now with a single mother earning $8 per hour at a fast-food restau-
rant. She supports her family on $18,000 a year, $10,000 extra per
year would have a significant impact on her freedom: it might allow
her to buy a used car or take classes at the local community college,
and so on.

Maximizing FrREepoM: DIMINISHING
MAarciNAL FrREepOM OF INCOME

We can summarize the previous line of thought by saying that increas-
ing income or wealth provides diminishing marginal freedom. Thus,
$10,000 in additional income buys less freedom for the Woodrufts
than it does for the single mother earning minimum wage, and
$10,000 a year income buys more freedom for the Woodrufts than it
does for Warren Buffett.
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As with happiness, we can see that redistributing income from the
rich to the poor will increase GNF. Taking a billion from Warren
Buffett reduces his freedom only slightly. Imagine taking that billion
dollars and dividing it into bundles of $10,000 and putting these into
paper lunch bags. Suppose further that these bundles are delivered
to single parents making minimum wage. On this scenario, 100,000
single-parent families would be the recipients of a lunch bag full of
money. As we just noted, this would boost the freedom of the average
poor family.

This point bears repeating because it is quite astounding: $10,000
dollars to a poor family increases freedom more than the loss of
freedom Warren Buffett would experience if a billion dollars were
siphoned off from his bank account. As Lee Iacocca, former chairman
of the Chrysler car company, explains:

Once you reach a certain level in a material way, what more can you
do? You can’t eat more than three meals a day; you’ll kill yourself. You
can’t wear two suits one over the other. You might now have three
cars in your garage—but six! Oh, you can indulge yourself, but only
to a point.?

Tacocca’s rhetorical question “what more can you do?” suggests there
is little or no gain in freedom. As he says, yes, you are free to eat more
than three meals a day, but this freedom adds nothing of value. As he
points out, “you’ll kill yourself.” Similarly, whether Buffett has 59 or
60 billion is not going to make any difference to how he might spend
any day: he can still choose between caviar and champagne or beer
and chips, he can buy one car that day or a million. It will not make
a difference as to whether he needs to work next year or not. It will
not make a difference if he decides to go spend a year on a cruise ship
or even buy his very own cruise ship. On the other hand, $10,000
will make a difference for a single parent family: perhaps they might
splurge and go to a restaurant, or buy a suit in hopes of improving
chances at the next job interview, or buy their first car. The increase
in freedom, then, is staggering. Even if we allow that the increase in
freedom for one family is the same as the loss of freedom to Warren
Buffett, still the fact that 100,000 families would receive a lunch bag
with $10,000 shows that the increase in freedom is 100,000 times as
much. So, redistributing money from the rich to the poor can have an
enormous impact on GNF.

We should consider an objection: if we accept the redistribution
argument, then the logical conclusion is to give everyone exactly the
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same amount of money. To illustrate, imagine the average per-capita
income in the United States is approximately $45,000 (which is not
too far off from the actual figure).* Now imagine any distribution
that does not apportion exactly $45,000 to everyone. For example,
suppose women are granted $50,000 and men $40,000. This would
keep the same average of $45,000, but the resulting income distribu-
tion would not maximize total freedom, for our previous argument
suggests that every dollar over the average income would buy less free-
dom for women than redistributing the same income to men. So pro-
viding women with $49,000 would reduce their freedom compared
with a wage of $50,000, but the resulting loss of freedom would be
less than the gain in freedom to men if their wage was boosted from
$40,000 to $41,000.

Notice that this is the same objection we considered in the previ-
ous chapter: maximum happiness will be achieved when everyone’s
income is set at the average, that is, at $45,000. But if everyone is
paid exactly the same, all incentive to work hard will be gone. With
the incentive absent, people will be less productive. With less produc-
tivity, less will be produced. And with less produced, there will be a
decline in economic output, which will mean the tax base will shrink.
In other words, the freedom argument faces the same “failed social-
ism” objection. Revolutionaries in the twentieth century thought
that socialism would make places like the USSR and China better
for the masses, but they only made things worse (at least according
to this line of objection). Without the profit motive to get people to
work, and without the profit motive to allocate effort in an economy,
everyone suffers. Despite the rhetoric of the socialists, workers in the
United States were much better off than their counterparts in the
USSR. They were not better off because they had a chance to become
rich capitalists, but simply because the working conditions and mate-
rial rewards for US workers in the twentieth century were, on average,
much better than the conditions in the former Soviet Union.

However, the objection ignores one of the original assumptions
of the argument. The assumption was that other things remain
equal, and as this objection rightly points out, other things may not
remain equal. Indeed, I believe we should accept the point that, in
the extreme, there will be reduced incentive to contribute to the
economy and, consequently, reduced material output if everyone is
paid exactly the same. However, it would be wrong to conclude from
this that income should not be distributed differently. What follows
is that maximum freedom will be achieved by redistributing some
income, but not to the point of perfect equality. The question, then,
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is how much should the distribution scheme be changed in order to
maximize freedom?

Ultimately, the question is empirical: how much monetary incen-
tive is necessary to motivate people to work? To think about how this
question might be resolved, consider the tax policy that might go along
with the perfect income equality imagined above. Any earning over
$45,000 would have to be taxed at 100 percent. At this rate, there is
no monetary incentive to work once the $45,000 mark is reached. As
we just noted, this would no doubt greatly reduce productivity. The
question then is how high the rate might go before we see a decline
in productivity. Suppose the tax rate was set at 99 percent for any-
thing above $45,000. Would this provide enough monetary incentive
for people to keep working? Suppose you are paid what is presently
considered to be a middle class wage of $30 an hour. Once you earn
$25,000, an additional pay will net you only 30 cents an hour if taxed
at 99 percent. On the other hand, to someone like Warren Buffett,
who carns $2 billion a year, a 99 percent tax rate does not look so
draconian in absolute terms. Buffett will still earn $20 million a year
in this scenario. To put this in perspective, this is the same amount
that twenty high school graduates will earn over a lifetime.

Economists investigate something analogous to the idea of the
previous paragraph under the name, “Laffer Curve.” The curve is
supposed to explain what the “ideal” tax rate is, where “ideal” is
understood as generating the maximum revenue for the government.
An important reference source for economists, The New Palgrave
Dictionary of Economics, reports a wide range of estimates that aver-
age out to about a 70 percent tax rate.® More recent studies confirm
that in the United States, and even in Europe where personal tax rates
are much higher, the tax rate could be further raised, garnering more
revenue for the government.® Since these estimates suggest a tax rate
much higher than anything we have considered here, we can safely
assume that the financing of BIG through taxes will increase GNF.

Indeed, economists’ investigation of the Laffer Curve has sev-
eral limitations that work in our favor. First, the curve measures
two changes in economic behavior: work incentive and tax evasion.
Evidence suggests that raising taxes affects tax avoidance much more
than it affects work incentive.” It is true that some will not work as
hard when tax rates go up, but others will work harder in order to
keep the lifestyle they are accustomed to. Evidence suggests these
two effects cancel each other out.® Generally, economists assume
that there will be no other change in economic policy than changing
the tax rate. Clearly, we might consider increasing penalties for tax
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cheaters in an effort to slow down some tax evasion and so increase
gross tax receipts. A second problem is that the Laffer Curve is too
crude a measure for what we are interested in. Generally, rates are
compared as national averages. Imagine for the moment that 35 per-
cent is the maximum in terms of gross receipts that the United States
can manage. Still, this says nothing about whether tax rates might
be reconfigured to increase GNF. Consider that at present the low-
est earners pay tax at the rate of 1.5 percent, while the top 1 percent
pays about 29 percent.’ These different rates all contribute to the
gross receipts, which is what the Laffer Curve reports on. In terms
of increasing gross national freedom, the question would be whether
the same 35 percent gross might be achieved by taxing the richest
1 percent at a higher rate, say, 60 percent net, and the lowest income
earners at a lower rate, say, —10 percent. As noted, there is overwhelm-
ing evidence that the rich could be taxed at a much higher rate with
no overall ill effect on the economy.!® So again, there is ample evi-
dence that redistributing the tax burden to increase the share of the
richest class will increase GNF.

Turee CoNCEPTS OF FREEDOM

We have made a case for redistribution based on an everyday under-
standing of the term “freedom.” In the next few sections, we will
compare this sense of the term freedom with competitors. As a pre-
liminary remark, we will, following much precedent, use the terms
freedom and liberty (and their cognates) interchangeably.

If there is a single rallying cry among modern political philoso-
phers, from John Locke onward, it is that of freedom and/or liberty.
What has been called the “Fundamental Liberal Principle” is the idea
that freedom is, or should be, a foundational value in modern societ-
ies and that any restriction on freedom, particularly through state
coercion, carries a heavy burden of justification.!! The fact that think-
ers as diverse as Locke, Kant, Hegel, Marx, Mill, Rawls, Nozick, and
Cohen agree on this principle provides good indication that they
likely differ on how liberty is to be understood. For example, Karl
Marx thought that communism would increase freedom in the same
way that capitalism increased freedom in feudal societies.!? Nozick,
on the other hand, thinks that capitalism provides more freedom
than communism. Such radical disagreement suggests that different
understandings of freedom are at work. Certainly it would be quite
perplexing as to how they could disagree on so much, given their
endorsement of the Fundamental Liberal Principle. In any event, in
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this section we will sketch three different strands of thinking about
the nature of freedom. In the following section, we will investigate
how these compare with our everyday understanding of freedom.

NegativeL. iberty

What has become known as “negative freedom” or “negative liberty”
is the concept of noninterference by others, that is, noninterference
by individuals, groups, or the state. Hobbes provides a classic defini-
tion of this understanding of liberty:

By “liberty” is understood, according to the proper signification of the
word, the absence of external impediments; which impediments may
oft take away part of a man’s power to do what he would, but cannot
hinder him from using the power left him according as his judgment
and reason shall dictate to him.!?

Negative liberty so understood makes sense of a number of everyday
examples where we would say there is a loss of freedom. A law that
prohibits me from smoking marijuana is a loss of freedom in the nega-
tive sense of liberty. If I get caught smoking pot, I could face jail time,
and certainly being in jail counts as an external impediment. Similarly,
the requirement to pay taxes looks to be an external impediment in
Hobbes’s sense: if I do not pay my tax bill, I could end up in jail. The
negative sense of freedom also makes sense of non-state actors limit-
ing my freedom: if you kidnap me, there is an external impediment to
my freedom. If you park your car across my driveway so I cannot drive
my car, there is an external impediment to my freedom.

Negative freedom is sometimes referred to as “formal freedom”
because proponents of negative freedom typically see the best way
to enshrine negative freedom is through laws that limit interference.
A legal, or perhaps, even better, a constitutional right to freedom of
expression is conceived in the negative freedom tradition as a legal
protection against interference with expression. A legal, or perhaps a
constitutional, right to freedom of trade is conceived in the negative
freedom tradition as a legal protection against interference with the
buying and selling of property between contracting parties. Similar
points would apply to legal guarantees of noninterference in religious
matters and peaceful assembly.

Proponents of negative liberty as a foundational value in political
philosophy seem to have an obvious and compelling response to the
diminishing marginal freedom of income argument. The Woodrufts,
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the single parent, and Warren Buffett, all face the same external
impediments to liberty, hence they are equally free. Indeed, accord-
ing to this line of thought, a homeless person and Warren Buffett
have the same amount of negative freedom. A slave or a convicted
felon has more external impediments, for sure, but in our example, no
such external impediments are present. So, in the Woodruft’s claim,
they are using “freedom” in a different sense than “negative liberty.”
After all, the legal or constitutional rights of the Woodruffs did not
change after winning the lottery: they enjoyed the same right to free-
dom of expression and freedom of trade before and after winning the
lottery, hence their negative freedom remains unchanged.*

Positive Liberty As Authentic Desire

Unsurprisingly, negative liberty is often contrasted with positive lib-
erty. Sir Isaiah Berlin famously made the distinction thus:

The first of these political senses of freedom or liberty (I shall use
both words to mean the same), which (following much precedent) I
shall call the “negative” sense, is involved in the answer to the ques-
tion “What is the area within which the subject—a person or group of
persons—is or should be left to do or be what he is able to do or be,
without interference by other persons?” The second, which I shall call
the “positive” sense, is involved in the answer to the question “What,
or who, is the source of control or interference that can determine
someone to do, or be, this rather than that?” The two questions are
clearly different, even though the answers to them may overlap.'®

On Berlin’s distinction, the scope of the negative freedom of the
single parent, of the Woodruffs, and of Buffett is the same, since
they are all subject to the same laws governing when others can and
cannot interfere with them. Positive freedom, as Berlin sees it, has
to do with the “source” of control or interference in our actions.
Thomas Hill Green is emblematic of the positive conception of free-
dom that emphasizes self-control of our actions; for example, some-
one who washes his hands a hundred times a day may be free from
external impediments, but there is a sense in which this person is not
free according to the self-control conception of freedom.!® Similarly,
we might say a drug addict is not free, even in jurisdictions where
there are no laws against drugs. Green compares the drug addict to
a slave.!” The internal compulsion to take drugs restricts the drug
addict’s freedom in much the same way that one’s freedom would be
reduced if one were forced to take drugs.
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Positive Liberty: The Power to Act

A second sense of positive freedom emphasizes having the power to
act. There are no laws, as far as I know, prohibiting me from jumping
over the moon. Similarly, there are no laws against inviting the entire
student body of my university on a weeklong cruise at my expense.
According to the positive conception of freedom as the power to act,
there is a very real sense that I am not free to jump over the moon,
nor am [ free to take the 20,000 students at my university on a cruise.
I lack the power to jump over the moon, so even though there are no
legal restrictions, I am not free to jump over the moon. The reason I
am not free to take the student body on a cruise is that such a cruise
would cost about 20 million dollars and I am a little over 20 million
short of having sufficient funds. The positive conception of freedom
as power to act says that, in this case, I am not free to take the stu-
dents on a cruise since I lack the financial resources. I lack the power
to act in this way, and so I am not free in this respect.

For our purposes, the most relevant point is that limits to eco-
nomic power mean limits to freedom. Tawney points out that fail-
ing to recognize the economic dimension to freedom means that the
freedom of some is purchased at the price of the freedom of others.
As Tawney explains:

If liberty means, therefore, that every individual shall be free, accord-
ing to his opportunities, to indulge without limit his appetite for
either, it is clearly incompatible, not only with economic and social,
but with civil and political, equality, which also prevent the strong
exploiting to the full the advantages of their strength, and, indeed,
with any habit of life save that of the Cyclops. But freedom for the pike
is death for the minnows.!®

Against mere negative liberty, Tawney writes that liberty must be
construed “realistically” as including economic freedom:

Hence, when liberty is construed, realistically, as implying, not merely
a minimum of civil and political rights, but securities that the eco-
nomically weak will not be at the mercy of the economically strong,
and that the control of those aspects of economic life by which all are
affected will be amenable, in the last resort, to the will of all, a large
measure of equality, so far from being inimical to liberty, is essen-
tial to it. In conditions which impose co-operative, rather than merely
individual, effort, liberty is, in fact, equality in action, in the sense,
not that all men perform identical functions or wield the same degree
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of power, but that all men are equally protected against the abuse of
power, and equally entitled to insist that power shall be used, not for
personal ends, but for the general advantage.'®

ParaBrLE: THE Hore TruTH ABouT FREEDOM

Which of the three conceptions of freedom should we adopt for the
purposes of political philosophy? We will spend some time investigat-
ing this question. In this section, I hope to show that at least in their
paradigmatic formulations, each differs significantly from our every-
day understanding of “freedom.” We will start with a little parable:

The Hole Truth About Freedom:

Hobbes, Green and Tawney are out for a walk in the woods. Their
conversation starts with some personal matters, ¢.g., they find much to
their surprise, that all three have a phobia of using ladders. They mar-
vel and laugh at the coincidence. Soon the conversation turns to more
serious matters. When discussing the notion of freedom, the three
quickly realized that they have radically different understandings.
Hobbes endorses the negative notion, Green, the autonomy sense,
and Tawney believes that freedom means effective power to act. To
illustrate his view, Hobbes points out that laws restrain freedom. As an
example, he cites a local ordinance that prohibits people from climbing
out of holes and assisting others from climbing out of holes. The law,
apparently, was put in place several hundred years ago, motivated by
religious beliefs. It was thought that falling in a hole was a sign from
God, and that to try to escape was to work against the will of God.

Naturally, as they are in heated discussion, they become oblivious
to their surroundings and the three of them fall into separate holes.
Each shouts for help, but they quickly realize that there is no one there
to rescue them. As luck would have it, however, a philosophical god
heard their conversation about the nature of freedom. The philosophy
god promises to free them. An hour later the philosophy god returns
with some parchment, Sigmund Freud, and a ladder. On the parch-
ment is written an order from the local council suspending the law
against climbing out of holes for Hobbes, and Hobbes alone. The god
lowers the parchment to Hobbes. From the edge of the hole, Sigmund
Freud is able to talk to Green and help Green overcome his phobia of
climbing ladders. Finally, the god lowers the ladder down into the hole
where Tawney is trapped.

By this point, a large crowd from the town has gathered. The god
announces, to much applause, that he set each of the theorists free
according to their preferred conception of freedom. The village idiot
then spoke up, “I don’t understand. I don’t see how they are free.
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Yes, Hobbes had the external restraint of the law removed, but he still
lacks the power to act, necessary to get out of the hole, and he still
has an internal constraint: his phobia of using ladders. Yes, Green has
had his phobia removed by Dr. Freud, but he still lacks the material
means necessary to get out of the hole and he still faces prosecution if
he climbs out of the hole. Finally, Tawney does not seem free because
he too will face prosecution if he climbs out using the ladder, and
he too has an internal obstacle to his freedom, namely, his phobia.”
Unsurprisingly, the philosophical sophisticates in the crowd laugh at
the village idiot’s naiveté.

For our purposes, the only significant point I want to draw from
the parable of the hole truth is that our everyday conception of free-
dom is not identical to the three political conceptions of freedom
outlined above. Although not identical, each seems to capture some-
thing important about our everyday notion. Proponents of negative
liberty are right that arbitrary laws, like prohibitions on climbing out
of holes, constrain our freedom. To say “you are free to do X, but as
soon as you do X, you will go to jail” is not an argument that you
are free to do X, but an argument that you are not free to do X. So,
giving Tawney and Green a ladder and therapy to overcome their
phobias of climbing ladders is not enough for freedom, they require
the external constraint of the law to be removed as well before they
can be said to be free. Green is right that internal constraints also
count against freedom. So, granting Hobbes and Tawney clemency
from prosecution and a ladder are not enough for their freedom, they
need the phobia removed before they can climb to freedom. Finally,
Tawney is right that freedom is intimately related to power. So, grant-
ing Hobbes and Green clemency from prosecution and therapy to
overcome their phobias is not enough, they require an effective means
to achieve freedom, namely, a ladder.

I should perhaps add that the parable is not offered as a serious
exposition of the views of Hobbes, Green, and Tawney on freedom.
Indeed, as an exposition of their views, the parable is simply false.
Green and Tawney explicitly allow that the negative conception of
liberty holds an important truth. What Green and Tawney object to is
the idea that negative freedom is a sufficient exposition of freedom.

THE PLEA FOR NEGATIVE LIBERTY

It should be apparent that it is the “ability to act” conception of free-
dom that the Woodruft’s appeal to when they say of the lottery, “the
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freedom is the best thing.” The lottery winnings provide them with
power to act in ways that they lacked formerly, they can retire early
and travel, for instance. But this raises an important concern, perhaps
the everyday conception of freedom is not the one we should use for
political philosophy. Rather, in political philosophy, we should under-
stand the term “freedom” as “negative freedom.” The objection is
important, because if it is successful, it would undermine our earlier
argument. The Woodruffs did not gain freedom when they won the
lottery if “freedom” is understood in the negative sense.?’ They were
still subject to the same external constraints as before. They did not
gain, for example, the freedom of religion or the freedom of speech,
they had these freedoms before their winnings. So, in the political
sense, they are as free (or unfree) as they were before winning the
lottery.

The following passage from Friedrich Hayek defends the idea that
negative freedom is the important concept for political philosophy:

In the United States it has come to be widely accepted as the founda-
tion for the political philosophy dominant in “liberal” circles. Such
recognized intellectual leaders of the “progressives” as J. R. Commons
and John Dewey have spread an ideology in which “liberty is power,
effective power to do specific things” and the “demand of liberty is the
demand for power,” while the absence of coercion is merely “the nega-
tive side of freedom” and “is to be prized only as a means to Freedom
which is power.”

This confusion of liberty as power with liberty in its original mean-
ing inevitably leads to the identification of liberty with wealth; and
this makes it possible to exploit all the appeal which the word “liberty”
carries in the support for a demand for the redistribution of wealth.
Yet, though freedom and wealth are both good things which most of
us desire and though we often need both to obtain what we wish, they
still remain different.?!

Hayek’s charge, then, is that “progressives” confuse two senses of
freedom: the negative conception and the sense of freedom as power.
As Hayek himself notes, this is disputed by his opponents who under-
stand the negative conception to be merely a special case of the idea
of liberty as the power to act. Nevertheless, let us stipulate that Hayek
is correct that there really are two different concepts at work here.
The obvious reply to Hayek’s objection, then, is that if there really are
two conceptions, proponents of liberty should promote and defend
both. Hayek’s defense against this seems to be simply that “liberty”
originally meant negative liberty. But so what? If that is what it meant
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originally, then the original meaning is too narrow, and we should
endorse and defend both liberty in its original meaning and in the
meaning of “freedom as power.”

An analogy might help. Libby says, “We should not go to war, we
should love our brothers.” Fred replies, “There is a confusion here
between the meaning of ‘brother’ as ‘male sibling” and ‘brother’ as
meaning ‘all members of the human race.” The original meaning is
‘male sibling.”” Libby replies, “Well, I believe that the former defini-
tion is encompassed by the latter definition. However, if these are
different concepts, then I endorse both: you should love your male
siblings and all of humanity.” Of course Libby’s point is analogous to
Hayek’s progressive opponent’s point, and Fred’s point is analogous
to Hayek’s point. It should be clear that the argument is not advanced
by merely noting there are distinct concepts at work. To defend the
primacy of negative liberty, some argument has to be made that it is
only the negative freedom concept that we should hold in political
philosophy.

A more promising line of objection is offered by Berlin:

It is important to discriminate between liberty and the conditions of
its exercise. If a man is too poor or too ignorant or too feeble to make
use of his legal rights, the liberty that these rights confer upon him is
nothing to him, but it is not thereby annihilated. The obligation to
promote education, health, justice, to raise standards of living, to pro-
vide opportunity for the growth of the arts and the sciences, to prevent
reactionary political or social or legal policies or arbitrary inequalities,
is not made less stringent because it is not necessarily directed to the
promotion of [iberty itself, but to conditions in which alone its posses-
sion is of value, or to values which may be independent of it.?2

Suppose then we compare the freedom of a homeless person in the
United States to Warren Buffett and ask who is freer. The answer,
according to Berlin’s understanding of freedom, is that they are both
equally free. John Rawls ofters a similar line of thinking:

Many have argued, particularly radical democrats and socialists, that
while it may appear that citizens are effectively equal, the social and
economic inequalities likely to arise if the basic structure includes the
basic liberties and fair equality of opportunity are too large. Those
with greater responsibility and wealth can control the course of legis-
lation to their advantage. To answer this question, let us distinguish
between the basic liberties and the worth of these liberties as follows:
the basic liberties are specified by institutional rights and duties that
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entitle citizens to do various things, if they wish, and that forbid oth-
ers to interfere. The basic liberties are a framework of legally protected
paths and opportunities. Of course, ignorance and poverty, and the
lack of material means generally, prevent people from exercising their
right and from taking advantage of these openings. But rather than
counting these and similar obstacles as restricting a person’s liberty,
we count them as affecting the worth of liberty, that is, the usefulness
to persons of their liberties.??

So, using our previous example, Berlin and Rawls will say that the
homeless person and Buffett have equal freedom, but the worth or
value of freedom is much greater for Buffett than the homeless per-
son. The homeless person can do much less with his freedom, and
so it is worth much less to him than Buffett’s freedom is worth to
Buffett.

ParaBLE: THREE IsLANDS

The idea that we ought to distinguish freedom and the value of free-
dom, as Berlin and Rawls suggest, I shall argue, is not very satistying.
We saw in the parable of the Hole Truth About Freedom that there is
a real disconnect with our everyday understanding of liberty and free-
dom. On Rawls’s view, for example, we would have to say that Jack,
who is stuck in a hole because he cannot afford to pay to get out, is as
free as Jill, who is not stuck in a hole. Rather, the difference is simply
the value of Jack’s and Jill’s freedom. True, Rawls would not be indif-
ferent to the plight of Jack. Rawls might say that Jack should have
enough income, a social primary good, in order to escape the hole.
And so Jack’s plight is one of injustice. Suppose Rawls is correct about
the distributive injustice that Jack faces, still, it is utterly bizarre to say
that Jack has just as much freedom as Jill. This in itself should make
us think that Rawls has significantly redefined a key political term.

The following parable of the Three Islands makes the same point
about redefining freedom, but this time on a societal level.

Your boat sank. Fortunately you were able to get into your dingy. Not
far are three islands surrounded by coral reefs. Your only hope of get-
ting to land safely is to row your boat to the edge of one of the reefs
and then get out and swim to the beach. This means that once you
decide which island to land on, your choice will be irrevocable, since
your dingy will be washed away by the tide. Here are the possible
landing spots:
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A-Island. A-Island guarantees freedom of religion and freedom of
assembly. Legislation generally favors freedom of expression with the
exception that racist comments and other forms of hate speech are not
permitted in public fora, nor in private meetings with more than three
persons present. One is permitted to make racist comments in private,
and write racist literature for private consumption. Legislation guaran-
tees a small plot of land to all 110 inhabitants. Each plot is beachfront,
with sufficient coconuts and mollusks to keep a person alive. Through
legislative restriction, the plots can neither be bought nor sold. Some
of the inhabitants of A-Island have built elaborate shelters on their
plots, some spend their days writing novels, others playing musical
instruments, some train and play sports, some are content to live sim-
ply and lie on the beach most days, and others enjoy surfing.

B-Island. B-Island is similar to A-Island in that B-Island guarantees
freedom of religion and freedom of assembly. Legislation generally
favors freedom of expression with the exception that racist comments
and other forms of hate speech are not permitted in public fora, but
they are permitted in private meetings with no restriction on the num-
ber in attendance. One is also permitted to write racist literature for
private consumption. B-Island has a freer economy in that there are no
restrictions on buying and selling land. When the residents of B-Island
first came to B-island, the land was divided equally among all, just like
it was on A-Island. Over time, however, the preferred land ended up
in the hands of just 10. Some lost their land in card games, others sold
their land for alcohol, and others traded their land for sexual favors.
None of the exchanges of land for goods or services was coerced or
involved fraud. Of the 100 who do not own any of the preferred land,
50 work for the land owners. They perform such tasks as collecting
and opening coconuts, building and maintaining shelters, collecting
freshwater, and performing sexual services (agreed by contract). Most
of the workers work 14 hours a day. A few of the more talented have
negotiated more favorable contracts, allowing them to work only a few
hours a day. In return, they are paid in coconuts and mollusks and are
provided a place to sleep. The 50 who do not have land and who do
not work for the land owners eke out an existence on tidal flats and a
large rock. At high tide, all 50 must cram together on the highest part
of the rock in order to avoid being swept to sea. At low tide, they col-
lect low digestibility seaweed that keeps them just above the point of
starvation. Most are kept going by the hope that they might get a job
on the main part of the island.

C-Island: C-Island is the same as B-island in terms of the ownership
of land by 10 individuals, 50 workers, and 50 eking out their exis-
tence on a giant rock at high tide. The one difference is that there is
no restriction on freedom of expression: hate speech is permitted in
public fora.
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Your trouble, as you sit in your dingy, is that the islands are indis-
tinguishable from a distance and you have lost your map. You know
the different socioeconomic structure of each island, but you do
not know which of the three islands is B-Island, where you hope to
retire. You reason that this island will give you the most freedom.
You recently had property left to you by relatives on B-Island and
C-Island. However, you lost your land on C-Island in a card game
and so you want to avoid C-Island at all costs. B-Island will allow
you to order around five servants as instruments of your wants and
pleasures. Although much rides on your choice, you realize that the
best you can do is to choose an island at random and hope for the
best. As you begin to row towards one island chosen at random, the
ghost of John Rawls appears and says, “You are rowing toward the
wrong island, at least if you care about freedom. You should head to
the island on your far left if you value your freedom and the freedom
of society at large.” You ask, “Do you mean the one on the far left
is B-island?” However, the ghost vanishes as you ask your question.
While it is a shame that the eminent philosopher did not answer your
question, still, you think it is best to take his advice rather than let-
ting luck be your guide. After all, John Rawls was known as a kind
and generous person.

When you hit the shores of the far left island, it soon becomes
apparent that you have landed on C-Island. During low tide you
scrounge seaweed and whatever else you can find to eat in the tidal
flats. At high tide, you must crush next to 49 others at the top of
the rock as you attempt to avoid being swept into the ocean. You
dream of one day gaining employment and enjoying the relative
comfort of working 14 hours a day, seven days a week for one of
the land owners. After two months of this, you decide to exit this
world. As you are about to throw yourself from the rock to the
jagged coral reef below you cry out, “Damn you ghost of John
Rawls. You tricked me. This is not the island of freedom. I have
no choice about how my life goes if I want to live. Twice a day I
must clutch and huddle on a rock and twice a day I must scrounge
as best I can to eke out an existence. This is not freedom; this is
worse than slavery.” The ghost reappears and says, “You are mis-
taken my friend. A-Island has less freedom because legislation for-
bids the buying and selling of land and forbids certain forms of
hate speech. B-Island has less freedom because the laws forbid racist
speech in public fora. Certainly you would have been much happier
on A-Island or B-Island, but that is not what we were talking about.
Nor are we talking about justice. Clearly, the land owning democ-
racy of A-Island most closely resembles the ideal I put forward in A
Theory of Justice, but again, this is not what we were talking about.
We were talking about freedom.”
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From the point of view of the everyday understanding of freedom,
the ghost of John Rawls’s conception of freedom is a perversion of
what is meant by freedom. It is incomprehensible how C-Island offers
you the most freedom. If the reply by Rawls is that it is a stipulative
definition of freedom, then it is an almost Orwellian redefinition,
where “unfreedom” means freedom. It is bizarre to think that this
can be papered over by the thought that there is more freedom on
C-Island, and that the freedom on C-Island is worth more to some
and less to others. It is not the value of freedom that has changed, ¢
is freedom itself that is diminished. Note that I am not saying Rawls
would endorse C-Island as the one that best approximates the good
society. As intimated, Rawls would probably say that A-Island most
closely approximates what he envisioned in A Theory of Justice, at least
more so than B-Island or C-Island. The point is that the way Rawls
understands freedom does not allow him to make the judgment that
we intuitively want to make, that is, at least one thing wrong with
B-Island and C-Island, in addition to whatever else might be wrong,
is that 10 people on both B-Island and C-Island have a lot more free-
dom than the other 100 inhabitants. Indeed, remember that part of
the reason for wanting to go to B-Island in the first place was because
of the freedom it offered to live your life as you pleased. With five
servants at your beck and call, you have instruments to assist you in
fashioning your life in any number of directions.

Rawls’s understanding of freedom is doubly mistaken, as it gives
the wrong rankings of the overall freedom of each island, and also
the wrong ranking of how much freedom each island offers you as an
individual. Rawls must give the following rankings of the islands in
terms of overall societal freedom: C-Island is the freest, B-Island is
second, and A-Island is the least free. A has more restrictions on free-
dom of expression than either B or C. He must give the same rankings
for you as an individual: you face more legal restrictions on freedom
of expression on A-Island and the fewest on C-Island, so you have
more freedom on C-Island. True, Rawls may say that your freedom
is worth more to you on B-Island or C-Island, but this is not what
we are asking. On an everyday understanding of freedom, where we
mean being able to determine the direction of your life, A-Island has
the most freedom overall. True, the citizens there are restricted from
criticizing one another in certain hateful ways, and there are limits on
trading resources, but, on average, the citizens of A-Island have the
most scope to determine the direction of their lives. If ranking these
islands in terms of your personal freedom, then B-Island offers you
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the most freedom, followed by A-Island and finally C-Island. The fact
that Rawls’s understanding of freedom gives such counterintuitive
rankings suggests that something has gone terribly wrong.

Tue Law anD FrEEDOM

It may be protested that something must have gone wrong with the
argument, since it seems to suggest that more governmental restric-
tions equals more freedom. Consider that on A-Island, there are
restrictions on free trade that are absent on B-Island and C-Island.
This seems to violate, in a very serious way, the catechism among
certain political groups in the United States (and other nations), cap-
tured by the bumper sticker “Less Government = More Freedom.”
We can see how this line of thought is naturally suggested by the
negative conception of freedom:

Laws restrain behavior. In the typical case they are like a promise to
interfere if certain actions are taken. So, laws restrain freedom. The
less government restraint by law, the more freedom.

I say “in the typical case” because laws that restrain other laws are
a possible exception: a law or right to free speech is a restraint or
promise to zot make laws limiting expression. However, most laws are
much more like a promise to interfere: if you steal, we will interfere
with you and put you in jail. If you do not pay your taxes, we will put
you in jail.

Legal restrictions, then, seem like constraints on freedom, and lift-
ing legal red tape seems like a way to answer the call of freedom. To
see this thinking in action, consider this quote from The Washington
Post, “At campaign stops, Sullivan repeats this catchy phrase, ‘More
freedom, less government.””2* The phrase is certainly catchy.

Yet, there is a problem when we take this thinking to its logical
conclusion: maximal freedom is where there is a complete absence of
law. In the minds of many who spout the “less government = more
freedom” rhetoric, such a situation is not one where there is more
freedom but complete anarchy. It invites images of postapocalyptic
wastelands terrorized by roving bands of savage bikers wearing skull
masks. A society absent of government agents, like the police and an
army, does not sound like one of more freedom but of less. There is
little freedom when one is constantly fearful of robbery, violence, and
death. Surely, it is not always the case that less government means
more freedom.
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John Locke takes the opposing view—laws aim to expand
freedom:

So that, however it may be mistaken, the end of law is not to abolish
or restrain, but to preserve and enlarge freedom: for in all the states
of created beings capable of laws, where there is no law, there is no
freedom: for liberty is, to be free from restraint and violence from
others; which cannot be, where there is no law: but freedom is not, as
we are told, a liberty for every man to do what he lists: (for who could
be free, when every other man’s humour might domineer over him?)
but a liberty to dispose, and order as he lists, his person, actions, pos-
sessions, and his whole property, within the allowance of those laws
under which he is, and therein not to be subject to the arbitrary will of
another, but freely follow his own.?®

What should we make of Locke’s suggestion that laws may actually
“enlarge freedom” rather than diminish it? Surely it seems to be very
counterintuitive to think that laws do not diminish freedom, even if
we never wanted to use the freedom in question. Perhaps you will go
through your life never wanting to murder someone else, but surely
it seems that laws diminish your freedom when it comes to murder.
Locke’s answer seems to be that without certain laws, like the law
against murder, we would be less free because others might interfere
with us, that is, otherwise we would be “subject to the arbitrary will
of another.” But this is consistent with saying that laws do diminish
freedom in certain respects, for example, the freedom to murder; but
it increase freedom overall: with laws against murder, I feel confident
to leave my home rather than stay behind barricaded doors.

The fact that laws constrain my freedom, even if they contribute
to overall freedom, is evident from the fact that Locke offers us a
false dilemma. Imagine one were king of the United States such that
one could make laws that apply to everyone but the king. Here, one
would have maximal amount of freedom: no laws binding one’s own
will, but also freedom against the “arbitrary will of another.” As king,
immune from the law, one would have the freedom to murder, and
set up factories spewing toxic waste next to orphanages, and so on.
Here the slogan for the king is, “less government for me, and more
for you.” Most laws have this dual aspect to them, they diminish
freedom in one respect and enlarge it in another. The example of the
king makes this point clear, since the king is not subject to the laws,
he is free from the restraining part of laws, whereas he enjoys the full
benefits of the freedom-enhancing aspects of laws. Of course, for the
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rest of us, we must live with this dual aspect of laws, that laws both
diminish and enhance freedom.

The “less government = more freedom” rhetoric gains plausibil-
ity only so long as we forget this dual aspect of laws. Indeed, the
rhetoric may seem particularly appealing because it is much easier to
see when laws restrict our freedom than when they enlarge our free-
dom. Suppose your neighbor calls the police when your party vio-
lates bylaws governing loud music past 10 o’clock. Annoyed at this
restriction on your freedom, you successfully petition local council
to repeal the noise laws. Now your freedom is enlarged—at least, so
you think. However, your neighbor too has his freedom enlarged.
Now he can cut his lawn at 5 a.m. every weekend morning and he
takes full advantage of this fact, using the nosiest lawnmower money
can buy. On Saturdays, he mows it in a north to south direction.
On Sundays, he mows it in an east to west direction to ensure lawn
manicure excellence. You have now lost the freedom to sleep in on
the weekend. On reflection, you decide your freedom has dimin-
ished overall. Yes, your freedom to have loud parties is enhanced,
and you may take advantage of this several times a year, but this
gain in freedom is more than outweighed by the loss of freedom to
sleep-in every single weekend. Those who think that less government
automatically means more freedom ought to be careful what they
wish for.

So we can happily admit that the restriction on selling one’s
plot of land on A-Island does decrease freedom along one dimen-
sion, just as laws against murder restrict our freedom. However, the
restriction results in more freedom in total on A-Island, as opposed
to B-Island and C-Island. The connection with the main argument
of this work is perhaps obvious. Introducing a VAT tax or reconfig-
uring the tax code to shut tax loopholes decreases our freedom with
respect to paying taxes, but it will increase the freedom of society as
a whole. The fact that many laws have this dual aspect—decreasing
freedom along one dimension, but increasing freedom along anoth-
er—shows that the slogan “less government, more freedom” does
not bear reflective scrutiny: it is simply false when understood as a
universal claim.

Just to be clear, the claim here is not that every law necessarily
increases overall freedom. A king could impose on his subjects dra-
conian taxation, legal restrictions on speech, assembly, and so on in
such a way as to greatly reduce the freedom of society as a whole.
The point, rather, is that some (perhaps many) laws increase overall
freedom.
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FrREeDOM As SUBSTANTIVE AuTONOMY: THE
Rarvrying Cry oF MODERNITY

The preceding discussion of the three conceptions of freedom sug-
gests the following result: freedom as autonomy and freedom as effec-
tive power are the central notions. Negative liberty is an important
means to achieve autonomy and effect power. To support the conten-
tion further, it will be helpful to consider the nature of autonomy
first.

John Christman nicely summarizes much current work on auton-
omy: “Put most simply, to be autonomous is to be one’s own person,
to be directed by considerations, desires, conditions, and character-
istics that are not simply imposed externally upon one, but are part
of what can somehow be considered one’s authentic self.”?¢ Much of
the voluminous theoretical literature on autonomy has concentrated
on what has become known as “competency” and “authenticity”;
the conditions for autonomy. Competency conditions are said to
include such things as “rational thought, self-control, and freedom
from debilitating pathologies, systematic self-deception, and so on.”?”
Authenticity conditions are often explicated in terms of the ability to
reflect upon and endorse one’s values and desires. The best-known
account of authenticity comes from Harry Frankfurt, who suggests
that autonomy requires that our second order desires (our desires
about our desires) are such that the first order desires should issue
into action.?® Drug addicts who wish to kick the habit are paradigm
examples of cases where second order desires are not aligned with first
order desires. Such addicts desire drugs, but desire that they do not
have the desire for drugs.

The focus on competency and authenticity conditions is important,
but these need to be supplemented with some concern about “external
conditions” for autonomy. This point may be appreciated by reflect-
ing on the analogy made between political autonomy and individual
autonomy. A state is said to be autonomous when it is able to rule
itself rather than be ruled by a foreign power. Thus, for example, the
American Revolution was a cry for autonomy: the colonies rejected
the rule of Great Britain. To the extent that Great Britain influenced
political power in the colonies, the colonies were not autonomous.
The colonies lacked the ability to govern themselves. Indeed, the very
etymological root of “autonomy” means “self-lawgiver.” But then
consider the plight of a slave. The slave’s life is determined by the
commands of another. The slave does not shape the course and direc-
tion of his life, the master does. Notice, however, that a slave may
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meet the competency condition of autonomy. The slave is rational,
exhibits self-control, is free from debilitating pathologies and self-
deception, and meets the authenticity condition; for example, the
slave is able to reflect and endorse his desires (including, presumably,
the desire to be free). If one held that autonomy only involves the
internal conditions, then one would have to admit that such a slave
Wwas autonomous.

In any event, in order to avoid dispute about whether autonomy
does in fact require something more than internal conditions as some
authors have suggested,?” we will simply stipulate that “substantive
autonomy” requires that some external conditions be met. Among
these conditions are that the agents are not enslaved or incarcerated.
Agents are more substantively autonomous to the extent that they
have the power to realize a range of life options. That is, other things
being equal, the more options one has within one’s power to act on,
the more one is autonomous. Thus, there are a number of ways in
which the external conditions of substantive autonomy might be
compromised. If you lose your limbs to flesh eating bacteria, you are
less substantively autonomous (other things being equal). If you lose
one or more of your senses, then you are less substantively autono-
mous (other things being equal). As the parable of the hole truth
illustrates, if you are stuck down a hole, your substantive autonomy is
reduced. And as the parable of the three islands indicates, if you are
economically powerless, then you have reduced autonomy compared
to the economically empowered (other things being equal).

It may help to think about the relationship between substantive
autonomy and negative liberty in historical terms. Part of the protest
of the Enlightenment was against state and church oppression of the
rising middle class. The call for freedom of expression, for example,
was a reaction against heavy state censorship. The call for freedom of
religion was a reaction against laws prohibiting any but the state man-
dated religion or religions. Calls for freedom of trade were a response
to feudal restrictions tying workers to the land, and monopolies being
granted by the king or queen to the favored few. However, we should
understand the call for these negative freedoms as a means to secure
substantive autonomy for society at large, not just the favored few.
The aspiration of the Enlightenment is that we should be authors of
our own lives, not mere puppets in a drama ordained by church and
state.

Certainly these negative freedoms, freedom from interference
of the state into our religious, cognitive, and economic lives,
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offered more substantive autonomy to the general population as
compared with feudalism. The fact that one was not born tied to
some particular land and lord, to a particular religion, or to state-
approved reading materials, was a boon for substantive autonomy.
Notice, however, the structure of this line of thought: negative
liberty is used as an snstrument to promote or preserve substantive
autonomy.

If it is correct that negative freedoms are tools for promoting sub-
stantive autonomy, then these tools can be evaluated in terms of how
effective they are in achieving their ends. Laws permitting freedom
of expression have, by and large, been successful in promoting sub-
stantive autonomy. The market place of ideas, as Mill termed it, has
helped individuals explore a variety of viewpoints. It need not have
turned out this way. It is possible to imagine Dr. Mesmer with the
power of hypnotic speech such that he can hypnotize anyone into
doing anything. As millions under the hypnotic influence line up to
give away all their possessions to the doctor, we might insist that he
refrain from using his hypnotic speech. If he claims that this goes
against our love of freedom, we should respond that it is our love of
freedom that requires us to limit his speech. His speech undermines
the substantive autonomy of millions. The point, then, is that there
is no guarantee that negative liberty, as a tool for achieving substan-
tive autonomy, will achieve the desired aim, since all tools may fail to
bring about their intended results.

I suspect the idea that a system of negative liberty will automati-
cally ensure that the resulting society will be free is due to a seductive
but mistaken line of reasoning.

1. Suppose all individuals at time T1 in some society are free (sub-
stantively autonomous) and granted negative rights, including
the right to buy and sell in an open market with each other at
agreed upon prices.

2. At times T2 to T4, individuals buy and sell goods and labor in
a noncoerced fashion.

3. Attime T5, the individuals in this society must be as free (sub-
stantively autonomous) as they were at T1.

The argument has a certain intuitive appeal. If people are free to
begin with, as 1 states, and no one is forced to buy or sell anything, as
2 states, it seems hard to imagine how people could end up less free.
Where, it might be asked, does non-freedom enter if not at either step
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1 or step 22 Since, by hypothesis, there is freedom in both steps, there
must be as much freedom at the final state described by 3.

The problem, as we have seen repeatedly, is with step 2. At best,
2 guarantees that there are free exchanges, not that these exchanges
are freedom (substantive autonomy) preserving. In other words, 2
guarantees a free process; 2 does not guarantee freedom as a product.
Recall in chapter 3 we discussed the example of the husband who
agrees to become the personal slave to a surgeon in exchange for a
lifesaving operation for his wife and the mother of his children. If
the family is financially destitute and has no other means to save the
woman, such an exchange seems perfectly rational. The prohibition
on slavery is clear acknowledgement that sometimes free exchanges
can lead to less freedom. When we prohibit the husband from saving
his wife in this way, we force him to be free.3°

We noted too in the example of the waterhole that it could hap-
pen that, through a number of free exchanges, one person could end
up having a monopoly on a vital resource like water, and enforce
slave-like conditions on the rest of the population. We noted too
that without positive and negative legislation, monopolies would
tend to develop. In such cases, in order to preserve freedom (sub-
stantive autonomy), we have to limit certain free exchanges. This is
illustrated with the case of A-Island where the negative right to sell
land is limited but yet A-Island enjoys more freedom (substantive
autonomy).3!

The idea of substantive autonomy explains the Woodruft’s claim
that winning the lottery increases their freedom. They have the power
to follow a much wider variety of life plans with their new wealth.
Indeed, the idea of substantive autonomy seems pretty close to what
nonphilosophers mean by “freedom,” for on this assumption, we can
explain why, in the parable of the hole truth of freedom and the par-
able of the three islands, freedom is absent.

MEeasurinGg FREEDOM

The claim that money tends to increase freedom, conceived of as sub-
stantive autonomy, depends on the assumption that we have some
way of measuring freedom. For example, the Woodruft’s claim that
they have more freedom now as a result of winning the lottery pre-
supposes some means of comparing the amount of freedom before
winning the lottery and the amount of freedom after winning the
lottery. A moment’s reflection reveals that this is no easy task.
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Indeed, according to Ian Carter, there is a division among liberal
thinkers about the notion of overall freedom:

For some libertarian and liberal egalitarian theorists, freedom is valu-
able as such. This suggests that more freedom is better than less (at
least ceteris paribus), and that freedom is one of those goods that a
liberal society ought to distribute in a certain way among individu-
als. For other liberal theorists, like Ronald Dworkin (1977, 2011) and
the later Rawls (1991), freedom is not valuable as such, and all claims
about maximal or equal freedom ought to be interpreted not as literal
references to a quantitative good called “liberty” but as elliptical refer-
ences to the adequacy of lists of certain particular liberties, or types
of liberties, selected on the basis of values other than liberty itself.
Generally speaking, only the first group of theorists finds the notion
of overall freedom interesting.3?

We side with the former group who find the notion of overall
freedom interesting. Skepticism about overall freedom is some-
times motivated by examples like the following. Suppose half a
million citizens live on the island nation Newtopia. They enjoy a
BIG of $10,000 a year from an endowment provided by the rich
founder of Newtopia. The endowment comes with a stipulation
that the law regulating speech against negative statements made
about Martians is upheld. The law states that no one should speak
ill of Martians. Penalties include fines and imprisonment for repeat
offenders. Do the residents of Newtopia have more or less substan-
tive autonomy than citizens in the United States? One thing that
makes the question particularly difficult to answer is that it asks
us to weigh freedom along two different vectors: the freedom BIG
provides versus a limitation in freedom of speech. In this case, I
am inclined to think that citizens of Newtopia have more freedom
than their American counterparts because the loss of freedom of
speech is very minimal, whereas the gain in economic freedom is
quite substantial.

However, to say that we can measure freedom does not mean
that we can measure it in all circumstances. It may, for example, be
impossible to decide in certain cases where trade-offs must be made.
If the endowment was for merely one dollar per citizen per decade,
then such a restriction on freedom of expression would clearly be a
loss of overall freedom. As we raise the financial stakes, we may not
know where the loss of freedom of expression might be compensated
for by the increased financial freedom. However, to show that we
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cannot always determine some value for overall freedom does not
mean that it is never measurable, or that there is no such thing as
overall freedom.

Two further reasons support the idea that the claim that BIG will
increase GNF requires fairly modest assumptions about measuring
freedom.

First, the discussion of BIG is a single vector question: does
redistributing income along the lines suggested by BIG increase
GNEF? Here we need only compare the effect on substantive auton-
omy of taxing the rich with its effect on the substantive autonomy
of giving to the poor. It is a single vector, then, because it asks only
about the relationship between income and freedom. In answering
this, we assume the other vectors of substantive freedom remain
unchanged. In general, two vector questions, like the question of
the freedom of the citizens of Newtopia, appear to be much harder
to answer.

A second point is that there is no commitment here to the idea
that measurements of freedom must be cardinal. Cardinal measures
have a consistent meaning or unit between any two intervals. So,
for example, it makes sense to say that someone three feet tall is
half as tall as someone six feet tall, and that the height difference
between a four foot tall and a five foot tall person is the same as
the difference between a three foot tall person and a four foot tall
person. Ordinal measures, in contrast, simply tell us how different
quantities rank, but do not say anything about the absolute differ-
ence. Suppose I like carrots more than broccoli and broccoli more
than brussels sprouts. It would be wrong to conclude from this that
I like carrots twice as much as broccoli and three times as much as
brussels sprouts. The ordinal ranking provided is consistent with
having a slight preference for carrots over broccoli and absolutely
loathing brussels sprouts. There is no reason to suppose that the
person who came first in the 100 meter dash was twice as fast as the
second person, and so on.

In claiming that BIG increases GNF, there is no commitment to
the idea that we are X percent freer. All we need for the argument is
that such redistribution increases the overall freedom. Just as we can
say that the Woodruffs are freer after winning the lottery without
being committed to the claim that they are (say) 56.7 percent freer, so
too can we claim that BIG will increase GNF without claiming that it
will increase GNF by (say) 56.7 percent.
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THE INTRINSIC VALUE OF FREEDOM:
TuE BrRave New WoRLD

One point we have yet to address is the value of freedom. We have
assumed thus far that freedom has intrinsic value. As noted at the
beginning of the chapter, utilitarians disagree with this claim. They
maintain freedom is valuable only to the extent that it contributes to
happiness. Certainly the utilitarian position has some initial plausibil-
ity. If people are freed from bonds of serfdom, it is easy to imagine
they are happier. This shows that freedom has instrumental value, at
least in some cases. However, utilitarians maintain a much stronger
position: freedom only has instrumental value. That is, according to
the utilitarian, if freedom does not make us happier, then freedom
has no value.

One way to investigate whether utilitarians are correct is to con-
sider the lives of the characters in Aldous Huxley’s Brave New World
(BNW). The novel is often described as a “dystopian future,” but,
from a utilitarian perspective, this claim is false. Whether happiness is
conceived of in terms of life satisfaction or positive affect, the average
citizen in BN'W is much happier than the average citizen in our world.
For example, Ed Diener reports an average American response of 7.73
on a 1-10 life satisfaction scale3? (on this scale 1 signals “dissatisfied”
and 10 “satisfied”). If the same survey were done in BNW, the aver-
age would no doubt be very close to 10.

Why are they so happy in BNW? In part, the answer is that mate-
rial inequality and violence have been solved in a manner one would
expect if utilitarian values ruled the world. Wars have long been abol-
ished and no one lacks for food or shelter in BNW. Much of the
happiness of denizens of the BNW is a result of technology used to
fashion a happy population. The political leaders, “the Controllers,”
have a cradle-to-grave plan for maximizing happiness. Children are
raised in ectogenesis chambers and then in state nurseries. The idea
is to break any natural parental bonds and influences that might take
away from aggregate happiness. Children are indoctrinated from an
early age to be fully satisfied with their lot in society. The controllers
work hard to make sure that no long-term pair bonds form. We are
told that sexual relations are a source of pleasure and happiness, but
strong emotional attachments, which inevitably develop into exclusive
relationships, are a source of much unhappiness. Love is replaced by
a lifetime of shallow one-night stands. Also banished from BNW are
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higher forms of culture, serious art, literature, music, philosophy, reli-
gion, and science are absent. The Controllers find that these activities
negatively influence happiness.

According to its architects, social stability is crucial to the happi-
ness of BNW society, which is maintained in part by the strict caste
system. The Alpha and Beta classes are charged with leadership and
the others perform the more simple-minded jobs. The Epsilon class is
described as having a level of intelligence more akin to that of chimps,
so they are assigned tasks like elevator operator. Every level of intel-
ligence is carefully designed to make sure workers are fit for their
station and their duties. For some, this is achieved by using alcohol
to stunt the future mental capacities of embryos when they are in the
ectogenesis chambers. We are told that the caste system is necessary,
for if everyone were bright, no one would be happy performing the
more menial tasks in society. And so this makes for a perfect fit, the
castes with lower intelligence have no ability and no desire to perform
the more intellectual tasks. Each caste is conditioned to see its place
in society as an enviable one. So the Betas, for example, are told as
part of their indoctrination that the lower castes are inferior, while
the lower castes are told they are lucky not to be Alphas because the
Alphas work too hard. In effect, the argument of the novel is that a
stunted intelligence is not a big deal since even the lowest classes, the
Deltas and the Epsilons, are happy.

Happiness is also promoted by the use of soma, a technically
advanced pharmaceutical agent. Huxley introduces soma as having “all
the advantages of Christianity and alcohol; none of their defects.”3*
With soma you can “take a holiday from reality whenever you like,
and come back without so much as a headache or a mythology.”%®

Thus the puzzle is one that utilitarians must face: why, if happiness
is the sole intrinsic value, and BNW is so much happier than ours,
do we find BNW so repellent? In his review of Brave New Worid,
Bertrand Russell found himself puzzling over just this question. The
material prosperity and happiness of BNW is obvious, yet:

In spite of these merits, the world which Mr. Huxley portrays is such as
to arouse disgust in every normal reader, and obviously in Mr. Huxley
himself. I have been asking myself why, and trying hard to think that
his well-regulated world would really be an improvement upon the
one in which we live. At moments I can make myself think this, but I
can never make myself feel it. The feeling of revulsion against a well-
ordered world has various sources: one of these is that we do not value
happiness as much as we sometimes think we do.3¢
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Russell’s suggestion is quite poignant, “we do not value happiness as
much as we sometimes think we do.” As Russell is well aware, it is not
simply that they are happy in BNW, it is that they are much happier.
If happiness were the sole intrinsic prudential value, then remaking
our world to be like BNW where there is so much happiness ought to
be a no-brainer.

So, one way to answer the question of why we do not think BNW is
an improvement upon our own is simply to reject utilitarianism. The
argument is that if utilitarianism is correct, then the BNW is a better
world than ours. Since the BNW is not better, utilitarianism must be
false. We noted above that perfectionism is the traditional opponent
of hedonism and so of utilitarianism as well. Recall that perfectionism
says what is important for a life to go well is the development of mind,
character, and body.3” Of particular interest in the political realm is
the idea of autonomy, which is often thought of highly by perfection-
ists.3® Autonomy is also something we value as a society, we hope that
citizens are able to be the authors of their own lives. And parents who
do not encourage the future autonomy of their children are subject
to strong social and state disapproval.® It is clear that the citizens
of the BNW have far less autonomy than we do. Many citizens have
diminished rationality because of the alcohol poisoning they suffered
as fetuses, which undermines the competency condition of autonomy
mentioned above. And since all citizens undergo brainwashing their
entire lives, citizens lack autonomy because the authenticity condition
is violated by the Controllers. So, although the citizens of BNW are
much happier than we are, the price is autonomy.

Since our judgment is that BNW is not a better world than our
own, it seems that we must say we are perfectionists, rather than
utilitarians. This conclusion, however, is too hasty. There is a third
possibility: pluralism. Pluralists say there is more than one intrinsic
value. In the present case, we should consider the possibility that both
happiness and autonomy are intrinsically valuable. If happiness and
autonomy are both intrinsic values, then both utilitarianism and per-
fectionism are false. In other words, both utilitarianism and perfec-
tionism agree that there is only one intrinsic prudential value, they
just disagree on what that value is. Pluralism rejects the one value
assumption shared by utilitarianism and perfectionism. So, it is pos-
sible to reject the claim that BNW is better than our world without
rejecting the idea that happiness is intrinsically valuable. A pluralist
might say that BNW is happier than our world, so this counts in its
favor, but it has less autonomy, so this counts against the idea that the
BNW is better than our world.
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So how do we decide between utilitarianism, perfectionism, and
pluralism? Here is an easy way to settle the issue. Consider a third
world: Mark’s Braver New World. This world is equal to our world
in terms of autonomy, and equal to BNW in terms of happiness. In
Mark’s Braver New World, the state does not indoctrinate its citizens
or stunt their mental capacities with alcohol like in BNW. Rather, in
this world, citizens work together to help each other achieve happi-
ness and autonomy. Instead of being solely focused on happiness like
in BNW, both autonomy and happiness are highly valued.

According to utilitarians, which is the best of these three: our
world, BNW, or Mark’s Braver New World? Answer: BNW and Mark’s
Braver New World are exactly equal. If a utilitarian had to choose
which world to bring into existence, there would be no reason to
prefer one over the other. They both have exactly the same amount of
happiness. True, Mark’s Braver New World has more autonomy, but
this is irrelevant to the utilitarian unless it brings about greater hap-
piness. However, by hypothesis, happiness is exactly equal between
BNW and Mark’s Braver New World. A utilitarian who preferred
Mark’s Braver New World to the Brave New World would be violat-
ing her principles.

According to perfectionists, which is the best of these three worlds?
Answer: our world and Mark’s Braver New World are exactly equal.
If a perfectionist had to choose which world to bring into existence,
there would be no reason to prefer one over the other. They both have
exactly the same amount of autonomy. True, Mark’s Braver New World
has more happiness, but this is irrelevant to the perfectionist unless
this increased happiness brings about greater perfection. However,
by hypothesis, the amount of autonomy is exactly equal between the
two worlds. A perfectionist who preferred Mark’s Braver New World
to the Brave New World would be violating her principles.

According to pluralists, which is the best of these three worlds?
Answer: Mark’s Braver New World. The reason is that it has more
happiness than our world, but not less autonomy, and it has more
autonomy than the BNW, but not less happiness. A pluralist who
preferred either our world or the Brave New World would be violat-
ing her principles.

Notice that the pluralist is not committed to saying that happiness
has more value than autonomy or vice versa. The pluralist is commit-
ted to saying merely that happiness has at least some intrinsic value.
Similarly, the pluralist is committed to saying that autonomy has at
least some intrinsic value.
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To put the point in a slightly different manner, think about the
inventory and indexing questions of prudential value. The former is
the one we have been pursuing: what items are intrinsically pruden-
tially valuable? The latter asks: how much weight should be assigned
to the various intrinsic prudential values? These two questions are
independent: two people may have the same list of intrinsic pruden-
tial values (both agree on the inventory question) but disagree on
their relative worth (disagree on the indexing question). For example,
I said that a pluralist can say our world has more prudential value
than BNW, but such a judgment is not mandated by pluralism itself.
Imagine the happiness-first pluralist says, “I believe that happiness
and autonomy are intrinsically valuable, but happiness is more valu-
able than autonomy, this is why BNW is better than our world.” The
autonomy-first pluralist replies, “I too believe that happiness and
autonomy are intrinsically valuable, but autonomy is more valuable
than happiness. This is why I believe our world is better than the
Brave New World.”

Although I have argued for pluralism against perfectionism and
utilitarianism, given the long and vexed history of these disputes, it
is fortunate that our argument does not require definite adjudication
of the inventory and indexing questions. Consider first the inventory
question. I argued, on the basis of the three worlds thought experi-
ment, that pluralism is the correct answer to the inventory question:
both happiness and freedom (substantive autonomy) have intrinsic
value. However, the overall argument is not significantly harmed
if either utilitarianism or perfectionism is true. Consider first the
case where utilitarianism is correct and pluralism is false. From this
assumption it follows that substantive autonomy is not intrinsically
valuable. So, the argument of this chapter is not directly supportive
of the utilitarian case since, at best, substantive autonomy is instru-
mentally valuable. Nevertheless, the argument that providing BIG
increases GNF does not work against the utilitarian’s case. So, even
though utilitarians are unmoved by the argument about GNF, utili-
tarians should be in favor of BIG because of the reasons given in the
previous chapter, namely: BIG increases GNH.

Next, consider the case where perfectionism is correct and plural-
ism is false. From this assumption, it follows that happiness does not
have intrinsic value. So, the argument of the previous chapter is not
directly supportive of the perfectionist case for BIG, since happiness s,
at best, instrumentally valuable. Nevertheless, the argument that pro-
viding BIG increases GNP does not work against the perfectionist’s
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brief for BIG. So, perfectionists should be in favor of BIG because of
the reasons given in the chapter, namely: BIG increases GNF.

We may summarize the previous two paragraphs more suc-
cinctly: utilitarians should get behind chapter 6 and ignore chapter 7.
Perfectionists should get behind chapter 7 and ignore chapter 6.
Pluralists should endorse both chapters 6 and 7.

Similarly, we do not need to solve the indexing question of which is
more valuable, happiness or autonomy. This is because BIG promotes
greater happiness and autonomy. We would need to say something if
the arguments pointed in different directions. For example, if BIG
increased happiness but decreased substantive autonomy, something
would have to be said about the relative weights of happiness and
substantive autonomy. However, since there is no tension in pursuing
both of these goals using BIG, there is no pressing need to decide
whether happiness is more important than autonomy or vice versa.

CoNCLUSION

It was argued that BIG would contribute to increased GNF. Freedom,
properly understood, means something akin to substantive autonomy.
We noted too that autonomy is a perfectionist value. It is worth point-
ing out that BIG may also contribute significantly to many other
qualities that perfectionists find valuable. For example, I mentioned
in the first chapter that some of my students have suggested BIG
might provide for additional educational opportunities. The thought
was that graduate school might be a serious possibility if it meant
fewer student loans. Other students have suggested following musi-
cal careers, pursuing athletic excellence, or choosing entrepreneurial
activities using BIG as a backstop to launch such careers. All such
activities are valued for their potential to develop human excellence
of various kinds. The promotion of such life choices will count as an
additional reason for perfectionists and pluralists to endorse BIG.



CHAPTER 38

A BIG Future

INTRODUCTION

This chapter responds to some doubts about BIG and looks to the
future of political economy. The first objection we will consider is
that a rights-based defense of BIG is superior to the consequentialist
reasoning for BIG. We will then turn to the charge that BIG encour-
ages parasitism. Along the way we will look to the future of political
economy and see that BIG is only a transitory phase as capitalism
limps to its death.

TuEeRE 1s No StroNG RicHT TO BIG

Many friends of BIG may be uncomfortable with the consequentialist
orientation of this work. At least since Rawls, there has been a move
away from consequentialism in political philosophy. I have not sought
to defend consequentialism, but it is worth considering whether a
rights-based defense of BIG is inherently superior. One such chal-
lenge comes from the worry that an entitlement to BIG seems to be
contingent upon good social consequences flowing from BIG. But,
so the objection goes, an entitlement to BIG should not be so capri-
cious. We will think of this as the “contingency objection.”

Philip Pettit has a nice clear statement for the objection, which he
develops in two steps. First, he points out that many proponents of
BIG have assumed that an adequate defense of BIG “should establish
a claim to a nonnullifiable, nonstigmatizing basic income.” As he
notes, defenders have typically sought “to make such an income avail-
able as a right that is not subject to provisos about existing means,
employment history, willingness to perform certain services, or any-
thing of the kind.”? Pettit maintains further:

Utilitarian theory makes a very good case for a financially adequate
basic income, but it is not clear that it could satisty the independence
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desideratum. If the government used the utilitarian criterion in mak-
ing distributional decisions, it might turn out by happy accident that
promoting utility would argue for giving each a basic income. But,
that would not mean that people would enjoy basic income as a right;
they would enjoy it only so long as this was for the utilitarian best.?

Dettit uses “utilitarian” in the quote, but the point seems to apply
more broadly to the entire consequentialist family, of which utilitari-
anism is but one member; if circumstances change, then there may no
longer be consequentialist reasons for backing BIG. So, the provision
of BIG is merely contingent, given consequentialist reasoning.

Dettit seems right about at least this much, consequentialists are
forced to say that, under some circumstances, BIG would be the
wrong policy for a community to adopt. However, I take this to be a
virtue, not a vice, of consequentialist reasoning. The crucial problem
is Pettit’s argument for the independence condition. Let us assume
that Pettit is correct that proponents of BIG have typically sought
to establish a right to BIG that is independent of good social con-
sequences. But this is merely to note that many defenses of BIG are
not made in consequentialist terms. Unsurprisingly, then, consequen-
tialists will reject the idea that there are political claims that might
be established entirely independent of good social consequences. But
then such a reply amounts to no more than an appeal to popularity;
we should adopt the non-consequentialist independence condition
because most theorists in support of BIG are not consequentialists.

Rejecting the appeal to popularity still leaves the question: How
can we determine who is correct here? As Pettit notes, there is a good
consequentialist case at the moment for BIG. This means that both
consequentialists and those who hope to secure BIG as a right cannot
appeal to our present situation to adjudicate the disagreement; since
both views give the same verdict, we ought to have BIG. We have to
look to situations other than our contemporary sociopolitical envi-
ronment to see whether consequentialists or rights proponents have a
more plausible view.

Here is a more extreme situation. Imagine a small farming com-
munity that is barely scratching out an existence in the year 999 CE.
A charismatic religious leader convinces 15 percent of the population
that the world will end in the year 1000 and that only the most devout
will be saved. So the 15 percent of the population plan to spend the
summer and fall praying rather than farming, with the expectation
that the world will end just after winter starts. They assert a right to
a BIG, which, if granted, will get them through to the beginning of
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winter and the world’s end. The 85 percent rightly protests that if the
15 percent does not work, not enough of the land will be planted and
harvested, and so the community will not have enough food to sur-
vive the winter. Many in the community, perhaps all, will die before
the first spring crops are harvested. For the good of the community,
no BIG should be provided to the 15 percent, and everyone should
be forced to work.

Should we side with the assertion of a right to BIG in this case,
or with the consequentialist reasoning that BIG should not be pro-
vided because it would lead to much unnecessary suffering? Surely
the answer is that in an extreme situation like this, BIG should not
be granted. But this demonstrates an insurmountable dilemma for
proponents of the independence condition. Either we are speaking
about a situation relevantly similar to our own, where there is material
plenty, or we are talking about an extreme situation where a com-
munity has little or no material surplus. If the former, then rights
theorists and consequentialists agree that the community ought to
provide BIG. If we are speaking about an extreme or emergency situ-
ation, then only consequentialism gives the correct verdict that BIG
should not be provided.

It is important to note here that the term “rights” is used in a very
strong sense. We noted this above in chapter 4 when consequentialist
reasoning was contrasted with deontological reasoning. Recall that
the consequentialist will switch the train track to kill one person to
save five, whereas the deontological theorist, who recognizes a right
to life, will not. There is a weaker sense of “rights,” however, that
consequentialists can endorse. For example, consequentialists might
endorse a constitution that guarantees a number of legal rights to citi-
zens.* So, for example, consequentialists may support a legal right to
freedom of expression even while realizing that in specific situations,
this might lead to less aggregate utility. For example, if freedom of
expression means that a racist can spout vile nonsense that upsets a
large number of people, it might be thought that the consequentialist
would be forced to say that the racist should be silenced. However,
the consequentialist has a reply to this; in guaranteeing a legal right
to freedom of speech, the long-term consequences are much better
than the alternative, where there is heavy-handed censorship and no
legal right to freedom of expression.

So, there is no inconsistency in consequentialists endorsing legal
rights while denying rights in the stronger sense. Thus, a good case
could be made for endorsing BIG as a legal right in a society like
ours. Indeed, the reasoning of the previous three chapters suggests
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that there are good reasons for consequentialists to support a con-
stitutional amendment to guarantee BIG as a right along with other
rights, such as the rights to freedom of religion and freedom of
speech.

Perhaps the most telling reason to doubt there is a strong right to
BIG, as opposed to a legal right, is that the right does not appear to
be “universalizable.” By “universalizable,” I mean a right that every-
one exercises at the same time. The problem is that only so many can
exercise the unconditional aspect of BIG, that is, only so many can
live off BIG and refuse all work. What if too many refuse to work,
such that there are insufficient resources to provide BIG?

One possible answer from proponents of the strong right concep-
tion of BIG is that “this would never happen” because empirical stud-
ies confirm that BIG has little effect on the labor participation rate.’?
A few studies show a very small drop in labor participation rate, a
few show no drop, and a few indicate a higher rate. So, even in the
worst-case scenario, there is no need to worry about such extreme
scenarios.

There are several replies to this objection. First, and most impor-
tant, it does not answer the objection, it merely avoids it. It is like
saying that one will never face a situation where one has to decide
whether to have a train run over one person to save five, so there is no
need to answer the question. True, but that does not tell us whether
people have an absolute right to life or whether it is better to sacrifice
one for the sake of five.

Second, it is not clear that the studies provide sufficient data to
support the idea that “this would never happen.” It does not seem
entirely implausible that a right to BIG might be used as a politi-
cal weapon. Consider, for example, the social unrest caused by the
Vietnam War, or police violence against racial minorities. Those with
progressive sensibilities might welcome the leverage BIG could pro-
vide in such cases. But we can also imagine it being used in the name
of less progressive causes; for example, people refusing to work until
a black president is removed, or until same-sex marriage is outlawed.
We can also imagine both sides of a debate attempting to use BIG as
a means to leverage an advantage, for example, people both for and
against same-sex marriage refusing to work until their view becomes
public policy. My point is #oz a prediction that BIG will be used as a
political weapon in this way, only that the limited experimental trials
using BIG provide us with little relevant data. BIG has never been
deployed at a level that is relevant to assessing how likely it is that
some might attempt to use BIG in this way.
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I suspect that using BIG as a political weapon is unlikely.
Nevertheless, it would be foolish, or worse, not to consider what the
appropriate response would be in this situation. Once taken seriously,
the same dilemma as above rears its head. If BIG is asserted as a right
in the strong sense, then even if bad social consequences ensue, we
would be obligated to observe this right as far as possible. We would
have to continue to honor the right as long as possible—up to the
moment the economy collapses. If the right to BIG is not as strin-
gent as this, if it is suggested, for example, that the right might be
revoked or suspended in emergency-type situations, then the differ-
ence to consequentialism is not obvious. For as we noted above, if the
social political situation is much as it is now, then both strong rights
proponents and consequentialists may agree on supporting BIG. If
the social situation changes radically, then a strong right no longer
looks plausible.

In any event, the argument by Pettit is entirely unconvincing on
this point. To be convincing, we need some account of rights that
diverges from consequentialism in its policy recommendation with
respect to BIG. To merely assert, as Pettit does, that there is a diver-
gence, and where there is a divergence it favors the strong rights pro-
ponents, is not the least bit compelling. It can easily be countered
with the claim that there is a divergence and the divergence favors
consequentialism. In either case, we should demand proof. As indi-
cated, in the instances we have considered where there is a divergence,
such as in the farming community, the strong rights-based under-
standing of BIG gives the wrong verdict.®

Karl Widerquist has a more nuanced position than Pettit. In gen-
eral, Widerquist favors a right of noninterference, which includes the
right not to join economic projects. BIG, on this view, is a means to
honor the right of all those who would prefer not to cooperate eco-
nomically. He allows that it might be permissible to force people to
cooperate in social projects under extreme circumstances. He imag-
ines the following case:

A rowboat is caught in a swift current above a high falls. Unless every-
one on board rows with sufficient strength to pull their own weight,
the boat will go over the falls and everyone on board will surely die.”

In such a case, Widerquist argues, everyone has a duty to row. The
analogous case with BIG is where the good of the community requires
that everyone work (pull their own oar). So, Widerquist can say about
the farming community that the community is not obliged to support
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the religious sect that wants to live on BIG largesse, since the sur-
vival of the whole community is at stake (the community is at risk of
“going over the falls”). According to Widerquist, this differs signifi-
cantly from the case where the boat is past the point of danger and
the majority in the boat would prefer to land upstream. In this case,
there is no duty to row (no duty to participate economically when the
community’s very existence is not at stake). What this shows is that
Widerquist’s more nuanced position can provide the same verdict as
the consequentialist: there is a duty to participate in economic life in
the farming community but not in contemporary society. But now
we are faced with the same problem. Since Widerquist’s theory of the
right of noninterference coincides with the consequentialist’s view on
these two cases, there is nothing to decide which view is correct.

A third example will help us differentiate the views. Imagine once
the point of safety is reached, the only landing spot without the help
of the reluctant rower is a rocky island in the river. It is determined
that the community can survive there, but it will be an extremely dif-
ficult existence in perpetuity. If everyone rows for three more hours,
they can land upstream where they initially will face a similarly dif-
ficult period, but over time the area, once tamed, will offer a much
easier existence for the community. The area in question, with some
work, will be a farming paradise. The community will eventually be
able to spend more time on activities that make them happy and con-
tribute to their excellence. On a consequentialist view, the reluctant
rower has a duty to row for another three hours even though the fate
of the community is not at stake. The duty is imposed by the fact that
there will be so much more long-term happiness and excellence if only
the reluctant rower participates for three more hours. According to
Widerquist, the reluctant rower has no such duty, even though the
long-term prospects of the community are so much brighter if only a
few hours of the reluctant rower’s time are sacrificed.

This is not the place to decide the issue between consequential-
ist and rights-based (or deontological) defenses of BIG—this would
probably require a book-length treatment itself. The dialectic in
this section does reveal two important points. First, the difference
between consequentialism and rights-based views about political
morality often give the same verdict on specific issues. This observa-
tion is further strengthened when we realize that both views have
means to incorporate the insights of the other. For example, we noted
that the consequentialists can endorse legal or constitutional rights
with the realization that extreme circumstances may mean overrid-
ing these rights. Rights-based views can incorporate exceptions as
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well. As we noted, Widerquist’s more nuanced view permits excep-
tion to the duty of noninterference. Second, every claim about “sac-
rifice” has a mirror image point from the countervailing view. It will
help to illustrate this somewhat turgid claim with reference to earlier
examples. One reason for rights-based views of morality is to stop
individuals being sacrificed for the social good. As we noted in chap-
ter 4, Nozick goes so far as to say that individuals should never be
sacrificed for the social good. If Widerquist is correct, then the right
of noninterference should not be overridden unless the fate of others
is at stake. This is why the community of rowers would be wrong
to cite a duty to contribute by the reluctant rower once the point of
safety is reached. The reluctant rower’s rights cannot be sacrificed
for the sake of the long-term good of society to reach the point up
stream, which promises a farming paradise. The mirror image of this
point is that society’s future happiness and perfection must be sac-
rificed to ensure that the reluctant rower’s rights are honored. The
point, then, is that the issue is never one of whether there should
be some sacrifice or not. Rather, when consequentialism and rights-
based understandings of political morality differ on a specific issue,
the question is always who should make the sacrifice: the individual
or society?

As noted, this is not the place to decide the larger question in
normative ethics concerning consequentialism versus deontology.
However, I do take it as a point in BIG’s favor that BIG can be justi-
fied from either starting point.

THE PERENNIAL MALIBU SURFER

We turn now to what many consider to be the most important objec-
tion to BIG: the charge of parasitism. The objection, to recall, is that
those who would live oft BIG while refusing to look for work would
simply live unjustly off the labor of others. Much of the recent litera-
ture on this question was spawned by John Rawls, and so it is worth
looking at his response in a little more detail.

On the question of material equality, recall that Rawls sought to
strike a balance between some versions of socialism, which demand
strict equality of wealth, and laissez-faire capitalism, which licenses
extreme differences of wealth. So, Rawls says that some material
inequality is to be permitted, subject to certain conditions. For our
purposes, the most important is that inequalities “are to be of the
greatest benefit of the least-advantaged members of society (the dif-
ference principle).”®
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A problem that emerged almost immediately, and has been repeated
often since, is that some of the least advantaged members of society
might be financially destitute as a matter of choice.” As Rawls asks:
“Are the least advantaged, then, those who live on welfare and surf
all day off Malibu?”'0

Recall Rawls response to the objection:

Those who are unwilling to work under conditions where there is
much work that needs to be done (I assume that positions and jobs are
not scarce or rationed) would have extra leisure stipulated as equal to
the index of the least advantaged. So those who surf all day off Malibu
must find a way to support themselves and would not be entitled to
public funds.!

Rawls’s basic suggestion, then, is that the least advantaged may take
their benefits in different ways. If the least advantaged choose extra
leisure—surfing all day—then they cannot claim monetary benefits
as well—welfare. This would simply be parasitism.!? Accordingly,
Rawls joins those who make willingness to work a condition for social
assistance.!?

An important point to note here in Rawls’s answer to the Malibu
surfer objection is that there is an implicit threat made against those
who would not work. To say with Rawls that those who do not work
will not be entitled to public funds is an oblique way of saying that
only the poor will be threatened for idleness. Note that idleness by the
rich is acceptable; idleness by the poor is not. This is apparent when
we consider the alternative: a universal work imperative. The univer-
sal work imperative would force even the rich to work rather than surf
all day. Since Rawls does not endorse the universal work imperative,
there is a major asymmetry between the rich and the poor: working is
optional for the rich, but not for the poor.

While the rich are not required to work in the Rawlsian universe,
it seems that Rawls must think it is praiseworthy when they do work.
If the rich work, then they will be taxed at a high rate and the funds
redistributed to those most in need. Why then is idleness of the rich
tolerated? Rawls does not explain his thinking here. Perhaps he thinks
that this is simply a consequence of the efficiency emphasis in his dif-
ference principle: society should tolerate differences in wealth because
allowing inequality is an efficient means to benefit the least well-off.
Since society must tolerate a certain amount of inequality, a conse-
quence of this is that the rich may choose to be idle. So, the idleness
of the rich is an unintended but foreseen consequence of permitting
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inequality as an efficient means to help the poor. The idea, perhaps, is
that the prospect of not working is part of what is necessary to incen-
tivize the more productive and the more talented to work. It will be
argued that a similar line of defense can be made for the idleness of the
poor. The idleness of at least some is actually a net positive long-term
benefit for society, so it too should be tolerated, if not encouraged. To
see our way to this conclusion, we will examine an ubiquitous feature
of modern technological economies: threats against idleness.

THREAT ECONOMIES

In technologically advanced countries, threats are the primary moti-
vator to ensure a dutiful and compliant work force. Although threats
in modern industrial economies are ubiquitous, the sources of
threats have varied. The Soviet Union required that everyone work.
Laws against “parasitism” were often accompanied by hefty sanc-
tions like imprisonment. In terms of practice, such laws were often
used against political dissidents, but it is also clear that the laws were
on the books to deter free riders: those who might want to take the
economic benefits of production without paying the cost in terms
of labor. In capitalist countries, the threat attached to not working
(for most) is financial destitution. True, unemployment insurance
and welfare reduce the threat somewhat. But these are supposed to
be temporary or stopgap measures. The United States, for instance,
has a five year lifetime limit for federal welfare benefits. These are
indirect laws against not working (at least for the poor). Laws against
vagrancy and loitering have long been used against the financially
destitute.

So, there are strong norms in advanced industrial nations that able-
bodied people ought not to live off public assistance, which, in effect,
means that there is a strong norm that almost everyone should work.
(The case of the idle rich is not an exception to the claim that most
should work, since the idle rich are always a minority.)

This leads to #he contradiction of late-stage capitalism. To under-
stand the contradiction, we need to recall from chapter 5 the relation-
ship between “ought” and “can” statements: “ought” implies “can.”
The point was made with the following example: Suppose someone
says that you ought to save a drowning child. In your defense, you
point out that you cannot swim, and even if you could swim, to save
the child would mean swimming against a ten mph current. Even
Olympic swimmers cannot manage seven mph in the water, so there
is no hope. Accordingly, there is no sense in which you ought to save
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the child because you cannot save the child. So, to say “ought implies
can” means that if you ought to do X (e.g., you ought to save the
drowning child), then you can do X (you can save the drowning
child). Conversely, if you cannot do X, then it is wrong to say that you
ought to do X. The looming contradiction is that we have a strong
norm that people ought to work, but, as argued in chapter 5, we can
foresee that in the coming decades of technological unemployment,
it will be the case that many will rightly claim that they can’t find a
Job, no matter how hard they try.

SHORTENING THE WORKWEEK

The contradiction could be resolved in a number of ways. If we
put a high priority on keeping the poor working, we could simply
divide human jobs into ever smaller pieces. For example, I teach six
courses a year, so, in theory, my job could be cut in half as part of
a national effort to double the number of remaining jobs (assum-
ing my job is among those still performed by humans). If this is
not sufficient to keep the poor employed, then my job could be
cut into six. The new job description requires each worker to teach
one course a year. Obviously, there is a limit to which most jobs
can be divided. In terms of policy, this might be done by reducing
the workweek. Certainly a ten-hour workweek is imaginable, but
a fifteen-minute workweek seems far too impractical. However, at
least in theory, shortening the workweek would permit us to keep
the threat economy alive.

Let us work an example to see why this is a far from optimal solu-
tion from a consequentialist perspective. Suppose there are 80 workers
who work 40 hours a week. Technological improvements make half
the workers redundant. In effect, the number of employable hours
has dropped from 3,200 (80 x 40) per week, to 1,600. Full employ-
ment could be restored by cutting the workweek in half: making 20
hours a week the new norm (80 x 20). In terms of generating maxi-
mum GNH and GNEF, such a policy is suboptimal for two reasons.
First, some workers might be happier to pursue non-income-generat-
ing ends, for example, climbing mountains or surfing. Second, some
workers would prefer to work longer hours and receive more money.
So, suppose that 10 percent of the workers would prefer not work-
ing and living frugally on BIG, while 90 percent would like to work
at least 24 hours a week in order to maximize their earnings. The
10 percent who would prefer not to work translates into 8 workers,
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so now the 1,600 employable hours is to be divided by 72 workers,
meaning that the workweek could be 22 hours rather than 20.

Under these conditions, it is absurd to think that the policy of
cutting the workweek to 20 hours and forcing everyone to work (on
threat of financial destitution) is a better policy than allowing some to
choose BIG and others to choose to work longer hours for more pay.
What possible rationale could there be for a policy that makes every-
one worse oft? The obvious solution for the consequentialist here is to
allow some to live off BIG, and others to work longer hours.

Despite his official position against providing the Malibu surfer
with BIG, BIG is actually more in tune with Rawls’s deeper com-
mitments. To see why, it will help to drill down to look at how the
preference about different quantities of income versus leisure noted in
the previous example can affect each individual’s pursuit of the good
life. Consider Sara the surfer, and Freddie the flyer. Suppose once
again that technological advances have reduced the need for human
labor to the point that in order to ensure full employment, everyone
would have to work 20 hours per week. Sara’s one passion in life is
surfing and she would prefer to receive BIG and not work at formal
employment at all. Surfing itself, she reasons, is a very inexpensive
activity. Freddie’s one passion in life is flying his small plane. It is a
very expensive pursuit because of the cost of fuel.

For Sara, BIG is the best option because it maximizes her surfing
time. For Freddie, BIG is the best option because it maximizes his
flying time. The decision about how to balance income versus leisure
is surely an important part of our conception of the good life. Rawls’s
solution is unresponsive to these differences in conceptions of the
good life (table 8.1). Rawls’s one-size-fits-all proposal is inconsistent
with his deeper commitment to a just society being one where people
can cooperate while pursuing their own conception of the good life.

It might be protested on Rawls’s behalf that the examples of Sara
and Freddie violate one of the assumptions that Rawls makes in his
response to the Malibu surfer, namely, “positions and jobs are not
scarce or rationed.”** Unfortunately, the remark is so cryptic and his

Table 8.1 Maximize leisure and income

BIG Rawls’s threat
Sara 0 hours work,/$10,000 20 hours work/$30,000
Freddie 40 hours work/$50,000 20 hours work,/$30,000

Total $60,000 $60,000
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discussion is carried out at such an abstract level that it is difficult to
be fair to Rawls in interpreting this remark.!® Rather than attempt-
ing to parse his meaning, we will argue by dilemma. Either legisla-
tive restrictions on the length of the workweek count as rationing, in
which case, Rawls should not be against offering BIG to the peren-
nial surfer; or, legislative restrictions on the length of the workweek
do not count as job rationing, in which case, threatening those who
would prefer not to work is a very unRawlsian solution to the problem
of labor participation rates.

The United States has a long history of political control over the
labor supply, dating back at least to 1938.1¢ These legislative efforts
regulate the length of the workweek with hefty monetary penalties
for employers who ask their employees to work more than 40 hour
per week, that is, with the requirement that they pay time and a half.
Indeed, rationing jobs during the Great Depression was one of the
reasons Roosevelt introduced the Fair Labor Standards Act. In terms
of promoting the social good, it makes sense that the relatively small
pool of jobs available during the Great Depression should be divided
among as many as possible. It was not uncommon in the period before
the legislation was passed for workers to work 50-hour or 60-hour
workweeks. Obviously, it makes little sense from a point of aggregate
utility to have one worker unemployed and another working 50 to
60 hours a week: better for two workers to work 25 to 30 hours a
week. So, if this counts as what Rawls means by “job rationing,” then
Rawls’s objection to the perennial Malibu surfer does not apply in
contemporary circumstances. We have had job rationing in many of
the rich nations for the better part of a century.

On the other hand, it might be thought that this is not what
Rawls meant by job rationing, since it is hard to believe Rawls was
unaware of legislative restrictions on the length of the workweek.
Yet, if the legislative shortening of the workweek does not count as
rationing, then the resulting outcome seems very unRawlsian. As
noted, one of the central themes of Rawls’s corpus is that society
should not impose a conception of the good life on individuals.
Society should be organized in such a way that mutual cooperation
is possible while allowing maximal scope for individuals to pursue
their own conception of what is important in life. It is somewhat
baffling just how little attention Rawls gives to the role of work in
pursuing the good life in his magisterial, A Theory of Justice. The
assumption that Rawls seems to employ is that all but the rich will
generally work a 40-hour week as part of a “good ordered soci-
ety.” As noted, however, this assumption is inconsistent with people
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making dramatically different choices about income versus leisure in
their lives. Rawls should be an enthusiastic supporter of the peren-
nial Malibu surfer and BIG.

In DEFENSE OF THE PERENNIAL MALIBU SURFER

We are now in a position to summarize the reply to the problem
of the perennial Malibu surfer. Rawls’s proposal has three features
worth commenting on.

First, consider the stipulation that Rawls permits perennial surfers
so long as they do not use public money. Notice, however, that the
argument of chapter 3 is actually consistent with the public money
stipulation. It was argued that one’s dividend from state capital is pri-
vate money in the same sense that money invested in any company is
private money. If Warren Buffett can surf all day long and live on the
return on his investment, then the rest of us should be entitled to use
our return on investment for leisure. It might be protested on Rawls’s
behalf that the dividend from state capital is actually public money.
This response, I believe, is very unRawlsian. One of the fundamental
assumptions Rawls shares with Marx is that there is no natural divide
between public and private when it comes to economic goods. Any
divide between public and private is normative, to be decided upon by
society as it determines the nature of the just society. Thus, if someone
protests against Rawlsian redistribution with the claim, “your taxes
rob me of my money,” Rawls’s reply is that the distinction between
what is your money and what is not your money is determined by the
distributive justice scheme chosen by a society. If justice requires that
there is a progressive tax rate, then the money taken in taxes was not
yours to begin with, since it is part of the fundamental agreement by
all parties that there will be a progressive tax.

By a similar token, whether we are entitled to a dividend from state
capital cannot be simply decided by some appeal to a natural distinc-
tion between private and public funds. Rawls says that conventional
distinction between private and public funds is to be decided by using
the device of a “veil of ignorance.” We imagine trying to decide on the
fundamental principles governing the operation of society, ignorant
of where we actually stand in society. Rawls said that the difference
principle is what would be chosen behind the veil of ignorance. That
is, wealth is to be redistributed so long as redistribution helps the
least well-off. But as we have seen, Rawls faced the perennial surfer
objection and so had to modity his theory. Rather than modify the
difference principle, Rawls’s thought is to force poor surfers to work
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by claiming that they have more of a primary good, leisure, and so
they are not entitled to state funds.

The second point is this: if Rawls is going to endorse an implicit
threat against workers—financial destitution if people refuse jobs,
then jobs must be rationed even further. As we noted, it is unintelligi-
ble to say everyone ought to get a job if there are not enough jobs for
everyone. Even now, ignoring the impending robotic revolution, the
labor participation rate (a much better indicator of employment than
the unemployment rate), shows a trend that will not be reversed in the
foreseeable future.!” If jobs are rationed to bring the unemployment
rate down, then the resulting distribution of income/leisure forces a
conception of the good life on people in a manner that is unaccept-
able within Rawls’s own strictures of a well-ordered society.

We noted above that people like Sara the surfer and Freddie the
flyer might have different visions of the good life that imply differ-
ent preferences for income and leisure, and Rawls’s scheme would
result in both of them being worse off. The solution, then, is to
modify the distributive scheme to have the difference principle apply
to those who work, and allow a basic income for those like Sara who
put more emphasis on not working. Not knowing how strong our
preference is for work and leisure, this disjunctive principle—either
work and have the difference principle apply, or do not work and
live on a basic income—is preferable, given Rawls’s fundamental
assumptions.

Another way to appreciate this point is to see how arbitrary Rawls’s
assumption is that eight hours of additional leisure should equal the
full amount that would be redistributed to the least well-off. Why
should eight hours of additional leisure be equal to the full amount
rather than some fraction of the full amount? For example, suppose
that the market rate for the least advantaged workers working 40
hours a week is $15,000 a year and that, with Rawlsian redistribu-
tion, the least economically advantaged workers net $30,000 with
redistribution. That is, the least advantaged workers get $15,000
from redistribution in accordance with the difference principle and
$15,000 from their employers. Rawls says that the extra leisure of
the Malibu surfer should be equivalent to the full $30,000. But why?
It appears he is thinking that, otherwise, the Malibu surfer would
be entitled to the same $30,000. But this simply does not follow.
For a start, half the income from the least well-off among workers
comes from the market, so at best it would seem that the Malibu
surfer is entitled to $15,000 in redistribution. Rawls’s position is that
the Malibu surfer is entitled to $15,000 in redistribution only if she
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works. He does not seem to consider a graduated form of redistribu-
tion, for example, one where taking the extra eight hours of leisure
reduces by a third what one is entitled to through redistribution. If
the Malibu surfer’s redistribution is reduced by a third, she would
still be entitled to $10,000. So, Rawls seems to be assuming a false
dilemma, either the Malibu surfer must work a 40-hour week and is
entitled to the full $30,000, or the Malibu surfer is entitled to noth-
ing. But, as we have seen in the case of Sara and Freddie, this is a very
unRawlsian view.

The third point is that there are further advantages to perennial
surfers not working that Rawls does not seem to consider. One ben-
efit is that for every perennial surfer, the market clearing rate for
labor rises. That is, for the US economy as a whole, there is a surplus
of workers, there are more people seeking work than there are jobs.
Since this point applies to the economy as a whole, it is consistent
with shortages of workers in certain segments of the economy. If
some drop out of the competitive pool looking for work, this means
there will be more competition among employers for employees. Not
only should we predict higher wages then, but also better treatment
of employees.'® The present system, where there are not enough jobs
for people who would like a job, favors capitalists’ interests over work-
ers’ interests. If Rawls is serious about helping the least advantaged,
he should want to restrict the labor supply in order to drive up wages.
As we noted, this could be done either by shortening the workweek
or offering BIG, or some combination of both. As things stand at the
moment, employers have little incentive to be kind to, or at least treat
with a minimum of decency, the least advantaged.

Also of benefit to society is that an increasing scarcity of human
labor will speed up the robotic revolution. It is generally acknowl-
edged that there is a certain substitution effect between labor and
capital. The exact rate of exchange is disputed but in general; if the
price of labor is extremely high, capitalists are motivated to invest in
automation to reduce their labor cost. When labor is relatively cheap,
then there is less incentive to invest in automation. So, it might not
make sense for employers to invest in robotic hamburger flippers
when their labor cost is $6 per hour per person, but it may make
monetary sense when the labor rate is $10 per hour per person. So,
perennial surfers may have the unintended consequence of hasten-
ing the robotic revolution that will release many future generations
from the drudgery of repetitive jobs. It should be apparent that this
argument holds only on two assumptions: first, that those who are
most likely to drop out of the work force work in occupations that
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might be automated, and second, that there is not a lot of withdrawal
from the labor market by robotic developers or others that might be
instrumental in increasing automation. So, for example, it would be
a terrible outcome if BIG induced only those with PhDs in robotics
to drop out and surf all day long. Much better for a robotic future
is if fast-food workers are more likely to drop out. Given the pay dif-
ferential and the difference in job satisfaction between roboticists
and fast-food workers, it is safe to assume that any decline in the
workforce participation rate is more likely to come from the ranks
of the latter.

The Rawlsian view that threatens the perennial Malibu surfer is
badly mistaken. Perennial surfers ought to be celebrated as heroes of
the nation. Without them, the contradiction of late-stage capitalism
is only exacerbated.

THE FuTurE oF CAPITALISM

The argument for BIG offered here seems to have hitched its fortunes
to that of capitalism. In chapter 3, we argued that BIG might be seen
as a dividend on shares in state capital. And in chapters 6 and 7, we
looked at ways to utilize the productivity of capitalism to generate
more GNH and GNEF. So, we have plenty of motivation to think
about the future of capitalism.

Seemingly relevant in this connection is Thomas Piketty’s recent
and much discussed Capital in the Twenty-first Century. From the
title, one might think the book was mostly forward-looking into
the prospects of capital and capitalism in the twenty-first century;
however, the book is mostly historical. Picketty does a marvelous
job tracing the ebb and flow of the accumulation of capital over the
past two centuries. He argues on the basis of historical enquiry that
income and capital inequalities are the most important economic
problems facing us in the twenty-first century. Although he is cor-
rect that these are important concerns, he is wrong to think they are
the most pressing issues. Picketty mentions, and quickly dismisses,
the possibility of advanced robotics radically altering the trajectory
of capitalism.!

As is perhaps obvious, I am of the opinion that Picketty is mistaken
about robotics. Indeed, the situation for capitalism is worse than what
has been previously described. It is not simply that technology will
cause some technological unemployment. Technology threatens capi-
talism as we know it. The threat comes from the combination of two
forces. The first is one we have previously noted; the observation that
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the amount of human labor per unit of economic production goes
down every year:

First Law of Production: with technological progress, the amount of
human labor necessary to create a widget decreases over time.

Widgets are, of course, a catchall for economic goods. We have seen
this point several times, for example, in the observation that farm
productivity has risen dramatically in the last two centuries, that is,
it takes far fewer hours of human labor to produce a bushel of corn
today than it did a hundred or two hundred years ago.

The second law is not as widely recognized; the law states that the
capital-intensive means of production at one stage of technological
development become consumer goods at another stage:

Second Law of Production: with technological progress, the means
of production transform from capital goods to consumer goods over
time.

To explain the second law, it will help to clarity terminology. The
means of production (MOP), it will be recalled, refers to the tools,
equipment, machinery, factories, and so on, that are used to produce
goods. In capitalist economies, capitalists own the MOP and workers
make use of the MOP to create goods. The term “consumer goods”
is sometimes defined in terms of items that are ready for consumption
and are not used in any further production. Other times, the term
“consumer goods” is used to refer to the sorts of things consumers
might buy at retail locations. As is perhaps evident, these two defini-
tions are not equivalent. If I buy an oven at a large retail store, the
second definition suggests that ovens are consumer goods. However,
ovens are used to produce goods, like baked goods or meals, which
suggests that they are not consumer goods, since ovens are used to
produce other goods. To avoid this confusion, we will think of con-
sumer goods as goods that are not used to produce something for
resale (at least in the typical case). Thus, although my home oven
produces some further produce, the product (dinner, baked goods,
etc.) is not intended for resale. That is, the products of my oven are
not sold on the open market, so ovens count as consumer goods.

The most important contrast for “consumer goods” is the term
“capital goods™: goods used in the production of other goods.
For example, suppose you start a business making ovens. You will
need equipment for your oven-producing factory, for example,
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metal-fabricating machines, trucks to transport the ovens, computers
and desks for office workers to coordinate the sales and distribution
of the ovens, and so on. All the tools, machinery, and equipment you
buy to set up your factory counts as capital goods. These good are
used in the production of consumer goods, the ovens your factory
produces, which you hope to sell.

As an example of the second law, think of ice making. At one time,
there was a huge industry in North America selling ice to people
with iceboxes, and for industrial purposes like making beer and meat
packing.2? Ice was harvested from frozen lakes and stored for the fol-
lowing summer in insulated “ice houses.” Some capitalists became
very rich off this industry as they owned the MOP that produced ice
for consumers; for example, the ice houses where the ice is stored and
distributed from. The “ice-man” traveled around neighborhoods sell-
ing ice door-to-door. The ice was used then just as we use ice now, in
a cooler taken to the beach, directly in drinks (as ice cubes), or to keep
foods fresh. Today, most citizens of the United States and other rich
nations have a little ice-producing MOP in their own homes, known
as a “freezer.”

It may seem like a stretch to call a home freezer a MOP. At least
part of the reason why we might balk is that we typically think of
MOP as a means for producing consumer goods for resale. It would
take pretty special circumstances so that I could persuade anyone to
buy ice from my freezer. My neighbors have their own freezers. It
does not make sense for them to buy ice from me when they can make
it at home themselves cheaper (assuming I am trying to make a profit,
then I will have no cost advantage over my neighbors). If, through the
assistance of a time machine, I could go back to the turn of the nine-
teenth century carrying with me several freezers (and a generator), I
could have made a small fortune selling ice. In this instance, I would
be the only one with ice MOP. I would have a cost advantage over
my competitors who have to cut, store, and transport ice. However,
although we may think in the typical case that MOPs are used to
create goods for resale, this is not part of the definition of the MOP.
So, there is no contradiction in saying that we live in a time when ice-
making MOP (freezers) are consumer goods.

We can see how these two laws often work together. As noted, the
amount of human effort to produce a single ice cube has dropped
dramatically throughout history. In the days of the ice-man, there
was a huge amount of manual labor involved: cutting a frozen lake or
stream to harvest blocks of ice, packing the ice in straw, transporting
the ice blocks to be stored in ice-houses, and loading ice into wagons
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to be sold door-to-door. All this labor has been replaced by auto-
mated freezers. True, there is still some residual human labor in creat-
ing home freezers and maintaining the power grid, but this is a small
fraction of the labor that was previously required. However, the two
laws are logically independent. Consider, for example, an imaginary
world where it is impossible to make ice except by using giant factories
the size of football fields. We can suppose the gigantic factory is fully
automated and ice is delivered by robotic drivers, but still consumers
would be forced to buy from the owner of the MOP. In this case, the
law of diminishing labor applies, but not the law of MOP becoming
consumer goods.

Another historical example where the MOP becomes a consumer
good is in the travel industry. We are witnessing the demise of travel
agencies or “travel factories.” The value of a travel agency lies pri-
marily in knowledge: knowledge of travel arrangements, destinations,
discounts, and so on. At one time, almost all travel arrangements
were made through travel agencies, now their share of the market has
dwindled to approximately a third (by revenue).?! Those who owned
travel factories, the stored knowledge of the travel agency, were able
to make a profit. With the advent of the Internet, the cost of own-
ing a travel factory has drastically dropped. It is possible to look up
online prices of different hotels, airlines, cruises, and so on, and also
see reviews from customers and others, from the comfort of one’s
home without paying others for the knowledge. The fact that the
knowledge base is now freely available also explains why I will have a
hard time trying to make a commission buying airplane tickets for my
neighbors. They can just as easily go online and look up the informa-
tion as I can, so there is little prospect of making a profit.

The printing industry is another example of the second law. Once
upon a time, printing was done at a printing shop or “printing fac-
tory.” Print shop proprietors owned the means of production: print-
ing machines and photocopiers. Formerly, if you lost your dog and
wanted to put up flyers featuring a picture of your best friend, you
took the original to a printer. Now, of course, almost every home has
a printer and a photocopier. The price of printers and photocopiers
has plummeted to the point where everyone can be his or her own
“printing factory owner” through the ownership of a printer. This
also explains why it would be only under very special circumstances
that I could make a profit photocopying or printing something for
my neighbors. By and large, there is little incentive for them to pay
me to do something that they can do just as easily in their own home
with their printing MOP.
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As we look to the future, we can see that the same force applies
to other aspects of the economy. Consider that until very recently
it was nearly impossible to obtain electricity in a cost competitive
manner except from a large scale producer: one’s local utility. We
are approaching the crossover point where installing solar panels is
more cost advantageous for many homeowners: the MOP (electricity
generation equipment) is being commoditized by huge robotic solar
panel factories building cheap solar panels. The process is not com-
plete, since most home solar installations simply feed into the central
grid. However, the price of batteries continues to drop,?? so before
too long, consumers will be able to go “off grid”—producing all their
own electrical energy needs. Individual home owners will own the
MOP to produce their own electricity. That is, we will see the rise
of millions of “energy factory owners”: people producing their own
energy from their solar MOP. Again, my neighbors will have little
incentive to buy electricity from me when they can buy cheap solar
cells and produce their own electricity.

We can foresee too the demise of many fast-food restaurants. We
saw in chapter 5 that fast-food robots are on the verge of replacing
many fast-food workers. Consider that as fast-food robots get better
and cheaper, they will soon be as affordable as today’s robotic vacu-
ums and kitchen stoves. At some point, we will be able to have our
own fast-food robot right in our own homes. It will merely be a mat-
ter of saying “make a cheeseburger and fries for me,” and the home
fast-food robot will take care of the rest. Again, when a fast-food
robot is present in every home, it will be hard for any individual to
make a profit selling fast food. If it costs me 30 cents to make a ham-
burger at home with my fast-food robot, my neighbor is not going to
pay me (say) 40 cents for a hamburger when he can make the same
hamburger for 30 cents.

We noted that the two laws are not logically related. It is possible
that the first law is true and the second law false. However, history
bears out the fact that the two laws go hand in glove. The first law
of diminishing human labor is specified in terms of the production
of widgets. Widgets can be either capital goods or consumer goods.
The first law is indiscriminate, it tells us that the amount of labor to
produce all goods, consumer and capital, falls over time. Other things
being equal, reduced human labor leads to a prediction of lower cost.
Given this, it is inevitable that the price of capital goods will fall to
the point where the average consumer can afford them, in which case
they will no longer be capital goods but consumer goods. Take the
ice-making example again. The end of the “ice-man” industry did not
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happen immediately with the invention of freezers. Early freezers were
too expensive for most consumers. Early freezers were capital goods,
and capitalists owned them as part of the MOP. For example, restau-
rants and brewers were early adopters of the technology. They owned
freezers as part of their MOP to produce consumer goods, restaurant
meals and brew. As they dropped in price, freezers turned from capital
goods to consumer goods. However, freezers are MOP in our sense of
the term, since they are used to produce a product, ice.

The first law and second law, then, spell trouble for capitalism.
Individual capitalists are forced to take advantage of the first law or
not survive in the market. As noted, the business of collecting frozen
ice from lakes and rivers was relatively labor intensive. The develop-
ment of freezers reduced the labor and cost of ice. Think about the
early days when commercial freezers first became available. Imagine
Company X is the old established company that collects ice and stores
it in ice-houses. The young upstart, Company Y, uses freezers to
make ice. Since Company Y’s costs are lower, it sells its ice cheaper
and starts to take away market share from Company X. Company X
in turn invests in new capital equipment, freezers, and now is able
to compete once again with Company Y. Of course, this means that
more freezers are now being sold. As the cost of freezers comes down,
it becomes possible within a few decades for most people in industri-
ally advanced nations to buy their own ice MOP, and the ice industry
suffers a massive die off. (There is a small industry for bagged ice but
the glory days of the ice industry are over.)

Therefore, in any particular industry, capitalists are in a bind. On
one hand, they must take advantage of the first law or face extinction.
That is, they must look for more efficient ways to buy and run their
MOP or be out-competed in the market. On the other, they want to
avoid the cost of the MOP getting too low, or they face extinction
when their MOP becomes consumer goods. A good situation for ice-
making capitalists would have been when it was always too expensive
to make freezers for the home market. And for print shops, the ideal
would have been when it was always too expensive to buy a printer for
home use. Of course, the first law tells us that this will not happen.
So, as capitalists attempt to reduce the cost of the MOP as a means
to stay ahead of their competition, they are hastening the ultimate
demise of their particular industry.

If we take this line of thought to its logical conclusion, it seems that
we must imagine a world where all the MOP are consumer goods. If
this comes to pass, then the free market as we know it will disappear.
In the next section, we will examine one such possible future.
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THE AMERICAN DREAM:
0.4 AcreEs AND A NANOBOT

To the suggestion that we are approaching a world where everyone
produces all of his or her own goods, it will be remarked that his-
tory in fact shows the opposite. It was only a few centuries ago that
there was comparatively little economic exchange. Most of what was
produced and consumed was on one’s own farm. The vision—that
production will take place at home—is not a view to the future,
but to the past. As Adam Smith long ago noted, it was specializa-
tion and trade that sowed the seeds from which capitalism sprung.?3
With increased productivity came new goods and services, which in
turn encouraged further specialization and trade. And the examples
above seem to support this point. Yes, the ice-man industry van-
ished, but in its place grew a whole new industry, the manufacture
of freezers. While travel agencies may have diminished, the sales
of personal computers that allow people to make their own travel
arrangements have expanded, from almost no computer ownership
thirty years ago to the point where most in the rich nations own
several.

There is no denying that the economy has evolved along the lines
suggested by Adam Smith: increasingly specialized producers more
frequently trade in a competitive market. As usual, the dispute is
not about the past—the dispute is about the future. The question is
whether the past is a good indicator of what the future will be like, or,
whether we have good reason to suppose that things will be radically
different. It is the latter claim I want to support.

We live in a world that is much like a giant Lego box. All material
things are made up of elements from the periodic table from just
under a hundred different types of naturally occurring atoms. Many
of the elements are familiar: hydrogen, helium, carbon, and iron.
Some are more exotic sounding: cesium and antimony. This means
that every material thing is made up of combinations from this basic
set of building blocks. Sometimes when I put the key in the ignition
of my 1997 rusted Ford minivan and hope it will start, I lament not
owning a brand new Porsche convertible. However, I often try to
offset this with the happy thought that I actually own all the pieces
of a brand new Porsche sports car. After all, a Porsche is basically
just a collection of atoms. Atoms of the same type that go into the
brand new Porsche in the dealer’s showroom can be found in the
soil in my backyard. The trouble, of course, is that the atoms are
dispersed throughout the soil, perhaps hundreds or thousands of
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feet down. In theory, however, all the makings of the Porsche are
there. It would be unimaginably expensive, but if I had the funds, I
could have scientists and engineers separate the iron and the other
molecules necessary to recreate a Porsche from the soil in my yard.
Here is how (again, in theory) such an operation could go. As a new
Porsche rolls off the assembly line in Germany, scientists scan the
car down to the molecular level, taking an inventory of each mol-
ecule and its relative position to other molecules. The inventory of
atoms would be relatively straightforward. It would look something
like this: X number of hydrogen atoms, Y number of iron atoms,
Z number of carbon atoms, and so on for all the elements on the
periodic table. (For some elements, the value may be zero or close
to zero.) The basic inventory of atoms then could be printed off on
a single page. Much more complex would be the information encod-
ing the relative position of each atom and electron in the Porsche.
The instructions for this would be horrendously complex, as anyone
who has studied the atomic composition of even single molecules
in high school chemistry will know, but with such information,
one would have everything one needs to build a Porsche. In effect,
the information would constitute a molecular blue print for the
Porsche. Suppose then, scientists sift through the dirt in my back-
yard, looking for the atoms on the inventory list. Once the scien-
tists have amassed all the atoms on the inventory list, they assemble
them according to the instructions specifying their relative position
to one another. It would be possible in this case to manufacture a
brand new Porsche simply from the atomic elements that could be
mined from the dirt in my backyard.

Rather than having human scientists and engineers perform the
labor, we can imagine nanobots, molecular scale robots, micrometer
range in size, collecting molecules and assembling them according to
the molecular blueprint. The number of atoms involved is probably
somewhere in the order of a number followed by 30 zeros. It would
make sense then to have an army of nanobots assigned to the task.
Since nanobots themselves are comprised of atoms, it would make
sense to assign the first nanobot the task of creating more nano-
bots and the new nanobots to create further copies of themselves.
As is perhaps obvious, in short order, an army of nanobots could be
made through the replication process. As with any self-replication
process, the first few generations are not that impressive: generation
1 produces 2 nanobots; generation 2, 4 nanobots; generation 3, 8
nanobots; and by the 10th generation, we have just over 1,000 nano-
bots (1,024). By the twentieth generation, there are over a million
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nanobots (1,048,576); and by the 30th generation, there are over a
billion (1,073,741,824).

Applying this to political economy, consider this future: at age 18,
every person is allotted 0.4 acres (about the size of the average middle
class single family lot at present) and a nanobot.?* Imagine you have
just turned 18 in this future. You have chosen a piece of land out in
the desert far from others, as you value your solitude. Your parents
drop you oft with a knapsack and your nanobot on the remote prop-
erty, and, as is customary, leave you to fend for yourself. Using your
cell phone, you scan the Internet for molecular blueprints for homes
and find one to your liking. You set the nanobot the task of building
a house in the most efficient manner possible. Naturally, the nanobot
first goes into replication mode to build an army of workers. Each
generation takes approximately 20 minutes,?® you do not see much
activity for the first couple of days with your naked eyes, but you do
receive updates through wireless communication that the nanobots
are successfully replicating. Within a few days, work on your palatial
new home is near completion. Again, using schematics obtained on
the Internet, you furnish your new home with paintings, appliances,
and entertainment systems to your satisfaction. The raw materials for
all your needs are found in the ground of your 0.4 acres. Even food is
provided straight from the ground. To celebrate your new home, you
look over food recipe websites. You decide on a New York style pizza
and a bottle of red wine for your celebration. The molecular blue
prints for both are provided for the nanobots, which quickly assemble
the meal and drink.

I am not suggesting that the nanobot revolution will happen
tomorrow—so please do not quit your job just yet. However, it is
something like this future we are headed to (assuming we do not blow
ourselves up in the meantime, discussed later). How soon until we
have technology of this sophistication? Optimists like Ray Kurzweil
think it could be somewhere in the order of 2030 to 2040.%¢ Whether
this is accurate or whether Kurzweil is oft by half a century or more is
not something we can investigate here. Rather, I would like to make
a few points to show that it is not pure fantasy.

The first point is that a precursor technology, 3-D printing, or
additive manufacturing, is already in use and rapidly expanding. For
those not familiar with the technology, the analogy with a regular
printer for printing documents is perhaps most helpful. Think about
how inkjet printers put words on a page. A computer program con-
trols an inkjet that deposits tiny amounts of ink according to patterns
of letters and symbols. Inkjet printers make a plain sheet of paper a
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tiny bit thicker as the ink is deposited on a page. 3-D printers work
on the same principle with a couple of key differences. First, rather
than ink, typically plastic is extruded from a nozzle. Second, numer-
ous layers are laid one on top of another until the object is complete.
To make a plastic cup, for example, one simply loads in a design and
the printer will print a cup one layer at a time. Many 3-D designs for
items, including cups, are available for free from websites like www.
thingiverse.com.

The price of 3-D printers has fallen dramatically in the last few
years, while the number of items that can be printed by 3-D printer
grows every year. Printers that costed over $20,000 less than a decade
ago now sell for about $1,000. Some of the items printed using plas-
tic, as the primary input, include prosthetics, shoes, clothing, swim-
wear, drone helicopters, guitars, and guns. A number of food items
are now being 3-D printed, including chocolate and pizza.

3-D printing in the home is still in its infancy. Leading the way is
Reprap.org: a community or “open source” movement to develop a
free home 3-D printer. More than half the parts of the current gen-
eration of RepRap 3-D printers can be printed by one of the printers
themselves. The goal is to make a 3-D printer that can print all of
its own parts. Work on this goal is being spearheaded by academ-
ics and hobbyists across the globe. A study that testifies to just how
far 3-D printing has come already was recently made by a group of
engineers who found that home 3-D printing is already cost-effective:
“A family using one RepRap to print only 20 domestic products per
year (about 0.02 percent of the products available) can expect to save
between $300 and $2,000.”%” Table 8.2 gives you some idea of how
the authors reached their conclusion. They looked up the retail prices
of various items that can be made by a RepRap. Retail costs are given
for both the lowest cost and the highest cost the authors found for
each item.

The cost of making items with a RepRap was less than half, even
when using the lowest retail price offered. This is explained in part
by the inexpensive inputs into a RepRap: electricity and plastic fila-
ment. As can be seen below, the most electricity-intensive item to
make, the paper towel holder, cost only 4 cents in electricity. The
cost of the plastic filament is relatively inexpensive and set to decline
even further. In part, this will be because it may be possible to recy-
cle plastic to use as feedstock. A future RepRap recycling machine
might take used plastic milk cartons and repurpose them into plastic
feedstock to make something like a paper towel holder or an iPhone
dock.
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The engineers conducting this study summarize their most impor-
tant finding thus:

As both upgrades and the components that are most likely to wear out
in the RepRap can be printed and thus the lifetime of the distributing
manufacturing can be substantially increased the unavoidable conclu-
sion from this study is that the RepRap is an economically attractive
investment for the average US household already. It appears clear that
as RepRaps improve in reliability, continue to decline in cost and both
the number and assumed utility of open-source designs continues
growing exponentially, open-source 3-D printers will become a mass-
market mechatronic device.?®

Here is another example of how far we have come already: a Chinese
company, WinSun, used 3-D printing to print whole houses for about
$5,000 cach. The material used in the printer is a composite of recy-
cled construction waste, glass, fiber, and cement.?’

The future is uncertain, but smart money is on the trajectory where
3-D printing becomes cheaper and more capable. It should become
cheaper as the printers get the ability to print more of their own com-
ponents, and as feedstock becomes cheaper through recycling and the
ability to use more materials, including dirt.3° 3-D printers are pretty
close to the universal MOP. In theory, just about any material good
that you would want could be made with a 3-D printer. We probably
will not be able to economically print all the material goods that we

may want in ten years time, but almost certainly we will within a
hundred.

NerTHER CAPiTALISM NOR COMMUNISM

In what follows, I will continue to discuss as if nanobots are likely to
be developed. As we have just seen, it would be possible, in principle,
to do much of what nanobot technology might be capable, simply at
a larger scale. For example, 3-D printers work at a much larger scale
than nanobots, but in theory they could be improved to the point
where they might be able to print just about anything. In terms of
efficiency and flexibility, it is clear that nanobots are to be preferred
over macroscopic 3-D printing, but in theory, much of what might
be done with nanotechnology could be done with macroscopic 3-D
printing robots and other robots to secure raw materials as input for
3-D printer bots. As we noted above in chapter 5, there is already
robotic mining equipment. Such macroscopic robots could be put
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to use mining and refining materials to make useable inputs for 3-D
printers. I make this point simply to note that the argument does
not hinge on any single technological development. I think the case
overwhelmingly favors the idea that not only is nanobot technology
possible, it is also likely. Anyone who objects should imagine what fol-
lows, redescribed in terms of the activities of 3-D printers and other
macroscopic robots.

The nanobot future described is one where all MOP are consumer
goods. With one’s own supply of nanobots, there is no need for large
scale factories owned by a capitalist class oppressing workers; all man-
ufacturing can be right at the point of consumption. It is easy to
suppose that, to our descendants, our present economy will look bar-
baric. Imagine their astonishment to think that someone in the early
part of the twenty-first century might have bought furniture made in
China with US lumber at a US retailer. Surely this would seem absurd:
shipping the molecules (the raw lumber) to China and then shipping
the molecules back (in the form of furniture). Of course, at present,
China supplies human labor at a lower price that more than covers the
cost of shipping, but on a purely molecular level, this seems absurdly
inefficient. Compare that to the future where nanobots make a new
couch using molecules from an old couch. This is so much more efti-
cient. Not only does it save on shipping the molecules, but it also
reduces the cost of buying and disposing of the old couch.

Clearly, nanobots will not solve all problems of distributive justice,
but it will permit at least this much: material abundance for all. By
“material abundance” I mean something like the material wealth of
at least the present upper middle class: a large home, energy, food,
and transportation. All these things, as indicated, could be made by
nanobots requiring no input of human labor, and no precious natural
resources, just dirt or seawater from which to obtain the molecules
necessary to assemble the goods. There will be some residual prob-
lems of distributive justice associated with some forms of scarcity. For
example, there is only one Mona Lisa and a nanotechnology future
will not change this. And there is only so much beach front property,
and so there will be questions about how this is to be distributed.
However, in both cases, a nanotechnology future might reduce these
problems. Consider that nanobots would make it possible to own a
molecule-for-molecule identical copy of the Mona Lisa: a “fake” so
good that no expert could distinguish it from the original. And surf-
ers in a landlocked state like New Mexico need not be deprived of
their joy, nanobots could create a saltwater lake in the desert with a
wave machine that would guarantee perfect surf every day. After all,
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even a large saltwater lake is nothing, ultimately, but molecules in
motion.

Is such a future a victory for capitalism or communism? As we
noted above, capitalism and communism agree that human labor is
necessary for production. The residual disagreement between them is
how much value human labor ought to be assigned. Capitalists believe
that it has market value only, Marx believed that the surplus product
extracted by capitalists also belongs rightly to workers and is there-
fore more valuable. In a nano future, where human labor is no longer
required for material abundance, the question of victory looks nearly
impossible to answer. On one hand, communists might claim victory
since there is no longer exploitation of labor by the capitalist class. On
the other, since everyone owns the means of production, capitalists
can claim victory—the means of production were not seized by the
proletariats, as Marx predicted. In the envisioned future, the working
class is absorbed into the capitalist class, as everyone owns their own
means of production. In which case, Marx is wrong: the means of
production are not owned socially at the end of capitalism. Perhaps,
in the spirit of diplomacy, we ought to consider it a tie, since both
capitalism and communism achieve their main aim: the MOP remain
privately owned and workers are no longer exploited.

Perhaps it might be protested that the victory crown really ought
to go to capitalism, since, as noted, it is workers who are absorbed
into the capitalist class and not vice versa. However, it should be clear
that any victory that the capitalist might enjoy is entirely pyrrhic.
Recall that we said capitalism is the conjunction of two theses: private
ownership of the means of production and free markets for the buy-
ing and selling of goods and services. In the nano future described,
the free market for the material goods that make up material abun-
dance has disappeared, since everyone is producing their own mate-
rial abundance rather than buying and selling with one another. In
such a future, I can no more sell a car, created by my nanobots, to my
neighbor than I can now sell my neighbor an ice cube.

Indeed, as intimated, the envisioned future overcomes one of the
inherent inefficiencies in a market economy: transaction costs. It
takes time and effort to buy and sell goods. Suppose today I offer my
neighbors free ice and ice chests. I try to sell the idea that they could
get rid of their freezers and the associated costs of running them.
An energy efficient fridge/freezer might cost $5 to $10 a month to
run, so this would be a savings for my neighbors. However, there are
certain transaction costs involved. They would have to come over and
pick up the ice. Even if I offer free delivery, they would have to be
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home to receive the ice. For most, this would not be worth the hassle
to save a few dollars a month. As the price of electricity drops, even
getting free ice from me would be a losing proposition: my neigh-
bors could make ice virtually for free and have no transaction costs
involved.

It might be objected that there will still be a free market for “high
forms” of intellectual labor. Consider, for example, the intellectual
labor of writing a novel, writing a song, or making a movie. If robots
and computers cannot emulate these forms of human labor, then
there is still something that humans can offer the economy. Since
the high forms of intellectual labor are scarce, there is every reason
to suppose that there will be a free market where these forms of labor
will be bought and sold.

There are a couple of problems with this suggestion. The first
is that it is not clear that this actually counts as residual capitalism.
Yes, there is the buying and selling of goods in a free market, but
in this instance, the profit is made on a scarce supply of labor tal-
ent, rather than owning the MOP. Furthermore, it is not clear what
the untalented will have to trade in exchange. That is, if you do not
have the talents that, by hypothesis, are rare, then you do not have
anything to exchange. Your labor has been replaced by robotic labor
and everyone owns the MOP for material abundance. True, the tal-
ented might trade among themselves: you might write the great novel
and exchange it for an album of songs. Perhaps such a market might
be sustained. However, at least some of those with rare talents will
share their works for free. If you and I both write a great novel and
I release mine for free while you charge for yours, my audience will
be much larger than yours (since by hypothesis only those with rare
talents can afford your work). But now I will have something that
you might want; a large and adoring audience. Since I do not have to
worry about selling my novel to ensure material abundance, there will
be a strong pull to release it for fame alone. True, I will not be able
to trade my novel for the album that you traded for, but presumably
there might also be music that is available free. It is difficult to know
in advance, but I suspect that the drive for recognition will overcome
the urge to try to maintain a market based on restricted access to the
products of those with talents.

In some ways, a future of material abundance is even better than
the future predicted by Marx. Marx still labored (as it were) under
nineteenth-century conceptions of the MOP. As we noted, his para-
digm examples are large factories billowing smoke. Although Marx
understood the first law of production, he missed the second. He
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seems to have imagined large factories that were socially owned. Many
of his critics have attacked him on precisely this point: even if factories
are not owned by capitalists, this hardly solves all the problems of
production and distribution. Some decisions have to be made about
how to coordinate production and how the costs and benefits are to
be distributed. Marx, as a good student of Hegel, thought that it was
impossible to see into the future as to how these problems would be
best resolved.3! To Marx’s critics, this seems like an admission that
he has no solution. In the nanobot future, coordination problems
mostly disappear. We do not have to decide how many hours each of
us should work in a giant factory, and whether the factory should pro-
duce guns or butter, because there are no factories, and human labor
is no longer needed. Nor do we have to decide socially how much
each factory should produce, since we decide for ourselves about what
we would like our MOP to produce.

A BIG STEPPING STONE

If we can foresee the end of capitalism, then does not this also
threaten BIG? After all, the argument has been that the enormous
fruits of capitalism should be redistributed in order to ensure peace,
and to serve the aims of maximizing GNH and GNF. BIG, then,
seems beholden to capitalism. If there is no free market, then there
are no exchanges from which a transaction fee (that is, tax) can be
levied. And if there is no transaction fee, then there will be no funds
to pay for BIG. Thus, any thought that capitalism might fade from
the political-economic landscape is also a thought about the demise
of BIG.

While this may seem a devastating problem for the present pro-
posal, in fact it is not. The reason is that the need for BIG diminishes
as the ability to pay for BIG diminishes. As we saw above, there is no
need for BIG when we have advanced nanotechnology: 0.4 acres and
a nanobot will supply material abundance for all. As we approach this
future, the cost of goods will fall because of increasing automation.
Consider again the following example of the cost of food over the
past two centuries. Most of the time subsistence farmers spent labor-
ing was devoted to producing enough food for their families. Once
mechanized machinery was used on farms, the potential for huge sur-
pluses was made possible. Even as recently as 1960, food costs were
about 18 percent of disposable income, compared to 10 percent at
present.?? With robotics, there is every reason to suppose that this
trend will continue. For example, an average person might cat $60 to
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$75 of fresh fruits and vegetables per month. If one is living on BIG
alone, this represents about 8 percent of one’s income. Now imagine a
hydroponic gardening robot can be purchased for $200. The nutrient
solution to run the hydroponic unit and the electricity for the robot
and circulating pumps might cost a few dollars per month. So, on this
scenario, the hydroponic robot would be paid oft with three months
savings, at which point, the cost of fresh fruit and vegetables might
drop from 8 percent to 1 percent or 2 percent of income. We can
see, then, the relationship noted above: if industrial farms go broke
because people have robots grow food for them, then the tax base
will shrink. But, on the other hand, people will need less income if
they do not have to buy fresh produce at their local grocery store. The
more the tax base shrinks, the more that will be produced at home,
at the point of consumption. BIG, then, is a way for us to transition
from a capitalistic mode of production to a postcapitalistic mode of
production.

The biggest residual problem we face in transitioning to such an
economy concerns what Marx called the “subjects of labor,” rather
than the “instruments of labor.” Marx used the term subjects of labor
to include things such as land and natural resources, and instruments
of labor to refer to things such as factories and tools that human
workers use to produce goods. The instruments of labor, as we have
seen, are the sorts of things that will be radically transformed by the
coming robotic revolution. The supply of the instruments of labor is
not fixed, we can make more factories or tools. However, the subjects
of labor do seem fixed. As the old saying goes, “They aren’t making
any more land.” This means that there will still be a problem of dis-
tributive justice: how will the finite supply of the subjects of labor be
distributed?

While it is true that the subjects of labor are fixed, in a certain
sense, it is also true that technology can radically change the value of
the subjects of labor. We noted this above in connection with the idea
that a piece of desert might be transformed into a palatial residence
by nanotechnology. At present, such desert land is virtually worth-
less: it would require an enormous amount of labor to transform it
into something useable. In the nanotechnology future, the labor is
provided by technology, hence, this changes the equation. Similarly,
think about the relative scarcity of gold. No more gold is being pro-
duced and nanotechnology is not likely to change this fact. But con-
sider that there is about a hundred times as much gold in the oceans
as compared with all the gold that has been mined over the course
of human history. Of course, this gold is virtually worthless now
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because it is so diluted in seawater it is not economical to separate it
out. With advanced nanotechnology, all this changes. The labor and
energy to harvest gold from the ocean is basically free: nanobots can
provide the labor, and energy can be harvested from the sun.

The point then is not that the subjects of labor are not scarce, but
that they are not as scarce as they may first appear. Consider that if
every adult citizen in the United States at present was granted 0.4
acres, as imagined above, as part of a homesteading act, this would
represent only about 6 percent of all US land. Interestingly, 0.4 acres
is far more land than would be required for an individual to produce
his or her own food and energy.? So, with the victory of the robotic
revolution, there should be plenty of land for everyone, so long as
it is distributed according to principles of justice. Conversely, if the
right to some subject of labor, that is, some natural resource, is not
recognized, then there is almost certainly going to be civil unrest,
if not outright revolution. Imagine, when the robotic revolution is
complete, workers will be unable to sell their labor and have no way
to pay rent for land. If the masses are told they can use the land only if
they can pay for it, and there is no way to pay for it, then the situation
will be ripe for violent revolution.

TecuNo-OpPTIMISM

It may be thought that the argument discussed earlier suffers from a
bad case of techno-optimism: the idea that technology will solve all
our problems.

This allegation I vehemently deny. I readily admit to arguing that
questions of distributive justice evolve with technology, but this is a
far cry from the claim that technology will solve all our problems.
One reason was already mentioned: even the most advanced technol-
ogy will not solve some questions of distribution, for example, who
gets to own the original Mona Lisa. So, even within the domain of
distributive justice, there are problems that can only be solved socially,
not technologically.

More importantly, I believe that advanced technology, like 3-D
printing and nanotechnology, is a doubled-edged sword. We have
talked about some of the positives of such technology in helping with
material want. However, one of the downsides of advanced technol-
ogy is its destructive capacity. For example, we have already seen the
first 3-D printing of guns.?* The weapons are fairly crude, but the
threshold has been breached. With advanced robotics, it will be much
easier for individuals to make weapons that are much more deadly,
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unless we build in safeguards. It is easy to imagine, for example,
nanotechnology being used to create viruses, to directly attack one’s
enemy by (say) building blockages in the main arteries, or assembling
bombs. In short, technological advancements may make widespread
warfare rooted in personal manufacturing of weapons a reality. The
problem, in a nutshell, is that warfare is a type of labor. Until recently,
a tremendous amount of human labor went into building and wield-
ing weapons. With the robotic revolution, this will no longer be true.
So, technology raises the possibility of the complete destruction of
civilization and perhaps of the human species.

So, the charge of techno-optimism is mistaken. It should be
obvious that BIG is not the cause of these extinction worries, it is
advanced technology. If anything, BIG may serve as one possible
means to alleviate tension. We noted in chapter 5 that technological
unemployment has the potential to cause unrest and that BIG is a
good solution to help reduce social tension. The same point applies
here: if BIG is in place, it will reduce motivation fueled by financial
destitution to use technology for terrorism and war. Obviously, this
is not the only thing we should consider to reduce threats from tech-
nology, but BIG may go some distance to reducing the threat from
advanced technologies.

It is interesting that there is a sort of cyclical nature of political
philosophy. Political philosophy in the early Enlightenment was pri-
marily concerned about peace, particularly problems of civil war, and
much less about distributive justice. In the nineteenth and twentieth
centuries, the primary focus was on distributive justice. In the twen-
ty-first century, political philosophy ought to focus again on peace
rather than distributive justice, given the potential of advanced tech-
nologies to destroy millions, or perhaps, civilization in its entirety.



CHAPTER 9

Concluding Unscientific Postscript

WEe Have BEen RoBBED

To summarize the argument: we have been robbed.

If you believe in an unrestrained capitalism, one that is not tem-
pered by concern for the social good, then you should agree that
we have been robbed of our just capitalistic desserts. Citizens in the
industrially advanced nations have shares in a huge market place, one
that makes eBay pale in comparison, and we do not make sufticient
return on our capital. BIG is the least we should expect as sharehold-
ers. We have so far been robbed of our dividend.

If you believe that happiness is an important value in governing
society, then you should agree that we have been robbed of happiness.
As a society, we would be happier if BIG were part of the income dis-
tribution scheme of this country. The fact that BIG is not yet a reality
means we have been robbed of happiness.

If you believe that freedom is an important value in governing
society, then you should agree that we have been robbed of freedom.
As a society, we would be freer if BIG were part of the income distri-
bution scheme of this country. The fact that BIG is not yet a reality
means we have been robbed of freedom.

Is BIG MEereLy UtopriaN

What should we say about the objection that BIG is merely utopian?
The objection, in other words, is that as much as BIG might be a
good thing, it will never happen. It is politically unworkable.!

In some sense, this objection is irrelevant because this is a work in
normative politics; it tells us what should be done, not whether it will
be done. Consider a parallel: Thomas Jefferson included antislavery
language in the original draft of the Declaration of Independence.
The language was edited out by others. It is not hard to imagine
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that even those sympathetic with Jefferson’s view might have thought
prohibition against slavery would never happen. But pessimism about
reform does not change the fact that it was true slavery ought to have
been abolished in 1776, as Jefferson wanted, even though it was not.
Similarly, it is true that we ought to institute BIG today, even if soci-
ety does not agree. This line of thought is not an indictment of the
BIG proposal, but of society itself.

Still, this response seems to suggest that BIG is in the realm of
“mere academic concern.” Interestingly, one reason to think that
BIG is not merely of academic interest is because there is something
like a precursor to BIG already at work in the United States, namely,
the Alaska Permanent Fund, mentioned earlier. The fund was set
up in 1976 with the purpose of providing the citizens of Alaska
dividends from the state’s oil revenues. The fund typically pays in
the order of $1,000 to $2,000 per year per person. It is a precursor
since the dividend is nowhere near sufficient to live on, especially
in a state that has a higher cost of living than many other part of
the United States. Still, the idea is not entirely foreign to American
politics.?

Moreover, one of the lessons we learn from history is that pro-
gressive social changes are very hard to predict. Same-sex marriage is
permitted in many US states in 2015, yet, in 1976, the Democratic
convention refused to pass a resolution that recognized homosexuals
as human beings. Very few would have predicted in 1856 that the
centuries old practice of slavery would end within ten years. 3 If some-
one had asked me five years ago to rank the country that would first
permit the sale of marijuana in stores, I would have ranked the United
States last on a list that included Britain, France, Canada, Australia,
and New Zealand. Yet, in two US states, Washington and Colorado,
people are free to buy pot in retail locations as I write this. The point
then is that those who claim BIG is utopian, claim to know too much:
it is extremely difficult to predict when progressive changes will take
place. Any number of events can precipitate change. Some of these
are large-scale events, for example, the Civil War and World War I
were catalysts for the end of slavery and enfranchising women. Other
times, a single person’s actions, like those of Rosa Parks, can excite
many to action and act as a catalyst for change.

History teaches both negative and positive lessons. The positive
lesson one can draw here is that change almost never happens unless
some people agitate for it. Race relations in the United States are
not what they should be, but there can hardly be any doubt that
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things would be worse but for those like Martin Luther King and
Rosa Parks, who agitated and sacrificed for change, knowing that
their cause was righteous. This work has tried to make the case that
there are good moral arguments for BIG. We are entitled to BIG as a
dividend of our share of state capital, and BIG will serve the interests
of peace while increasing GNH and GNF. This tells us that the cause
is righteous.

The negative lesson is that there is no way to predict with any cer-
tainty when change will take place. There is no history oracle, and no
crystal ball. There is no privileged vantage point to predict the march
of the world spirit. Agitation for change in the face of such uncer-
tainty is always a leap of faith.

The question going forward is not whether we should have BIG,
but how to turn our moral insight, that we should have BIG, into
political action. The next step involves understanding strategy: how
to effect the political change necessary to make BIG a reality. In this
respect, I am an amateur, and so I leave to those more experienced in
political advocacy the task of charting a way forward.*

(The book should have ended with the previous paragraph, but
I cannot resist weighing in on the question of strategy despite my
amateur standing. The most direct way forward is to form a political
party with BIG as its central message. I will discuss the US situation
with the understanding that each country has its own political history
that might require different approaches.

It is not necessary to subscribe to the opinion that there is no dif-
ference between the Democratic and Republican parties to say that,
in practice, they are not too far apart. Those who are knowledgeable
about the politics of other developed nations understand that, against
such a backdrop, the Republican and Democratic parties are both
right-wing parties. Similarly, both parties, for whatever reason, have
proven to be stalwarts against progressive changes, at least since the
Regan era.

What is needed is a party that looks to the future, rather than
clings to the past. Consider the Happiness and Freedom Party (HEP)
that has BIG as its central plank, along with universal health care, and
other measures that are designed to increase the gross national hap-
piness and freedom of the nation. One thing that offers a ray of hope
is that, under the present system, candidates do not need a majority
to win an election. In theory, under the present system, a candidate
in a three-way race can win with 34 percent of the votes when the
other two candidates have 33 percent each. Less optimistically, even
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winning a small percentage of the votes would be enough to get BIG
to be part of the national conversation, especially if the party acts as
a spoiler: taking enough votes from either party to cause a change in
the election outcome, and hopefully, a change in their platforms. The
HEFEP asks for your vote.)
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