Symposium 143

Juster, Susan and Maris Vinovskis. [987. “Changing
Perspeetives on the American Family in che Past.”
Annual Review of Socielogy 13: 193-216.

Katmerman, Sheila. 1994. “Child and Family Policies:
An International Owerview.” Pp. 31-48 in
Children, Families, and Government, ediced by E.
Zigler, J. Kagan, and E. Hall. Cambridge:
Cambridge University Press.

Kelly, Erin and Frank Dabbin. 1999 forthcaming.
“Civil Rights Law at Work: Sex Discrimination
and the Rise of Maternity Leave Policies”
American Journal of Sociolngy.

Kessler, Ronald and Jane Meleod. 1984. “Sex
Differences in Vulnerability to Undesirable Life
Events.” American Sociological Review 49: 62031,

Kilbaurne, Parbara, Paula England, Gearge Farkas,
Kurt Beron, and Darothea Weir, 1994, “Recurns to
Skill, Compensating Differentials, and Gender
Bias: Effects of Occupational Characteristics on
the Wages of White Women and Men." American
Journal of Secialogy 100: 689-719.

King, Rosalind B. 1999. “Time Spent in Parenthoad
Status amang Adules in che United States.”
Demagraphy 36: 377-85.

Laseh, Christopher. 1977, Haven in & Heartless World:
the Family Besieged. New York: Basic Baaks.

Louv, Richard. 1990. Childhoad's Future. Bostaru:
Houghton Mifflin.

Manning, Steven. 1999. “Students for Sale: How
Corparations Are Puying cheir Way into
America's Classrooms.,” The Nation, September
27 11-18.

Mclanahan, 8. and |. Adams. 1987, “Parenthood and

Psychological Well-Being.” Annual Review of
Sacislagy 13: 237-57.

Monson, Rene. 1997, “Scate-in Sex and Gender:
Collecting Informatian fram Mothers and Fathers
in Paternity Cases.” Gender and Sacieey 11: 279-95.

Preston, Samuel. 1984. “Children and the Elderly:
Divergent Paths for America's Dependents.”
Demagraphy 21: 435-57.

Ritkin, Jeremy.1994. The End of Waork. New Yarl:
Putnam.

Simor, Rabin W. 1995, “Gender, Multiple Roles,
Role Meaning and Mental Health.” Journal of
Health and Sacial Behavior 36:182-94.

Sonenstein, Freda L. 1991. “The Child Care
Praferences of Parents with Young Children: How
Lictle is Known.” Pp. 337-53 in Parental Leave and
Child Care, edited by . 8. Hyde and M. J. Essex.
Philadelphia: Temple University Press.

Sprague, Joey. 1994. “Seeing Gender as Social
Structure.” Paper presented at the annual meeting
of the American Sociological Association, New
York.

Waldfogel, Jane. 1997. “The Effect of Children on
Wamen's Wages.” Amaerican Sociolngical Review 62:
209-17.

Wolman, William. 1997. The Judas Economy: The
Triumph of Capital and the Betraval of Work.
Reading, MA: Addison-Wesley.

Weight, Erik. Olin. 2000. “Reducing Income and
Wealth Inequality: Real Utopian Proposals.”
Cantemparary Soctology 29:143-56.

Zelizer, Vivian. 1985. Pricing the Priceless Child. New
York: Basic Boaks.

Reducing Income and Wealth Inequality: Real Utopian Proposals

At the care of many, perhaps maost, emancipato-
ry visions of the good society is a belief in the
desirahility of low levels of inequality in the
material conditions of life. This is an integral
patt of classical Marxist ideas of sacialism and
communism, the madels of nineteench-century
utopian socialists, the visions of left-wing anar-
chists, the pragmaric programs of the mare radi-
cal forms of soctal democracy, the experiments
of the Kibbutzim, but also, ac least implicitly, of
contemporary madels of deliberacive and asso-
ctative democracy, and more radical currents of
feminism and environmentalism. These tradi-
tions differ sharply in cheir concrete institution-
al designs and in their rationales for desiting
relative marterial equality, but they all share a
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roughly common helief in the impartance of low
levels of economic inequality as a constituent
element in their utopian visions.!

¢ [ will frequently express the core value as heing
“low levels of inequality” rather than “equality,”
for ewo reasons. First, strictly speaking, “equality” is
the end paint of a spectrum of passibilities. One
daes not [teerslly have mare or less “equality,” but
differing degrees of inequality. Second, it is not
clear whecher the core value of radical egalitarians
is actually camplete equality or simply the elimina-
tion of all objectionable forms of inequality. Even
the pure cammunist egalitarian maxim—ta each
according ta need, from each according ta abili-
ty—countenances certain forms of inequality since
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In this paper I explore three recent proposals
far how contemporary developed capitalist soci-
eties might maove significancly toward maore egal-
itarian distributions of standards of living: large
stakeholder grants to be given to all citizens upon
reaching the age of majority; unconditional uni-
versal basic income; and a specific form of market
socialism based on a sustainably egalicarian distri-
bution of stock ownership. All of cthese proposals
attempt to be what might be termed “real utopi-
an models" {Wright 1994)—madels that address
questians of institutional coherence and worka-
bility, vet also embady genuinely emancipatary
values and visions. They differ in the specific
equality-inducing mechanisms they propose and
in the degree to which they threaten the larger
insticutional matrix of capitalism; but they all
take seriously the problem of how to advance
equality.

To set the stage for the elaboracion. of these
three institutional models, 1 firsc briefly review
the reasans why ane might believe that reducing
economic inequality is a desirable goal in the
first place. These are not necessarily the ratio-
nales held by the defenders of the three propas-
als we will examine, hut they are reasons that are
broadly supported by radical egalitarians. This
normative discussion is followed hy an even
briefer review of the central mechanisms within
capitalist economies that shape the actual distri-
hution of standards of living and generate the
patterns of inequality that we empirically
chserve. [ then examine the three proposals in
terms of how they counter these inequality-gen-
erating mechanistms in light of the normative
justifications for reducing inequality. The paper
concludes with a discussion of the problem of
political implementation. The three propasals
differ in what might termed their political
achievahility {in contrast to their insticutional

individual needs may vary in the amount of
resources needed for their satisfaccion. As the
“Equality of What!" debate in the 1980s and 1990s
has demanstrated, it is very tricky to nail down
precisely what the cantent of the egalitarian tdeal
is. {See Arneson 1989; Dworkin [981; Sen 1980.)
In any event, there is certainly much more con-
sensus among people who consider themselves rad-
ical egalitarians about the desirability of
dramatically reducing inequality in che ditection of
some notrmartively defined “minimum inequaliry”
than there is about the desirability—or even the
meaning—of complete equality.

feasibility). To many people, all three of them,
hut especially marker socialism, will seem like
political pie-in-the-sky fantasies rather than
realistic political projects. The question to
address at the end of the essay is why, despite
such skepticism about political implementabili-
ty, a serious exploracion of chese proposals is
valuable.

Narmative Foundations

There are five basic reasons why one might
desire institutions that would produce relatively
egalitarian distributions of standards of living:
First, relatively unequal distributions character-
istically generate more human suffering chan do
relatively equal distribucions. This need not log-
ically be the case: If because of incentive effects
high levels of income inequality generate high
enough rates of ecanomic growth, and if some of
the fruits of that growth reach the poor, then in
principle the poor might he hetter off under
more unequal distributions. This is the reason-
ing behind “trickle down" claims of neoliberal
economics—give the rich more money and the
paoor will ultimately be better off. [n a more sober
vetn it is the underlying rationale for John
Rawls’s philosophical justification for inequality
under the maximin “difference principle™
inequalities are justified to the extent that they
maximize the welfare of the worst off.?
Nevertheless, since reductions in inequality gen-
erally also reduce the suffering of peaple at the
battoem of the income distribution, one of the
reasons to prefer relatively equal distributions is
a general desire to minimize such suffering.®

Second, unequal distributions of wealth and
income in the present generation characteristi-
cally generate inequalities in apportunities for
future generations. Within a variety of norma-
tive traditions, inequalities in oppartunities for
which one is not responsihle (i.e., that are not

? "Maximin" refers ta the abjective of maximizing
the minimum welfare. It is o be contrasted, for
example, with utilitarian goals of maximizing tatal
welfare, or strict egalitarianism, which insists of
equal outcames for all.

3 There is also some good evidence that inequality
itself generates human suffering quite apart from its
association with poverty as such. For example,
some recent epidemiological researeh by Lynch,
Kaplan, and Parmuk {1998} has demonstrated that
mortality rates vary systematically with measures of
income inequality, even after controlling for the
level of paverty.
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the result of one’s own choices and actions) vio-
late principles of justice. Since large disparities
in standards of living will tend to generate large
disparities in real opportunities far children, and
since children do not choase their parents,
reductions in inequality amaong parents are desir-
able in terms of oppartunicy-based principles of
social justice.

Third, inequalities in income and wealth
generate inequalicies in what Philippe Van
Parijs (1995} has called “real freedom.”
Particularly when wealth is unequally distrib-
uted to the extent that some peaple can live off
returns ta capital investments, such people have
much greater freedam and autonomy than those
who must enter the labor market to obtain sub-
sistence. This issue is distinet from the first two:
Inequalities may not generate abject poverty,
and the inequalities in opportunities for children
could be quite muted, yer there could be large
differences in people’s real freedom because of
inequalities in the distribution of wealth.

Fourth, large inequalities of wealth and
income are likely to undermine demacracy
{equality of political power and influence} hy
giving some people much greater resources than
others o influence political processes. This can
take many forms, from the direct role that mon-
ey plays in electoral politics, to more indirect
ways in which cancentrations of wealth create
structural farms of power {for example, via the
constraints on democratic decisions imposed by
the fear of disinvestment and capital flight). To
the extent that money can be wanslated into
palitical power through various mechanisms,
political equality is weakened by economic
inequality, Thus, even if one does nat feel that
economic inequality per se is likely to violate
principles of social justice, one might still
appose a high level of inequality on the grounds
that it weakens democracy.

Finally, income inequality may he ohjection-
able partly because it fractures community, gen-
erates envy and resentment, and makes sacial
solidarity mare precarious. This is an especially
salient issue to people in the communitarian cra-
dition of social thought. But the issue has a
broader relevance even to people not especially
sympathetic to the overall communitarian per-
spective, because social solidarity is valuable for
many aspects of the good society—personal
security, mutual respect, the provision of public
goods, and the like.

These five rationales in support of greater
economic equality have different weight for dif-
ferent traditions of social thought and their
palitical expressions. The argument for reducing
suffering is the mast salient in the sacialist cradi-
tion; equal opportunity for children is the maost
relevant for liberals; equality of real freedom is
salient for both socialists and liberals; the argu-
ment for political equality is the most salient for
radical democrats; and the argument for social
solidarity the most salient for communitarians.
Still, for most people whe see ecanomic equali-
ty as a virtue, all of these considerations would
have some weight.

Nane of these rationales for reducing
inequalities in the material conditions of life
inherently implies a practical political project of
absolute equality, The anti-suffering rationale
supports further reductions of inequality only
insofar as thase reductions do not make the
poarest mernbers of a saciety worse off. The
equal-opportunity rationale supports further
reducrion of inequality only ta the extent that
these enhance opportunities for those wich the
least opportunity. “Real freedom for all” does
not imply a level of redistribution that effective-
ly reduces everyone's real freedom. Radical
democrats would not abject to levels of inequal-
ity chat could not be translated into inequalities
of palitical influence. And communitarians
would not abject to inequalities that were con-
sistent with civility, reciprocity, and solidaricy.
Each case, therefore, has empirical rather chan
purely normarive considerations for how much
inequality is morally tolerable.

These empirical cansiderations enormously
complicate the questions of institutional design,
particularly since most egalitarians helieve in
more than one of these racionales for reducing
inequality and the empirical constraints may he
quite different for different goals. Thus, for
example, the level of material inequality with
respect to the value of minimizing suffering may
be different from the level required for demacra-
tic equality, and bath of these may differ fram
the level that is optimal for social solidarity. [t is
almast certainly impossible thac there exists any
institutional design that waould effectively maxi-
mize all of these objectives simultaneously. The
canstruction of real institutians, therefore, will
always confront messy—and perhaps normative-
ly painful—tradeoffs, where different goals must
be balanced against one another rather than any
one having absolute priority aver the others. [n
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evaluating alternative propasals for reducing
inequality, therefore, aone must consider how
they balance these various normative ohjectives.

Mechanisms of Income Acquisition in
Capitalist Saciety

In capitalist societies, people acquire income
in five basic wayst through lahor markets;
through returns on capital assets of various sorts;
through transfers from interpersanal networks;
through the income gained by selling the prod-
ucts of their own labor; and through transfers
from the state. The total level of inequality in
standards of living in a society is a function of
(a) the degree of inequality generated by each of
these mechanisms, and (b) the ways in which
inequalities generated by one mechanism coun-
teract ar reinforee inequalities generated by oth-
er mechanisms.’

The first two of these mechanisms generate
constderable inequality, which tends to he
mutually reinforcing. Thus, in all developed cap-
italist societies a considerable amount of
inequality is generated by labor markets. These
inequaliries will tend ta reinforce inequalities in
returns to capital assets, since high earners in
labhor markets are likely to capitalize a significant
part of their discretionary income.

The cthird income-acquisition mechanism—
transfers along interpersonal networks—takes
two prineipal forms: intergenerational cransfers,
especially from older to younger generations,
and transfers within families between spouses,
The first of these will tend to reinforce inequal-
ities generated by labor markets and capical
tnvestments. While it does happen that rich par-
ents transfer wealth o children with low-labor
market earnings capacity, on average intergener-
ational transfers reinfarce inequalities already
present in the receiving generation. Income
transfers hetween spouses within househalds
reduce inequality in actual standards of living

' There are, of course, additional ways people
acquire income, and even more broadly, acquire
their standard of living. For example, theft is a way
of aequiring income, and subsistence production is
a way of acquiring 3 standaed of living,

5 The extent to which one of the mechanisms may
counteract the effects af another is itself a function
aof two things: the extent to which the patterns of
inequalities generated by one mechanism corre-
spond to or deviate from che patterns of the other;
and the relative weight of the relevant mechanism
in the overall process of income determination.

between men and women (i.e., the inequality
between a husband’s and wife's earnings is
greater than the inequality of their standards of
living if there is even partial income pooling
within househaolds). Such transfers, however,
may have little effect on the overall level of
inequality across individuals, since there is a
positive carrelation between the earnings of hus-
bands and wives.*

The remaining two income-generating
mechanisms probably, in general, tend ta reduce
averall inequalities in standards of living. Mast
people who receive income fram the sale of the
praducts of their own labor—farmers, writers,
artisans, shopkeepers—will nat typically ohtain
large intergenerational transfers, large returns on
capital investments, or high labor market earn-
ings. While there may be a fair amount of
inequality within chis category, it is nat likely to
powerfully reinforce inequalities generated by
the first three mechanisms.

The most important income-generating
mechanism for potencially counteracting the
inegalitarian effects of markets and inheritance
is undoubtedly government transfers and tax sys-
tems. These counteracting effects can come
from both the taxation side and the spending
side of the pracess. To the extent there is pro-
gressive taxation on lahor matket earnings, then
quite apart from the uses to which chaose taxes
are put, post-tax earnings distributions tend to
be more egalitarian than pre-tax distributians.
Even for taxation on capital gains and inheri-
tances—neither of which is highly progressive—
the post-tax distribution of income generated by
these mechanisms still is less inegalitarian than
the pre-tax distribution. (since mast people pay
zero tax on zeto income from these sources).

In existing capitalist societies, the most deci-
sive mechanism for potentially counteracting
the inegalitarian effects of ather income-gener-
ating mechanisms lies in various kinds of gov-
ernment spending and regulatory policies.
Government transfers need not, of course,
enhance equality. In the United States ane aof
the mast massive government transfers takes the
form of housing subsidies via income tax deduc-
tions for mortgage interest payments. Since
these transfers are much bigger for wealthy peo-
ple than for pacr peaple—hoth because of larger

¢ That is, on average the earnings of wives of high-
earning men will likely be higher than the earnings
of wives of low-earning men.
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martgages and because the deductions apply to
higher marginal tax rates~—the post-transfer dis-
tribution of income in this case is much mare
unequal than the pre-transfer discribucion.
Similarly, government subsidies to university
tuition are a moderately regressive form of redis-
tribution, benefiting the middle class much
mare than the poor.”

Nevertheless, within capitalist societies,
government rransfers of one sort or another
constitute the major device by which market-
generated inequalities are counteracted, how-
ever modestly. Wich some notable exceptions,
such programs have tended to be means-tested
and targeted, rather than fully universal.* That
is, they identify some category of peaple in need
of nonmarket income support—poor children,
the unemployed, the poor wha are also disabled,
and the like—and then direct resources to peo-
ple in this category. [n same ways such a target-
ed, means-tested approach seems atrractive.
After all, in principle, it is passible to get “more
hang for the buck” if the funds availahle for
redistributive purposes were directed exclusively
toward the relevant groups of people. In prac-
tice, as many have noted, there are serious
potential disadvantages to means-tested pro-
grams: They tend to stigmatize recipients; the
amount of funds available for redistribution
tends to be reduced, since the political coalition
that benefits from redistribution is restricted;

* If one includes all government spending wich dis-
ributional consequences—ineluding hausing sub-
sidies through mortgage tax deductions and
edueation subsidies in public universities {in the
farm of tuitions that cover a small fraction of edu-
cation costs)—then the net effect of all govern-
ment programs in the United States today may
anly minimally, if at all, counteract the inegalitar-
ian mechanisms of the labor and capital marker. [t
is, of course, extremely difficult ta estimate the
counterfactual distribution of income in the
absence of curtent government transfers and tax
policies, since eliminating such transfers would
have substantial unknown dynamic effects on the
hehavior of individuals.

¢ Exceptions to means-tested, targeted forms of
redisttibution include universal child allowances,
universal medical care, and universal minimum
ald-age pensions in some countries. One mighe
argue that universal free public education is also a
special kind of in-kind universal redistribution pro-
gram. Many transfer programs combine universal
and means-tested properties. The United Stares
social security pensions would be an example.

and they tend to reinforce minimalist normative
grounds for egalitarian policies. For these rea-
sons, radical egalitarians have generally pre-
ferred universal, non-means-tested programs of
various sorts, In effect, while statically means-
testing seems like a good way to maximize
resources going to the neediest segment of the
population, dynamically, means-testing reduces
the amount available for redistribution.

The three “real utopian™ proposals we will
review ate all fully universal. They each attempt
to realize at leasc some of the notmative objec-
tives discussed earlier by using state power to
alter the distribution of economic resources gen-
erated by markets and interpersonal transfers.
Where they differ is in the kind of rescurces they
redistribute and the mechanisms they establish
ta accarmnplish that redistribution.

Three Propaosals

1. Stakeholder Capitatism

The Mechanism. Bruce Ackermann and
Susan Alstott (1999) have proposed a redistrib-
utive strategy which they dub “The Strakehglder
Saciety.” The basic device is very simple: Upan
reaching the age of 21, every citizen is given a
lump-sum grant—a “stake”—of $80,000 to use
in whatever way chey see fit. The same level of
grant is given to rich and poor alike. The stake
is generally unconditional on. “meric” or other
forms of social conwibucion, although
Ackerman and Alstote feel thac it would be
appropriate ta deny ar reduce the grant to pea-
ple convicted of felanies after age 18 but before
the age of receipt of the stake. People could get
access to their stake before age 21 to cover
cuition and ather expenses associated with high-
er education, but after age 21 no restrictions
whartsoever would be placed on the use of the
grant. [t could be blown in a weekend in Las
Vegas, invested in safe mutual funds, or used to
purchase a house ®

* Ackerman and Alstott discuss additional details
at length: the problem of how to phase in che pro-
gram, since peaple aged 22 at the time the program
begins would not be eligible far a grant; the prob-
lem of noncitizen resident aliens; the possihility of
having the lump sum given in smaller increments
aver several years—say $20,000/year over four
years. While such details are, of course, important
for any practical implementation of the idea, they
are not central to the idea itself.
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A variety of mechanists could he imagined
for funding the stake. Ackerman and Alstorte
prapose twa revenue sources: a 2 percent wealth
tax, and a stake-hased estate tax in which, before
anyone can inherit from an estate, the stake
($80,000 compoaunded at some interest rate over
the adult life of the person} would be paid back
to the society. Initially, the entire cost of creat-
ing stakes would come from the wealth tax; grad-
ually over time, the stake estate rax would rake
aver. If most people used their stakes to enhance
their lifetime wealth, then the lateer could even-
tually replace the wealth rax completely; if most
people used their stakes for fancy cars, then the
wealth rax would remain impartant. Ackerman
and Alstotr estimate the cast of the program,
and while substantial, it is certainly within the
fiscal capacity of the American economy.

Rationale. The stakeholder model addresses
one important source of inequality of opportuni-
ty: the fact that young adules have different lev-
els of family resources on which ta draw in
launching their life plans. Specifically, the
$80,000 stake reduces the inequality of opportu-
nity that individuals face in entering several dif-
ferent markets within which. personal assets play
an. important role: education markets, housing
markets, investment markets, and credit mar-
kets.

Without a sizeable stake, the opportunities
peaple face in getting tertiary education depends
significantly on parental assets, since children of
wealthy parents can becter afford tuition and the
earnings foregone while they are attending
school. Programs such as student loans for low-
income students only partially counteract such
inequalities of apportunity, since the debe bur-
den of such loans is a significant obstacle, par-
ticularly given uncercainties abaut the economic
payoff of higher education and the risk of nan-
completion of a degree program.’ The $80,000

¥ There are, of caurse, other ways of neutralizing the
advantages of childeen from affluenc families in
education markets. One ptopasal is simply to make
all higher education free and provide all students
with a living stipend (perhaps time-[imired} while
atcending school. To avaid the injustice of simply
making a massive transfer from people who da not
get higher education o those who do—which
overall would be a regressive redistribution—peo-
ple whao receive the free tuition and living stipend
would be subject to a progressive “graduace surrax
on their future earnings if those earnings exceed

stake would significantly reduce this differential
advantage. The stake would also directly reduce
inequalities in apportunity within housing mar-
kets by providing down payments and funds to
reduce the size of martgage loans co a leve] com-
patible with relatively modest earnings. More
hroadly in credit markets, the stake provides a
source collateral for Joans that could be used wa
start small businesses. Finally, the stake provides
funds directly to people without any family-
derived assets that can be used to enter invest-
ment markets. The stakeholder madel,
therefore, would contribute to greater egalitari-
anism for each of the market-based mechanisms
of inequality: It would reduce inequality in labor
markets by making higher education more acces-
sible; it would reduce inequality in returns to
capital assets by giving everyone the potential to
invest in capital markecs; it would counter
inequalities in income from kin networks by giv-
ing everyone access to resources craditionally
available only through such cies; and it would
reduce inequalities in self-emplayed income by
increasing the opporaunicy for people without
ather assets to become self-employed.

As a way of advancing egalitarian values
around equality of apportunity, the universal
stakeholder grant scheme has several virtues. It
requires minimal government regulation and
maonitoring, so it does not face arduous—and
costly—information conditions. [t affirms the
value of personal responsihility and accountahil-
ity and avoids the paternalism thac cypically
accompanies more targeted transfers. It helps
solve certain market failures which reduce over-
all economic efficiency—natably market failures
in credic markets." And the stakeholder grants

median earnings. This would eliminate the problem
of risk-avetsion to the deht-burden of scudent loans
since the repayment of the subsidy—the graduate
surtax—kicks in only when actual future earnings
reach a certain level. The surtax would stay in
place until the part of the initial geant that consti-
tutes a redistributive subsidy was repaid (pethaps
with some ineerest). A proposal zlong chese lines
has recently been introduced by the Bricish Labour
Party. For a discussion, see National Committee
for Inquiry inco Higher Educacion {1997, Chapter
20},

" Credit rationing an the basis of collateral repre-
senes a tnarker failure, since many petfeccly wordh-
while, credit-warthy projects are denied credit
because the lender cannac solve the information
problermn about the horrower’s reltabilicy.
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deal direetly with an aspect of the inequalities
generated in capitalism thac is particularly
abjectionable within the moral compass of capi-
talism itself: the face that through no fault of
their own, many people are denied access to
assets that significantly determine their life
chances within markets. Even many conserva-
tive defenders of the moral and practical virtues
af capitalism are likely to recognize chat this is a
source of injustice and thus be sympathetic to
stakeholder grants as an appropriate remedy.

Problems. Of the three proposals examined.in
the essay, the stakeholder grant structure poses
the fewest problems of technical feasihilicy;
there is little doube thac it can be implemented
practically and sustained economically. The
main issue, then, is the extent to which it would
accomplish the multiple goals of an egalitarian
agenda. The stakeholder grant proposal is attrac-
tive to people who hasically endorse capitalism
and want to interfere as little as possible wich
the sanctity of praperty rights and the efficiency
of markets. But hoiv effective is it likely ta be
with respect to the broader egalitarian norma-
tive agenda laid out at the beginning of this
essay!

Firse, it is inevitable that as a lump-sum grant
ta young adults, in a significant proportion of
cases the resource will be dissipated rapidly—
either squandered in shott-run consumption, or
lost in unsuccessful investments. Whether or
not one feels that the individuals involved are
morally responsihle for such dissipation, in terms
of the lifetime reduction in suffering, by itself
the stakehalder grant may thus have only mod-
est effects. In situations where such stakeholder
grants were dissipated, they would do nothing to
alleviate the poverty of children.

Second, it is far from clear that eliminating
obstacles to tertiary education through stake-
holder grants would dramatically reduce the
inequalities in labor markets. The United States
already has a higher proportion of its population
receiving tertiary education than almost any
ather country, yet has the highest levels of labor
market inequalities among the developed
econamies.

Third, as a redistributive mechanism, scake-
holder grants reinforce a highly individualise
capitalist ethos in which individuals are held
responsible far their own fate and there are no
hinding moral cbligations on communities to
take care of its members. If ane believes that
scrongly egalitarian values are sustainable only

where norms of mutual caring and solidarity are
scrong, then a system of stakeholder grants
mighe, in the long run, erade the cultural condi-
tions needed to maintain popular suppore for the
grants themselves.

Finally, stakehalder rediscributions would do
almost nothing to reduce the kinds of inequali-
ties that subvert democracy. Large concentra-
tions of wealth would remain intact, and private
capital mohility would continue to constrain
democratic pawer. As part of a larger package of
epalitarian measures, stakeholder granes could
cantribute to the egalitarian normative project
by providing significant financial assets to young
peaple wha otherwise would have no access to
such assets; but it is unlikely thac, by itself, this
wauld dramatically reduce the overall problem
of inequalicy.

2. Universal Unconditional Basic Income
Grarnts

The Mechanism. The idea of unconditional
basic income has a long pedigree, but has recent-
ly been revived, particularly in European discus-
sions {(Van der Veen and Van Parijs 1986; Purdy
1994; Van Parijs 1992; Standing 1999). The
proposal has come under a variety of names: uni-
versal hasic incame; demogrant; citizen divi-
dend. While the details may vary, the basic idea
is quite simple: Every citizen receives a monthly
living stipend sufficient to live at a culwurally
defined respectable standard of living, say 125
percent of the “poverty line.” The grant is
unconditional an the performance af any labor ar
ather form of contribution, and it is universal—
everyone teceives the grant as a matter of citi-
zenship right. Grants go ta individuals, not
families. Parents are the custodians of minarity
children’s grans.

With universal hasic income in place, most
other redistributive transfers are eliminared—
general welfare, family allowances, une-
mployment  insurance, tax-based old-age
pensions—since the basic income grant is
sufficient to provide everyone a decent subsis-
tence.”? This means that in welfare systems that
already provide generous antipoverty income

" Other kinds of universalistic programs—like public
educarion and health care—wauld continue along-
side universal hasic income. The propasals for hasic
income da nat claim that {c would replace all forms
of state subsidized consumption, only income redis-
tribucive programs.
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support through a patchwork of specialized pro-
grams, the net increase in costs represented by
universal unconditional basic income would not
be extraordinary, particularly since administra-
tive overhead costs would be so reduced {since a
universal hasic income system does not require
significant information gathering and close
monitoring of recipients’ behaviar). Special
needs subsidies of various sorts would contin-
ue—for example, for people with disabilities—
but they are likely to be smaller than under
current arrangemencs. Minimum wage rules
would be relaxed ar eliminated: There would be
little need ta legally prohibit below-subsistence
wages if all earnings, in effect, generated discre-
tionary income.

Rationale. Universal hasic incame has several
very attractive features from the poinc of view of
radical egalitarianism.” First, it significancly
reduces one of the central coercive aspects of
capitalism, When Marx analyzed the “prolecari-
anization of labor," he emphasized che “double
separation” of “free wapge lahor”: Workers were
separated from the means of production, and
thus were separated from the means of subsis-
tence. The conjoining of these two separacions
is what forced workers to sell their labor power
to obtain subsistence. In this sense, prole-
tarianized labor is fundamentally unfree.
Unconditional, universal basic income hreaks
this idencity of separations: Waorkers remain sep-
arated from the means of production (these are
still owned by capitalists), but they are no longer
separated from the means of subsistence {this is
provided through the redistributive basic
incame grant). The decision to wark for 2 wage,
therefore, becomes much more voluntary.
Capitalismn between consenting adults is much
less objectionable than capitalism between
emplayers and waorkers wha have little choice
but o work for wages. By increasing workers’
capacity to refuse employment, basic income
generates a much more egalitarian distribution
of real freedom than ordinary capicalism.

" Some egalitarians have objected to universal basic
income an the grounds that it constitutes a form. of
exploication of those wha produce by those wha
live entirely off of the grant. Defenders of universal
basic income argue that this is 2 misdescription of
the process by which a surplus is produced and dis-
tributed in a complex sociery. For a discussion of
this issue, see Elster (1986) and Widerquist {1999}.

Second, universal basic income is likely to
generate greater egalitarianism within labar
markets. If workers are more able to refuse
employment, wages far unpleasant wark are like-
ly to increase relative to wages for highly enjoy-
able work. The wage structure in labor markets,
therefore, will begin to reflect mare systemati-
cally the relacive disucilicy of different kinds of
labor rather than simply the relative scarcity of
different kinds of labor power. This, in turn, will
generate an incentive structure for employers to
seek technical innovations thac eliminate
unpleasant work. Technical change would
therefore have not just a lahor-saving hias, but a
labor-humanizing bias.

Third, universal basic income directly and
massively eliminates poverty without creating
the pathologies of means-tested antipoverty
transfers. There is no stigmacization, since every-
ane gets the grant. There is no well-defined
boundary between net beneficiaries and net can-
tributars, since many people and families will
move back and forth across this boundary over
time. Thus, it is less likely that stable majoricy
eoalitions against redistribution will form once
basic income has been in place for some length
af time. There are alsa no “poverty traps” caused
by threshold effects for eligibility for cransfers.
Everyone gets the transfers uncondicionally. If
you work and earn wages, the additional income
is taxed, of course; but the tax rate is progressive,
so there is no disincentive for a persan to enter
the labor market to acquire discretionary
ncome,

Fourth, universal basic income is one way of
valorizing a range of decommadified care-giving
activities that are badly provided by markets,
particularly care-giving labor within families,
bur also within broader communities. While
universal income would not, by itself, transform
the gendered character of such labor, it would
counteract the inegalitarian consequences of the
fact that such unpaid labor characteristically is
performed by women. [n effect, universal basic
income could be eonsidered an indirect mecha-
nism for achieving the “wages for housework”
propasals by some feminists: recognizing that
eare-giving work is socially valuable and produc-
tive and deserving of financial suppore.'t

“  The net effects of universal hasic income on gen-
der inequality are ambiguous. On ene hand, the
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The effects of hasic income on democracy
and community are less clear, but to the extent
that basic income facilitates the expansion of
unpaid, voluntary activity of all sorcs, this could
enhance demaocratic participation and solidarity
within communities. It would do lictle, however,
to counter the large concentrations of wealth
that distore egalitarian principles of democratic
governance.

Problems. Unlike stakeholder granes, univer-
sal basic income grants raise significant ques-
tions about practical feasibility. Two issues
typically are raised by skeptics: the problem of
tabor supply, and the problem of capital flight.

A universal basic income is feasible anly if a
sufficient number of peaple continue to work for
wages with sufficient effort to generate the pro-
duction and taxes needed to fund che universal
grant. If too many people are happy to live just
an the grant (either because they lang to be
couch. potatoes and or simply because they have
a strong preference for non-income-generating
activities over discretianary income) or if the
necessary marginal tax rares were so high as o
seriously dampen incentives ta work, then the
whole system would collapse. Let us define a
“sustainable basic income grant” as a level of the
grant that, if it were instituted, would generate a
sufficient labor supply to provide the necessary
taxes for the grant. The highest level of such
grants, therefare, could be called the “maximal-
ly sustainahle basic income grant.” The empiri-
cal question, then, is whether this maximally
sustainable level is high enough ta pravide far
the virtuous effects listed above. If the maximal-
ly sustainable grant was 23 percent af the pover-
ty line, for example, then it would hardly render
paid labor a noncoercive, voluntary act, and
probably not teduce poverty dramatically.®® If,

grants go to individuals, not households, and this
reduces inequality between men and women. The
grants also provide incame for unpaid caregivers,
and this too will disproportionately benefic
women. On the ather hand, universal basic
income could reinforce the gendered division of
[abor within care giving, making it harder for
woinen to resist pressures to assuine full responsi-
hility for such activicies.

" Ewven a miserly grant might have positive
antipoverty effects by constituting a kind of wage
subsidy to the low end of the [abar market. Such a
grant would function something like the earned
income tax credit cutrently in place in the United
States, or like a modest negative income rax, as
proposed in the early 1970s.

an the other hand, the maximally sustainahle
grant was 130 percent of the poverty level, then
a universal basic incame would advance che
egalitarian normacive agenda significantly.
Whether or not this would in fact happen is, of
course, a difficult empirical question to study
and depends upon the distribution of work pref-
erences and productivity in an economy.”
Apart from the labor supply problem, univer-
sal basic income is also vulnerable to the prab-
lem of capital flight. If a high universal basic
income grant significantly increases the bargain-
ing power labor, and if capital bears a significant
part of the tax burden for funding the grant, and
if vght labor markets dramatically drive up
wages and thus costs of production without com-
mensurate rises in productivity, then a unjversal
basic income could well precipitate significant
disinvestmenc and capical flight. It is for this rea-
son. that socialists have wraditionally argued that
a real deproletarianization labor power is impos-
sible within capitalism—that the necessary con-
dition for sustainable high-level universal basic
income ts significanc political constraints over
capital, especially over the flow of investments.”?
The third proposal attempts to accomplish this.

3. Market Socialism as Universalized
Egalitarian Share Qunership

The Mechanism. The term socialism has been
the traditional rubric for a variety of proposals in
which the state plays a central role in arganizing
economic activity for egalitarian {and other)
ahjectives. In its Marxist variant, this has gener-
ally been taken to tmply centralized state owner-
ship of the principal means of production. The
idea of “marker socialism” has thus often been
viewed as a kind of oxymoron: Either one takes
markets seriously, which implies highly decen-
tralized forms of decision making, or one takes
sacialism seriously, which implies some form of
centralized coordinated, social ownership and
contral.

Yo It is very difficult to make credible estimates aof
these effects because they are likely to involve sig-
nificant nonlinearities and dynamie interactions.
It is thus very difficult to extrapolate from the
effects of existing earnings subsidy programs o
generous basic income granes, or even from low-
level grants to high level granes.

" See Wright (1994: Chapeet 7) for an extended dis-
cussion of the requirement for socialist institutions
as a context for sustainable universal hasic income.
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Recently John Roemer (1994, 1996) has pro-
posed a madel of market socialism chat affirms
the values of both terms. By socialism Roemer
means a society within which capiralisc exploita-
tian has been eliminated and ownership of the
means of production is held equally by all citi-
zens. Because sacialism is not defined by the spe-
cific institutional form within which equal
ownership is accomplished, state ownership
hecomes only one of a variety of passible forms
of sacialism. In concrast o the traditional statist
socialist model, Roemer propases 2 mechanism
for distributing ownership equally which relies
on a stock market and decentralized decisian
making rather than centralized bureaucratic
administration.

Imagine an economy with twao kinds of mon-
ey that we will call “dollars" and “coupons.”
Dollars are used tao purchase commodities,
whether for purposes of consumption or produc-
tion. Coupons are used in only one kind of mar-
ket: the market for shares of corporations. Shates
are therefore denominated in coupons rather
than dollars. Dollars cannot be used to buy
shares, and dollars and coupons cannot be trad-
ed. Coupons also cannot be given as gifts (this is,
in effect, selling them at zero price in dollars).
Everyone, upon becoming an adult, is given 2
number of coupons equal ta his or her per capi-
ta portion of the total coupon-value of the
shares in the economy. With these coupons,
peaple purchase shares in corporations, either by
investing directly in the stack market or by del-
egating some intermediary—eall it a mutual
fund—te manage their coupon investments on
their behalf. The ownership of shares, then,
gives people the usual rights of share owning in
a capitalist economy—a right to a flaw divi-
dends (which are in dollars and thus can he used
ta putchase consumption goods) and a right to
vote on corporate policies. At death, all of one’s
coupons revert to the comman pool, to be redis-
tributed to the next generation. There is no
inheritance of coupons.

In only one cireumstance can coupans be
exchanged for dollars: Carporations, when they
issue new shares and sell them on the stock mar-
ket for coupans, take these coupons ta the cen-
tral bank and exchange the coupons for dollars,
thus acquiring the commadity-money they need
for new capital investments. The Central Bank
determines the exchange rate between coupons
and dollars. This becomes a pivaral policy tool
for economic planning, by regulating rates of

investment. Different rates of exchange could be
specified for different sectors if, far public policy
reasons, investments in same sectors were ta he
encouraged over others."

Most people, being risk-averse, will invest in
murual funds with relatively balanced portfolios,
bug some will invest directly in the stock market.
Over the course of a lifetime, therefore, some
people will became relatively coupan-rich and
athers coupon-poor. Nevertheless, inequalities
in coupon wealth will be fairly muted because no

intergenerational transfers are allowed, and

because the dollar-poar cannot act on the temp-
tation. te liquidare their coupon holdings for
cash. The propesal thus differs significantly from
the coupon distribution schemes ta privatize for-
mer state socialist economies, in which there
were no constraings an the right of people to sell
their coupons; thus very quickly most peaple
ended up with no shares and some with high
concentracions.

The state plays an absclutely central role in
this model, even though the state does not own
the means of production. The state is necessary
o enforce the “missing market” {to prevent the
exchange of coupans for dollars}, to organize the
continual redistribution of coupons to each new
generation, and to govern the exchange rate of
corporate-owned coupons for dollars through
the central bank. These interventions are essen-
tial to reproducing the egalitarian qualicy of the
model and allocating capital efficiently, but they
all involve articularing state activity to market
mechanisms rather than supplanting markets by
the state.

Rationale. Market socialism as modeled by
Roemer has two fundamental rationales. First,
coupon-based market socialism directly elimi-
nates one of the central sources of inequality in

% A full elaborarion of 2 madel of coupon-based mar-
ket sacialism would require a range of addicional
institucianal details. For example, there needs to
be some mechanism for dealing with stall shops
and firms that would remain privately owned, and
some mechanisin for converting privace venrure
capital start-up firms into coupon-share corpara-
tions. There would also need to be an elaboration
af how the haoking system would work, since pea-
pie with high lahor market earnings would presumi-
ably save part of their income in banks and banks
would make loans to firms, The banking systerm
thus could become a backdoor mechanism for
unequal claims on corparate profits via interese
rates an loans linked to savings assets.
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capitalism, because inequalities in incomes
derived from inequalities in investments would
be greatly atrenuared.”® While chis would leave
unaltered inequalities in earnings, there would
no longer he a strong tendency for inequalities
in labor market eamings to be reinforced by
inequalities in unearned income from invest-
ments. Furthermore, market socialism elimi-
nates this source of inequalicy without creating
intolerable informatton and monitoring burdens
on a3 centralized, coordinating authority, as in
stace socialism.

The second principal rationale centers on
democracy. By eliminating high concentrations
of wealth, markert sacialism enhances democrac-
ic equality in two ways. First, and mast abvious-
ly, high concentrations of capitalist wealth
constitute a resoutce that can be deployed polit-
ically. Second, and perhaps less obviously, dis-
persing share awnership so widely in the general
population should make it much easier to bal-
ance priorities that people have as equal ¢itizens
in a polity with priorities they have as owners of
means of production. In a conventional capital-
ist economy, democratic decision making is
highly constrained by the problems of capital
flight and disinvestmment when public policy
measures have adverse effects on private capital-
ist interests. Market socialism would not com-
pletely eliminate economic constraints on
democracy, at least not if competition on a glob-
al scale remains a feature of market economies.
Buc it would reduce the pressures, because there
would be such a close carrespondence between
the distribution aof political vates and “owner-
ship” votes.”

# In a Marxian framework this alsa implies che elimi-
nation of mast forms of capitalist exploitation,
since capitalisc exploitation rests on the exclusion
of ditect producers from ownership of the means of
production.

® Roemer suggests that there is a third mechanism by
which coupon-based market socialism would
enhance demaocracy. For an important range of
public policies designed ta reduce “public hads"
{the appaosite of “public goods”) like pollution,
concentrations of ownership create accors with
bath a cancentrated interest in producing the pub-
lic bad and a concencrated capacicy ro aet on thac
interest. A wealthy owner of a polluting industry
has an interest in and capacity for using that
wealth as a palicical invescment o block anti-pal-
lution policies. Coupon market socialism, there-

This scheme can be considered a variety of
“market socialism"—rather than simply a pecu-
liar variety of capitalism—for two principal rea-
sons. First, the state has a relatively high
capacity for planning, albeit planning that works
through market mechanisms. Demaocratically
determined priorities for directions of econamie
development would thus have much greater play
in coupon-based market socialism than in capi-
talist. Second, the exclusion of direct producers
from ownership of the means of production—a
central feature of capitalist class structures—has
been largely overcome.

Problems. Like universal basic income,
coupan-based market socialism faces many
potential problems of unanticipated incentive
effects. How will risk-taking around innovations
be managed? How will principalfagent problems
between stackholders and cormporate managers
be solved, given the extremely high levels of dif-
fusion of ownership? To contend with such
problems, coupon-based market socialism will
need to develop an elaborate array of institu-
tional devices for the system to function well.

More complex practical problems of institu-
tional design arise here than in the other two
proposals. Stakeholder grants require a very sim-
ple apparatus far adminiscration. The only feasi-
hility issue really centers an costs that, in a rich
country, are unlikely to be economically prob-
lematic for the tax system. Universal basic
incame poses more problems of feasibility, since
it entails incentive effects that might ultimarely
make a satisfactory basic income unsustainahle.
Still, the basic institutional structure required
for its administration remains simple. In con-
trast, coupon-based market socialism would
requite a sophisticated and complex institution-
al structure, with the porential for many unin-
tended consequences, incentive failures,
principalfagent problems, and so on. To give just
ane example, as people age they will want to
shift their coupon-based investments from
shares in firms wich strong growth potential to
firms chat pay out high dividends. This creaces
the potential for some firms to become “cash
cows,” where peaple invest their coupons in the
firm in exchange for such high-dividend payouts
that the firms drain their assets until the coupon
value of the shares draps to zero. In effect, this
would amount to an indirect device by which

fore, should increase democratic capacity to reduce
these kinds of public hads.
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people would be able to exchange their coupons
for dallars, in violation of the basic logic of the
model. Preventing this would require complex
regulations and apparatuses for monitoring firm
behavior. The administrative structure of
caupon-based markert soctalism may carry many
fewer burdens than was required of classical cen-
tralized state socialism, but nevertheless
involves considerable complexity. Because of
such complexity, it is hard to anticipate what
the broader ramifications and unintended canse-
quences of these arrangements might he.

Conclusion

There is no reason to tegard these three pro-
posals as competitors. Each deals with different
dimensions of cthe inequality-generating process
in capitalist societies, and in many ways their
design features complement rather chan cantra-
dict one another. Srakeholder grants counterace
a specific feature of inequality generated by
intergenerational netwarks of resource transfers
and market failures within credit markets, con-
ferring significant, liquid assets to people who
could not ohtain such assets through these net-
warks. But withouc universal basic income, for
many people such a grant will only temporarily
have a significant impact on lifetime inequality.
Universal basic income counteracts the inequal-
ities generated by lahor markets and property
awnership by giving everyone a guaranteed flow
of subsistence. [t provides a guaranteed decent
living standard for children without creating the
pathologies of poverty traps and work disincen-
tives characteristic of means-tested antipoverty
programs. But without something like coupon-
socialism, the threac of capital disinvestment
and capital flight might rescrict the sustainahle
level of basic income ta a below-subsistence lev-
el. Coupan-based market socialism counteracts
concentrations of wealth in capital assets by giv-
ing everyone near equal ownership of social pro-
duccion. Butc withour basic income and
stakeholder grancs, this will nar eliminate pover-
ty, large inequalities in [abor markets or inequal-
ities of opportunity in credit markets. A fully
articulated “real utopian” design for achieving
radical egalitarianism would need to combine
aspects of each of these models.

While these three madels, taken singly or as
a package, may be normatively desirable, and
while their respective designs may be institu-
tionally feasible—in the minimal sense of not
relying on a perfectionist view of human moti-
vations ner confatning any fatal erganizational

contradictions that cannot he resolved with
appropriate institutional tinkering—the ques-
tion scill remains whether or not they are
remotely pofiticatly feasible. Two issues are partic-
ularly impartant here: first, the problem of cre-
ating majority political coalitions that would
rally around chese models; and secand, the prob-
lem of viable intermediate reforms—partial real-
izarions of the madels—that could be instituted
as half-way measures, stepping stones toward
more radical versions in the future.

In these terms, coupon-hased market social-
ism is clearly more problematic than the ather
twa proposals. [t is quite easy to imagine how
majarity political coalitions within capitalist
demacracies could form around the propasals for
stakeholder grants or basic income. Indeed,
some FEuropean countries already have seen
some popular support for the basic income idea,
and it is not far-fecched ro imagine such coali-
tions succeeding at some point in the future.
While the stakeholder grant proposal is not on
the palitical agenda anywhere, there does not
seem to be any fundamental reason why it could
not become part of a pragmatic egalitarian pro-
gram of reform. There are no social forces on the
political horizon, in contrase, that back anything
like markert socialism.

Intermediary reforms are also easier to envi-
sion for stakeholder granes and basic income
than for coupon socialism. A parcial basic
income or modest stakeholder grant may not
have all of the virtugus properties of a full-blown,
program, but they might be easier to institute
and they could provide stepping stones to full-
blown implementations in the future. In classi-
cal socialism it was easy to tmagine “creeping
socialism™ in the farm of gradual increases in
state contral aver the economy, including par-
tial nationalization of the “commanding
heights” of banking and industry, Tt is much
harder to imagine what a viahle half-baked
coupon sacialism would look like. Perhaps union
pension funds or public sector pensions could be
used as a vehicle for increasing social concrol
over capital, and this in turn could create a con-
text for insticutional innovacions in the direc-
tion aof some sort of equal-ownership market
socialism. Buc this is all quite vague and lacks
the pivotal elements of the madel's care insticu-
tional design. In the end, therefore, while
coupon-hased market socialismn may he a “real
utopian” madel insofar as it specifies institution-
al mechanisms that, if implemented, would be
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sustainable and would advance the egalitarian
agends, it may lack che necessary political real-
ism to become the basis of a historically feasible
palicical projece.

One might well ask why radical egalitarians
in. the United States should hother thinking
about proposals that have at best problematic
political potential, such as basic income and
stakeholder grants, and at worst no prospects
whatsoever for becoming political realities, such
as market socialism? Four issues seem especially
relevant here.

First, one should be very skeptical about the
possibilities of predicting very well what sorts of
coalitions and reform packages are politically
feasible in the future, excepr perhaps for che very
near future, If one believes in a strong theary of
history such as propased in classical Marxism, in
which the demise of capitalism is seen as the
inexorahle result of its awn inrernal contradic-
tians, then perhaps it makes sense to think about
very lang-run political strategies of radical
change: If the future state of saciety is basically
predictable, then one can rationally formulate
long-term political projeces. If, on the other
hand, one is highly skeptical of such predictions
of the future, then there are simply too many
cantingencies and uncercainties to propaose plau-
sible scenarios of the Leninist “What is to be
done!” wvariety for radically transforming
Amterican institutions in an egalitatian direc-
tion. Whae will in fact be possible 50 years from
now is too contingent upon what are unpre-
dictable developments. Convincing claims of
political infeasibility, therefore, almast always
reflect a relatively short time horizon.

Second, reform tdeas that are insticutionally
coherent and functionally feasible are mare like-
ly to motivace coalition formation chan reforms
that are incoherent and funcrionally unwark-
able; so ic is worth worrying abaut such coher-
enceffeasibility conditions, even in the face of
ignorance about latent coalitions. One reasan to
articulate coherent visions and designs is to
change the probabilities for progressive coali-
tions to form in the future if the conditions
become ripe, even if one has no real strategy for
creating such conditions,

Third, it is also important to recognize that
unwatkable reforms have, from time to time,
constituted the basis for coalition formations. ln
the curtent period, ironically perhaps, neoliber-
alism is an example: A fully unregulated markec
with a purely nightwarchman state is an

unworkahle and unsustainable inscitutional
model, and yet has formed the programmatic
basis for relatively strang political coalitions.
Sometimes unrealistic reform proposals produce
realistic reforms as hy-products of the attempt.

Finally, it is valuable far democratic egalitar-
ians to have an expanded menu of institutional-
ly feasible models, since these serve
maotivational purpeoses and—even more impaot-
tant—become parts of discourses within which
pragmatic, creative problem solving can be
enriched. Even the least achievahle of the pro-
posals we have examined—Roemer's coupan-
sactaltsm—may enhance the pragmatics of
reformist discussion by suggescing how the pow-
er af corporations might be transformed chrough
reotganizations of property rights. Coupan
socialism may he unachievahle; but it may help
develop destgns for using pension funds ta
enhance democratic contrel aver corporatians.
Given the deep uncertainty ahout the furure,
keeping alive in our radical egalitarian imagina-
tion an atray of normatively attractive, coherent
proposals is of immense importance,
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The Welfare State in the Twenty-first Century”*

Ta write a prognasis for the American welfare
state that is not somewhat dystopian in the sec-
ond half of 1999 is a bracing rask. “Irrational
exuberance” continues to permeate the stock
markets, the labor market is as close o full
employment as it gets, and even low-wage wark-
ers have seen their earnings rise in recent years.
These gains have been built around the policy
troika of the so-called American model: manetary
stability, fiscal retrenchment, and a reduced rale
for gavernments in regulating the economy
(Lawrence 1997).

Economic fashion changes quickly. In che
past twa decades, Japan, Germany, and even
Sweden have variously been held up as the mod-
el of capitalism to emulate. For the moment,
however, the American madel appears to be win-
ning the popularicy cantests. Among European
palitical leaders, now mestly Social Democrats,
a pilgrimage ta the United States to see how itis
done has become de riguenr. The market, U.5.-
style, is on a roll reminiscent of the 1920s. Who
needs a welfare state when we have markets?

History suggests caution in writing cthe wel-
fare state's abituary, however. Since the six-
teenth-century Elizabethan Poar Laws were
enacted, welfare states of ane form or another
have existed. The mare realistic question is not
whether the United States will have a welfare
state in the future, but what form it will take and
what principles will guide it. What kinds of sub-
stantive policy changes are likely to be adapted
in areas like family support, health cate, or old
age security! And mare important, what sort of
larger paradigm will direct and coordinate che

*  We thank Géasta Esping-Andersen and che edirors
of Conterparary Sociolagy for helpful comments an
this paper.
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distribution of welfare functions among states,
markets, and families?

Our strategy for approaching this question
represents a compromise between realism and
utopianism. Utopia must have a yardstick, and
ours is Rawlsian: that any change to the status
quo should be of greatest advantage to the |east
well off {(Rawls 1983:154). We select a Rawlsian
standard for historical, not simply normative
philosaphical reasons. During the long pastwar
hoom from the 1950s to the 1970s, concerns
about equity, not equality, were paramount. A
rising tide was lifting all boats: The rich were
getting richer, buc the poor were getting richer
as well. The implicit benchmark for evaluating
outcomes was that of Paretg-esque improve-
ment—aone that makes some groups better off
withaut making anyane worse off. The dilemma
was how to create equality of opportunity (not
equality of aurcame) by eliminating barriers to
entry into the labor and housing markets
thraugh civil rights and ather forms of legisla-
tion (Quadagno 1994).

All this has changed in late twentieth-centu-
ry America. Slow economic growth and growing
wage polarization over the past quarter-century
have created a new challenge for American
democracy. The “underclass,” the “declining
middle,” and an expanding population of “work-
ing poor” are amang the symptoms of this devel-
opment. Under these new conditions, a
traditional Pareto benchmark for evaluating out-
comes lases its normative cutting edge. Instead,
a Rawlsian benchmark is required for any scrate-
gy to lay legitimate claim to political success
(Esping-Andersen 1999: 168). Equality of out-
come, as well as equity, now matters nat just far
normative reasons, but for pracrical political rea-
sans.





