42 REDESIGNING DISTRIBUTION

van der Veen, Robert J. and Van Parijs, Philippe et al. 1986. A Symposium on
‘A Capitalist Road to Communism,” special issue of Theory and Society
15 (5). (Spanish translation as a special issue of Zona Abierta, ‘(Madrid)
46—47, January—June 1988.)

van der Veen, Robert J. and Pels, Dick, eds. 1995. Het basisinkomen.
Sluitstuk van de verzorgingstaat? Amsterdam: Van Gennep.

Van Parijs, Philippe ed. 1992. Arguing for Basic Income: Ethical Foundations
for a Radical Reform. London: Verso.

Van Parijs, Philippe. 1995. Real Freedom for All. What (if Anything) Can
Justify Capitalism? Oxford: Oxford University Press. (Spanish translation:
Libertad real para todos. Barcelona: Paidos, 1996.)

Van Parijs, Philippe, Jacquet, Laurence and Salinas, Claudio. 2000. “Basic
Income and its Cognates,” in Basic Income on the Agenda. Policies and
Politics (Loek Groot and Robert ]. van der Veen, eds). Amsterdam:
Amsterdam University Press, 53-84.

Van Parijs, Philippe et al. 2001. What’s Wrong with a Free Lunch? Boston:
Beacon Press.

Van Parijs, Philippe and Vanderborght, Yannick. 2001. “From Euro-
stipendium to Euro-dividend. A Comment on Schmitter and Bauer,”
Journal of European Social Policy 11, 342—46.

Van Parijs, Philippe. 2002. “Does Basic Income Make Sense as a Worldwide
Project?,” paper presented at the IXth Congress of the Basic Income
European Network, Geneva, ILO, September (available on http://
www. basicincome.org).

Van Trier, Walter. 1995. Everyone a King. An Investigation into the Meaning
and Significance of the Debate on Basic Incomes with Special Reference
to Three Episodes from the British Inter-War Experience. Katholieke
Universiteit Leuven: Fakulteit politicke en sociale wetenschappen, PhD
thesis.

Vives, Juan Luis. 1526. De Subventione Pauperum. French translation: De
IAssistance aux pauvres, Brussels: Valero & fils, 1943. English transla-
tion: On the Assistance to the Poor. Toronto and London: University of
Toronto Press, 1999.

Wetenschappelijke Raad voor het Regeringsbeleid (WRR). 1985. Waarborgen
voor Zekerheid. Een nieww stelsel van sociale zekerbeid in hoofdlijnen.
Den Haag: Staatsuitgeverij, Rapport 26. (English summary: WRR. 1985.
Safeguarding Social Security. The Hague: Netherlands Scientific Council
for Government Policy.)

Walter, Tony. 1989. Basic Income. Freedom from Poverty, Freedom to Work.
London and New York: Marion Boyars.

Wohlgenannt, Lieselotte and Buchele, Herwig. 1990. Den Oko-sozialen
Umbau beginnen: Grundeinkommen. Vienna and Ziirich: Europaverlag.

2

Why Stakeholding?

Bruce Ackerman and Anne Alstott

It is easy to view “liberty” and “equality” as if they were inexorably
at war with one another. Easy, but a mistake. The great project of
liberal political philosophy, over the last generation, has been to reject
the false dichotomy between “leveling” equality and “free” markets
that has had such a baleful influence over the modern mind.

The challenge has been to reconstruct the tradition of the liberal
Enlightenment to achieve a deep reconciliation of these superficially
competing ideals.! Modern liberalism is grounded in two affirmations.
On the one hand, it affirms equality by insisting that each citizen has
a fundamental right to a fair share of resources as he sets out in life.
On the other hand, it affirms freedom by recognizing that different
people will use their initial resources differently. The liberal state
expects these differences to arise and refuses to suppress them. To the
contrary, it systematically respects and facilitates individual choices —
so long as they proceed from a background of fair initial entitlements.

The distribution of material resources crucially shapes this back-
ground. If citizens are to begin adult life under fair conditions, it is
wrong to deprive them of their just share of the wealth created by
prior generations. In a liberal society, this commitment should be
cashed out in terms of private property — since property provides an
essential tool for effe;;tivé self-definition.

It follows that a grant of private property should be recognized as
the birthright of every liberal citizen — not a scarce commodity to be
doled out by the community as a reward for proper behavior.

Stakeholding and basic income both express this commitment —
albeit in different ways. These differences are significant, but they
should not conceal a common ambition. Both initiatives seek to use
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the recent revival of liberal philosophy as a springboard for a new pro-
gressive agenda. Both respond to the same challenge: To transform
the twenty-first century into a new age of liberal reform. '

Contrast the libertarian and utilitarian philosophies that dominate
political economy today. The libertarian trumpets her commitment to
freedom. She opposes “social programs,” seeks tax cuts to “return the
people’s money to them,” and derides inheritance levies as “death
taxes.” But libertarian freedom is little more than a screen for inequal-
ity. By contrast, liberal freedom, to use Van Parijs’ term, is real
freedom: It requires society to give every individual the resources she
needs to shape a life plan. Libertarianism offers individuals only the
right to make the most of the circumstances into which they are born.
Born to poor parents? “Too bad,” says the libertarian. “Do the best
you can.” Competing in the marketplace with the sons and daughters
of privilege? “Be content with your lot,” she advises. “It would be
wrong for the government to interfere.” In place of these patronizing
reassurances, stakeholding and basic income offer a social inheritance
to every individual.

The utilitarian economist adopts a more progressive attitude toward
redistribution but loses sight of individualism and freedom. In his
enthusiasm for maximizing social welfare, he looks to paternalist
schemes of social engineering. The utilitarian calculus favors transfers
to the worst-off class, preferably in a form that directs them toward
some “productive” activity like work or savings. Means-testing helps
channel assistance to the needy And restrictions like work require-
ments or vouchering prod the poor to take jobs and spend on approved
items like food and shelter. The American welfare state, not coinciden-
tally, comprises a collection of meager, means-tested programs
directed at the very poor and designed to pull them into economic life.

We reject both the utilitarian philosophy and its mechanisms. We
seek freedom for everyone, not charity for some. And we believe that
respect for the individual requires respect for her choices — to work in
the home, at a paid job, or not at all.

There are deep injustices in our nation’s treatment of the poor, but
we reject the idea that poverty relief is the only, or even the best, target
for reform. Today, the very rich inherit from their parents the resources
they need to shape a life plan. The government directs aid toward the
top 25 percent of the population in the form of college subsidies, and
toward the bottom 20 percent through means-tested social programs.
But young adults in the vast middle group embark on their adult lives
without the resources they need to make meaningful choices.

The basics of stakeholding reflect our philosophical commitments.
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At age 21, as each liberal citizen steps forward to begin her adult life,
she should receive a stake of $80,000 from the government.? The
$80,000 is hers to spend, with just a few conditions intended to ensure
that she has the capacity to make meaningful choices. First, she must
graduate from high school. Without a high-school diploma, she
receives a variation on basic income — interest on her stake each year.?
Second, she must stay clear of crime.* Once a young citizen has met
these requirements, she may collect her money in four annual install-
ments of $20,000 each.’ The money is hers to spend or invest. She may
go to college, or not. She may save for a house or a rainy day — or blow
her money in Las Vegas.

We will raise the necessary stakeholding fund in different ways as
time marches on. During the “short term” — the first fifty years or so
— we rely on a flat tax of 2 percent on each individual’s wealth in
excess of $230,000. This high exemption level means that 80 percent
of Americans will pay no tax, and that the burden will be borne
entirely by the big winners in a market society.® As the first generation
of stakeholders begin to die out, we propose to shift the burden by
means of a “payback requirement.” Stakeholders who have done well
with their $80,000 must pay back their stake, with interest, upon their
death.” As the first generation of stakeholders recognize their respon-
sibility to sustain the institution for their successors, it will be possible
to reduce, or perhaps eliminate, the wealth tax.

Although stakeholding and basic income share a commitment to
progressive redistribution, they challenge the identity politics and
watered-down Marxism that have come to dominate conventional
“left” thinking. Every citizen may claim her stake — or collect a basic
income — simply because she is a human being, capable of shaping a
life plan. She does not claim more — or less — by virtue of being
female, or a minority, or possessing a disability. Stakeholding and
basic income take a concrete step toward initial equality, recognizing
the individual not the group. We do not deny the persistence of sex
and race discrimination, or the importance of accommodations for
severe handicaps — and wholeheartedly support special initiatives
targeted at these problems. But stakeholding and basic income are
universalistic programs; responding to the right of each individual
citizen to his share in the achievements of past generations. They
respond to other serious social problems only indirectly — by promot-
ing women’s economic independence, and alleviating African-
Americans’ striking disadvantage in family wealth.?

Stakeholding and basic income also reject the center-left’s version of
universalism: Social democracy?® Social democrats envision the paid
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workplace as the focus of social justice. In their utopia, everyone has
a right to a job with good wages, short hours, and a pension that
rewards years of diligent work. But stakeholding and basic income
promise real freedom for all, rather than justice for the “working
class.” They offer every individual #nconditional resources, and they
refuse to make the moral judgment that paid work is the only proper
focus of a good life. Van Parijs, famously, has defended the right of
surfers — representing the nonconformist idlers — to a basic income.™®
And we defend the right of every young citizen to use her resources to
shape her own life on her own terms.

Social democracy pushes far too many human beings off the center
stage of social life. Van Parijs’ defense of surfing is well-taken, but
too limited. Social democracy demotes tens of millions of ordinary
people to second-class citizenship. Begin with the caretakers: The
great majority of women (and some men), who devote large portions
of their lives to caring for children or elderly parents. For caretakers,
justice linked to the workplace is too often no justice at all. Although
the last generation of women has made remarkable gains in paid
work, the average woman still has a far more interrupted work
history, and earns far less, than the average man. Thus, when social
democracy makes paid work and money wages the measure of
“desert,” caretakers lose out. In the United States, for example, the
‘social security system links retirement security to paid work — or long-
term marriage to a steady breadwinner. Divorced women, single
women, and women married to low earners or intermittent workers
may find themselves living in poverty despite a lifetime of real work
on behalf of others.!!

Workplace justice also offers far less freedom to workers at the
bottom of the economic ladder. In a free market economy, less-skilled
workers earn low wages for harsh and sometimes demeaning work.
Liberals and social democrats agree that less-skilled workers are
entitled to greater dignity than their market earnings alone will
provide. But social democracy makes dignity conditional on paid
work: mechanisms such as employment subsidies, the “earned
income tax credit,” and workfare offer the poor a bargain: Do the
right thing by working, and society will take care of you. This bargain
is surely better than the libertarian alternatives: Starve or steal.

But the work condition fails the test of liberal justice. No one else
in a free society is required to make such a bargain. The middle- or
upper-class person with a private inheritance need not prove to the
bank manager that she is a productive citizen before drawing down
her bank account. Basic income and stakeholding offer some of the
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same freedom to the less-skilled worker. She can work full-time, and
use her stake or basic income as an income supplement or as a buffer
against hard times. If she is willing to live frugally or with a partner,
she can work less, or not at all, and devote herself to the matters that
concern her most: Children, community, or perhaps some religious or
artistic pursuit that engages her far more than fast-food jobs ever
could.

But is there such a thing as too much freedom? Here is where stake-
holding and basic income begin to part ways. Under basic income,
citizens are not allowed to go to their neighborhood bank and capital-
ize their lifetime stream of basic income payments into a single stake.
While Van Parijs prohibits citizens from switching to our program, we
are more tolerant: Any stakeholder can switch to basic income simply
by buying an annuity policy from an insurance company and asking it
to send a monthly check.

To fix ideas, suppose that an insurance company would sell a young
stakeholder a lifetime annuity of $400 a month in exchange for a stake
of $80,000. The Ackerman—Alstott plan permits each citizen to
arrange for her own basic income of $400 — but only if she wants to!
Van Parijs would give her $400 a month, but forbids her to capitalize
it into a single $80,000 payment.'? Basic income, in short, is a fancy
name for a restraint on alienation.

Anglo-American law contains a wonderfully evocative term to
describe this particular restraint. Suppose you wanted to give $80,000
to your nephew when you die, but you didn’t trust his judgment.
Rather than providing him with a flat $80,000 in your will, the law
permits you to create a spendthrift trust — which grants your nephew
access to the money only with the permission of a trustee, who acts
under the explicit instructions provided in your will. Van Parijs would
extend this principle to the new liberal form of social inheritance. He
would impose a universal spendthrift trust on all citizens as they rise
to maturity.

We reject this extension as a matter of principle. Some citizens
undoubtedly lack the capacity to make reasonable use of their
economic freedom ~ and we do not oppose some broad sifting devices
to identify them. This is why we have required all stakeholders to
obtain a high school degree and refrain from criminal activity before
gaining full access to their $80,000. But treating all young men and
women as presumptive spendthrifts demeans their standing as
autonomous citizens and radically constrains their real freedom.

A guaranteed income of $4,800 a year, every year, may be fine for
surfers. But most young adults will find that basic income restricts
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their real freedom to shape their lives, often severely. Most obviously,
the restraint sharply cuts into the freedom of people who want to
invest their stakes in the development of their own “human capital.”
Consider a 21-year-old high school graduate aiming to become a first-
rate auto mechanic. He needs $20,000 to learn the skills of this
increasingly high-tech trade. Under basic income, he will have to wait
four or five years to accumulate the money. Why?

Or consider newlyweds who want to have kids and share parenting
responsibilities. In support of this decision, they would pour most of
their joint stake of $160,000 into a small house and use the rest to
reduce their work commitments out of the home and share child-
rearing responsibilities. Suppose they can’t do this on $8,800 a year.
Why stop them?'3

More broadly: Basic income encourages a short-term consumerist
perspective, but stakeholding invites young adults to take the longer
view. Most people in their twenties are crushed by the vast gap
between adult responsibilities and small financial resources. Although
their future is still ahead of them, they live lives of quiet desperation
— trying to make ends meet from month to month.* Although $400 a
month will ease short-term financial crises, it is too small a sum to
give them real freedom to look decades ahead and appreciate the life-
shaping choices they are making, often by default.

Stakeholding, by contrast, invites them to take charge of their lives.
With $80,000 in the bank, young adults may pause and consider how
their aims and abilities are likely to unfold over time, and whether a
short-term perspective will lead them down paths that they will later
bitterly regret.

Stakeholding’s distinctive emphasis on the life-shaping perspective
is dramatized by the way it treats the problem of premature death. If
Jane Citizen dies at 35, she has received her full stake, but her stream
of monthly payments has fallen far short of $80,000. On stakehold-
ing’s view, this is perfectly appropriate. Each young adult should have
the precious opportunity to put meaning on the shape of her life as a
whole. The only regret is that Jane probably hasn’t had a decent
opportunity to live out the commitments and investments she made in
her twenties. Basic income proceeds on a different moral foundation.
It presumes that Jane should get fewer payments because she will have
fewer months to consume.

We reject this consumerist premise. Each citizen’s claim to real
freedom is independent of the number of months she will enjoy
herself as an adult. It should depend instead on her status as a person
capable of impressing a meaning on the shape of her life. If a young
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person uses her stake to pursue a risky but rewarding life, and this
decision increases her chances of an early death, her claim to basic
resources is worthy of no less respect than that made by risk-averse
types.’ “One person, one life, one stake” is the fundamental principle
of the Stakeholder Society.!¢

Turn now from liberal ideals to some crucial real world matters of -
administration. Suppose that John Citizen is grimly determined to
obtain his $20,000 course as an auto mechanic despite efforts to
impose a spendthrift trust on his money. Here, some clever lawyering
may suffice to convert basic income into stakeholding. Depending on
how strictly the spendthrift provisions are written, John may be able
to walk into a bank and take out a mortgage, pledging his basic
income as security for the monthly repayments. To prevent this kind
of transaction, the government would have to insulate John’s basic
income from creditors’ claims. That rule would prevent advance bor-
rowing, but it would also create a distasteful spectacle: Bankrupts
would walk out of the bankruptcy court with basic income rights
intact, no matter how high their debts. We propose to insulate young
adults’ stakes from creditors, but only to prevent advance borrowing
before ages 21-24. After that, every citizen must take responsibility
for his or her actions — and debts. In contrast, basic income runs the
risk of underwriting adult irresponsibility: How to justify letting the
40-year-old default on her credit-card debts while keeping her basic
income intact?

And then there is the black market. Suppose that John, the would-
be auto mechanic, is not deterred when legitimate banks refuse to deal
with him on the ground that any loan which capitalizes his $400
monthly payments is illegal. He simply gets his neighborhood loan
shark to lend him the $20,000, promising to use his $4,800 a year as
collateral. Since this deal is illegal, Mr. Shark won’t be able to go to
court to enforce it — but he will hire thugs, at his own expense, if John
refuses to cough up when the time comes. All this expense and uncer-
tainty will greatly increase the interest that Shark will charge his
customer. But John is willing to pay the price to begin executing his
life plan. ,

How does basic income propose to respond? Putting the expense of
an on-going campaign of criminal prosecution to one side, do we
really want to transform John into a criminal — simply because he
wants to make an investment in his future? What kind of crime is
that??”

Sort of like making consensual sex into a crime. Only less sensible.
After all, some people think that consensual sex outside of marriage
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is a mortal sin. But nobody thinks that it is a sin to become a trained
mechanic. Whatever the law may say, it is virtually certain that it
won’t be enforced by draconian sanctions. The black-market option
not only lets the loan sharks appropriate the lion’s share of John’s
economic birthright, but it will also reorient his relationship to the
entire program. Under stakeholding, John could proudly come
forward and claim his stake as a free citizen; now the state’s efforts to
restrain his freedom has turned him into a devious thief. When John
finally becomes a skilled mechanic, he will not remember the stake-
holding experience with pride, and seek to reciprocate by acts of loyal
citizenship. Instead, he will more probably reflect on the ways he
cheated, and was cheated, in the process of turning his basic income
into a capital grant.

The resulting demoralization is a matter of the first importance.
We have thus far presented only one side of the case for stakeholding
— emphasizing its function as a major new vehicle for the exercise of
real freedom. But the initiative also discharges a second major
function: We expect it to serve as the institutional focus for a dynamic
culture of citizenship. From their earliest days, children will learn that
stakeholding is part of their birthright as citizens: “When you grow
up, you won’t be casually left at the mercy of the market or the arbi-
trary will of wealthy friends and relations (if you have any). You will
confront your future under economic conditions worthy of a citizen
of a free society.” Parents and schools will continually urge their
charges to use their freedom in a responsible fashion, and as the stake-
holding period draws near, each man and woman will be enmeshed in
an ongoing and multilayered conversation about their stakes: “Did
you hear how Jane spent her first payment $20,000 — what a fool! If
she keeps this up, she’ll never make anything of her life!”
Stakeholding will provoke millions of such conversations — and they
will forge a cultural bond that will make stakeholders’ common citi-
zenship into a central reality of social life. As they grow older, citizens
will forever be returning to their youthful days, and reflecting on their
choices, and what has become of them.

The dynamics of basic income would be different. Even if payments
began on the eagerly awaited twenty-first birthday, the stream of
small checks would not create a proud culture of free citizenship.
Stakeholding creates a focal point at age 21 for young citizens and
their elders alike, dramatizing the importance of the rise to maturity.
Basic income makes its impact gradually and incrementally, adding a
few thousand to the annual budget. Those sums would make a differ-
ence in day-to-day life, especially at the bottom of the income
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distribution. There is much to be said for replacing grudging handouts
with a dignified income entitlement. But the power of stakeholding
reaches well up the economic ladder, and offers everyone an opportu-
nity to take their life-shaping decisions seriously.

To be sure, the stakeholding culture will have its dark side. Some
stakeholders will curse the day they made such foolish, youthful
choices. But all will recognize the fundamental role stakeholding
played in their lives. And except for the most bitterly disappointed,
these reflections will prompt a patriotic determination to pass on the
heritage of stakeholding to the next generation.

This reciprocating sense of membership lies at the heart of liberal
understandings of citizenship. The liberal state does not bind its
citizens by an appeal to a common race or language or religion or
other moral authority. It seeks to engage people in the common
project of assuring equal freedom to all, and to take pride in a polity
that guarantees everybody the resources needed to confront the
mystery of life with dignity and responsibility. If this noble ideal is
ever to become a reality, it must be embodied in social institutions
that ordinary people find meaningful. Stakeholding promises to be
such an institution, but basic income threatens to destroy the integrity
of this message as millions predictably undermine its imposition of a
universal spendthrift trust by countless deviations and obfuscations.

- Van Parijs may respond by calling on us to face some harsh facts.
Some young people will undoubtedly “blow” their stakes — going on a
gambling spree, or crashing a fancy sports car. We agree, but is this a
good reason for depriving millions of other people of the economic
power over their own lives? After all, neither the auto mechanic nor
the newlyweds are planning a trip to Las Vegas any time soon. Why
should their claims to real freedom be sacrificed simply to prevent
others from “abusing” their freedom?

We reject this utilitarian calculus. Each person is her own person.
Each is entitled to real freedom to shape her own life. This precious
freedom should be not be compromised merely to save others from the
consequences of their own choices. /

To be sure, this liberal commitment leaves us with an obvious
problem: How to respond to somebody who goes directly from the
Stakeholding Office to the nearest casino and loses everything?

Van Parijs doesn’t have this problem, because he has imposed a
spendthrift trust on everybody. Ms. Stakeblower is free to lose $400 a
month at the casino, but can’t go for broke. She must wait till next
month for her next $400 check before she again spins the wheel of
fortune.
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But for us, stakeblowing raises a distinctive question: What to do
when Ms. Stakeblower returns empty-handed and confronts the polit-
ical community with her starving self?

We think it is a plus, not a minus, for stakeholding to place this
question at the center of discussion surrounding the next reform
agenda. The effort to provide answers will invite the polity to
confront a question much in need of fundamental reappraisal. Call it
the problem of life-cycle distribution.

Speaking broadly, welfare states of the twentieth century distrib-
uted different benefits during three different phases of life: youth,
adulthood, and old age. During youth, the accent is on education;
during adulthood, on need; during old age, on cash pensions. The
average American, for example, has a fundamental right to a free high
school education but is then left to fend for himself in the marketplace
unless he demonstrates a dramatic “need” for assistance. Even then,
he can expect the American government to respond in a miserly
fashion until old age arrives, when more generous forms of cash (and
medical) assistance are available.

Stakeholding suggests the importance of identifying a fourth moment
in this distributional cycle — the moment of transition from youth to
maturity. Just as all children receive an unconditional grant of educa-
tional resources, regardless of parental ability-to-pay, young adults
should receive an unconditional grant of economic resources, regardless
of parental ability-to-give. Just as liberal education provides each citizen
with vital cultural resources for self-understanding, an economic
stake provides them with the material resources for real freedom.

Within this life-cycle framework, stakeblowing is a special case of a
much more general problem: How does the grant of a new right at an
early stage of life (in this case, $80,000 to young adults) shape the col-
lective response to claims of entitlement at later stages (in this case,
Ms. Stakeblower’s claim to “need” assistance)? Does the enhancement
of entitlements early in the life cycle justify a reduction of entitlements
at later stages? And if so, which ones, and on what principles?

The particular problem raised by stakeblowing seems pretty easy.
Of course Ms. Stakeblower should be held responsible for her
conduct in Las Vegas when she tries to collect a second time on the
basis of her newly acquired financial “need.” While a decent society
shouldn’t allow anybody to starve in the streets, her prior conduct dis-
qualifies her from more than this minimum.'®If she wants more out of
life, let her work for it. (In other words, stakeblowers will be obliged
to face a situation similar to that confronted by the overwhelming
majority of people in any Western society.)
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Other life-cycle issues are much harder: How should the earlier
receipt of an $80,000 stake change government policy for the provi-
sion of unemployment benefits, or retraining assistance, or health
insurance? What is the appropriate relationship between stakes to the
young and government pensions to the elderly?

Our book proposes a few principles for confronting these life-cycle
trade-offs.” Rather than revisiting these controversial matters, we
focus on an important question of process. Given the likelihood of
serious disagreement on life-cycle trade-offs, how to structure the on-
going process of political decision?

Begin with basic income, and consider the chaotic resolution that it
will likely generate. If a political party seriously proposed a $400
monthly payment, this would immediately provoke a debate on basic
income’s ramifications on every other monthly payment provided by
the modern welfare state — ranging from disability to unemployment
to health care and beyond. Each affected group will predictably
clamor to preserve its entire benefit while fiscal conservatives will be
on the rampage for massive cut-backs to make room for the new fiscal
requirements imposed by basic income.

This doesn’t sounds like a recipe for deliberate attention to the
demands of justice in particular contexts. Perhaps it is utopian to
expect much from any scenario, but stakeholding does permit greater
hope. Rather than proposing yet another monthly payment, it frames
the key question in a different way: Are we making a big mistake
ignoring the distinctive predicament of young adults as they start off
in life with new responsibilities but without significant assets?

To answer this question responsibly, it isn’t necessary to undertake
a comprehensive scrutiny of every monthly payment made by the
welfare state. Over time, the adoption of stakeholding will lead to
reconsideration of other programs as they reach the top of the politi-
cal agenda. But there is no compelling necessity to resolve all these
loose ends at once.

And a good thing too. The effort to do so might readily defeat any
serious progress on the basic income front. Once beneficiaries of all
existing welfare programs are alerted to the danger, they may well join
with conservatives to fight for the status quo. This right-left coalition
would be tough to beat.

In contrast, the structure of stakeholding will predictably defuse
potential opposition. Consider, for example, the clever way Tony
Blair introduced stakeholding as the “big new idea” behind his suc-
cessful campaign for reelection in 2001. Under the Labour Party
initiative, each Briton would receive a “baby bond” of $750 or so at
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birth, which would accumulate compound interest until he received a
stake at age 18.2 Supplemental amounts would be added to each
child’s account on later birthdays — with the aim of providing him
with as much as $7,500 when he reaches maturity.

From a dollars-and-cents view, Blair’s initiative doesn’t cost much
in the near future. Surely it doesn’t pose a clear and present danger to
the monthly checks received by present beneficiaries of the welfare
state. Indeed, even when payouts begin 18 years down the line, $7,500
isn’t very much at all. Nevertheless, it is substantial enough to raise
the question: Doesn’t the next generation deserve something better
than the indefinite extension of the present welfare state?

In framing his initiative, Blair copied a move out of Franklin
Roosevelt’s political playbook. When introducing Social Security in
1935, the President also took steps to minimize the short-run cost of
his proposal. While he took immediate credit for pensions for the
elderly, the first pay-out occurred five years later in 1940. The same
political calculus is evident in the Prime Minister’s program: every
prospective parent breathes a bit easier today, even though payouts
won’t occur for a generation.

Similarly, the initial Social Security statute was a transparently
inadequate response to the plight of the elderly. For example,
Roosevelt secured the support of white Southern Congressmen by
excluding agricultural and domestic workers from coverage, which
immediately deprived most blacks of any benefits. So far as the
President was concerned, it was far more important to secure public
support for the principle of retirement pensions. Once this was accom-
plished, Roosevelt was confident that its success would generate
pressure to expand coverage over time.

So too with the Prime Minister’s “baby bonds.” The important
point at this stage is to gain public recognition of the imperative need
to promote the real freedom of young adults at the threshold of life.
It will then be time enough for activists to start campaigning for
bigger stakes and quicker transitions.

It will be much harder to generate a similar political dynamic in the
case of basic income. Within the context of stakeholding, it did not
seem arbitrary for Blair to announce that only children born after the
statutory date of enactment would qualify for a “baby bond.” After
all, the entire point of the program is to channel resources to the rising
generation, and so it would have seemed bizarre for a 50-year-old, say,
to demand that he be granted a “baby bond” retroactively.

In contrast, basic income does not focus on the particular predica-
ment of the young, but spreads its concern to all citizens —
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50-year-olds no less than 18-year-olds. Nobody would even think of
proposing a “transitional scheme” that barred a particular age group
as a cost-cutting measure. But this means, of course, that politicians
will not find themselves in the delicious situation of granting immedi-
ate symbolic benefits to a large constituency while the financial costs
only mountup later.

Which immediately leads to a second political problem. Since basic
income’s costs are immediate, and broadly distributed to the adult
population, practical politicians won’t be in a position to begin basic
income with very generous monthly payments. Imagine, for example,
that Tony Blair had taken the first year’s budgetary cost of supplying
“baby bonds” and had distributed this money to every adult Briton (of
working age)?' as a basic income. This would have amounted to the
princely sum of $1.25 a month!?

This simply doesn’t have the same pizzazz as promising the next
generation “baby bonds” that, upon maturity, will provide $4,500-$
7,500 to each young adult.”? While these sums are rather small, they
are big enough to suggest a certain seriousness of purpose in aiming
for a more just future for the next generation. In contrast, a monthly
basic income of a dollar and twenty-five cents is just a joke.

Call this the “chump change” problem. To solve it, proponents of
basic income must insist that, from the very beginning, budgetary
expenditure be large enough to fund a significant-looking sum for
every adult recipient. But this makes a Roosevelt-Blair gambit impos-
sible. There is no prospect for gaining big symbolic gains at low
short-term cost. Instead, the protagonist for basic income must
immediately wrest big budgets away from competing programs, and
somehow overcome the resistance of well-organized vested interests
who will fight for their familiar share of the pie.

We do not say that victory is impossible. But the political calculus
for basic income does suggest a certain utopianism that presently
afflicts much liberal theorizing. It is one thing - and a great thing — to
propose deep philosophical resolutions of the conflict between liberty
and equality. But it is no less great to structure initiatives that have
half-a-chance of enactment. We must rid ourselves, once and for all,
of Marxist delusions that history will mysteriously work on behalf of
the oppressed. The challenge is to design programs that promote
justice and make political sense in real-world democracies.

This is where the taxation side of the equation becomes especially
important. By casting itself as a form of capital endowment, stake-
holding invites the construction of a symbolic tie to underutilized
forms of taxation that focus on the present maldistribution of wealth.
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Just as the promise of $80,000 at age 21 is readily comprehensible to
ordinary citizens, so is the funding for the program: An annual wealth
tax on everything above $230,000 and a payback from stakeholders at
the time of their deaths. In an age of sound-bite journalism, it is no
small virtue to convey the essence of a program in a sentence or two.
More importantly, the link between stakeholding and its funding taps
into the expressive power of taxation. The payback rule underlines
the importance of intergenerational justice. To ensure a universal
social inheritance, decedents must give back something from their
estates. The old make way for the new — but in an egalitarian way.
Regrettably, Democrats who opposed the 2001 repeal of the estate tax
had no such symbolism on which to draw. Faced with Republican
attacks on a macabre “death tax” that (ostensibly) forced family busi-
nesses into bankruptcy, Democrats managed only a muddled protest
at “regressivity”. Without any clear platform, their general commit-
ment to progressive taxation met an easy defeat. Stakeholding, in
contrast, makes the egalitarian debate vivid. Large inheritances for a
few versus a meaningful inheritance for everyone.

The wealth tax weaves in a second symbolic message. By spotlight-
ing the concentration of wealth in America, it both reveals a problem
and, linked with stakeholding, suggests a remedy. The revenue poten-
tial of a 2 percent wealth tax is stunning — $406 billion using 1998
data.?* And it speaks volumes about the vast gap in wealth. With a
$230,000 exemption and a 2 percent rate, only the top 20 percent
would pay any wealth tax at all.»

Our commitment to the wealth tax over an income or consumption
tax reflects several considerations, both principled and pragmatic.?
From a principled perspective, the extreme concentration of wealth
reflects past injustice and perpetuates it. In an ideal setting, with true
equal opportunity, differences in individual wealth-holdings would be
untroubling; simply an indicator of one’s life choices.” There would
be no reason to penalize savers relative to spenders; or those with
great material wealth over those with little, because (by hypothesis)
everybody received a fair start. But today, the wealthy cannot plausibly
claim that their fortunes were earned on a level playing field. It is
impossible to know who would have prevailed in a fair competition, but
lacking that information, the annual wealth tax is rough-cut justice.

The wealth tax also targets inequality in the next generation.
Wealth buys advantages not merely for oneself, but, crucially, for
one’s children, who go to better schools, get into better colleges, and
can rely on the security of the family bank account to get them out of
future scrapes. Once again, a truly just state would remedy those
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inequalities directly, through education and the restriction of inheri-
tance. But in the absence of such measures, it is fair to tax the wealthy
to fund better opportunities for every child.

From a practical viewpoint, wealth taxation provides a useful
backstop to the payback requirement, ensuring that wealthy market-
winners who spend-down their assets before death will still contribute
to stakeholding for the next generation. The wealth tax could even
enhance the functioning of the income tax. The cumulation of
administrative compromises and deliberate tax breaks has reduced the
effective rate of income taxation on capital to very low levels.?® By
taxing capital directly, the wealth tax could do what the income tax,
now hopelessly riddled with loopholes, cannot: Extract a fair contri-
bution to the polity from capital owners. Although the wealth tax
would require new administrative structures for valuing — and locating
— assets, that technocratic challenge is also a virtue, because it offers
the potential to broaden the capacity of the income tax as well.?

Basic income shares some of these virtues, but less clearly. Like
stakeholding, it can be described in a sound bite that conveys its egal-
itarian character. But the tax side of Van Parijs’ proposal is less
expressive. In Real Freedom for All, Van Parijs proposes funding a
basic income with an income tax and an inheritance tax.*® The inheri-
tance tax taps into the same symbolism we employ: the justice of
social inheritance (or, more precisely for Van Parijs’ plan, a social
dividend) for all. The income tax reflects Van Parijs’ conclusion that
income from good jobs and investments are a scarce resource that
should be considered to be owned collectively, and shared equally
through basic income. There is a fine symmetry here: Unequal
income streams transformed into an egalitarian minimum income.
But the real-world income tax muddies that principled symmetry and
may create harder political battles for the basic income idea. In the
United States, as in most Western countries, the income tax is the
workhorse of the fiscal system. Here, it accounts for 47 percent of
revenue (compared to 28 percent in Germany, 34 percent in Italy, and
37 percent in Britain, though only 18 percent in France).?! The result
is a long line of political claimants for income tax revenue. Basic
income is just one more. Given the already dismal record of the
income tax in reaching income from capital, a hike in the income tax
may amount, in effect, to yet another burden on wages, which are
already heavily taxed for various social-insurance programs.

This brings us squarely back to politics in the most mundane sense
— getting out the vote. Our ambition, like Van Parijs’, is to bring
modern liberal philosophy into the real world. We aim not merely for
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elegant principles but for practical programs with a realistic chance of
adoption. But because liberal redistribution is costly in tax terms, it
faces predictable political opposition. In the United States, proposals
for “higher taxes” for “new welfare programs” have a predictably
dismal fate. The challenge, then, is to frame the public debate in a
new way.

We have already suggested how stakeholding allows for a Blairish
mode of presentation — in which immediate symbolic gains can be
won at small short-run costs. But suppose that we were dealing with
a more adventurous political leader, who was not satisfied with the
long transition contemplated by Blair’s “baby bonds,” and wished to
move to a relatively rapid embrace of the full Ackerman—Alstott alter-
native. What would her political calculus look like?

Recall that our $230,000 exemption level means that only 20 percent
of Americans will be paying any wealth tax. This gives our progres-
sive politician lots of room for creative maneuver as she seeks to
mobilize majority support. She is not, to be sure, proposing to put
cash directly in the hands of the present generation of voters — who
will not generally be young enough to qualify for stakeholding them-
selves. She is instead appealing to larger concerns, most notably, the
concern to build a more just society for our posterity. We ourselves
will never reach the promised land. But shouldn’t we try to hand over
a world that is moving in the right direction?

Call this the desire for progress, and consider the subtle way in
which stakeholding elicits this progressive motivation. It does not
plead with citizens to sacrifice for some large abstraction — Social
Justice — that is projected onto the remote future and exists apart from
their own concrete experience. It invites them to build on more prox-
imate desires for human betterment. When confronting stakeholding,
most voters will think of a favorite sister or son or granddaughter,
and consider how much $80,000 would mean to these very particular
people as they start off in life. They will reach more abstract princi-
ples through these more particular exercises in moral imagination: If
stakeholding is good for my daughter, isn’t it good for all other
children as well?

John Stuart Mill often spoke of the interests of a “progressive
being,” and we propose to bring his talk down to earth to consider
how progressive parents of young children might analyze their interest
in stakeholding. Suppose that our family consists of two 35-year-old
parents and two young children, and that the parents find themselves
within the bottom 80 percent of the income distribution. These voters
are “progressive beings” in two senses: First, they don’t look upon
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their children as mere consumption goods, but care about their future
development as autonomous human beings for their own sake;
second, they are willing to look beyond their kin, and recognize a col-
lective obligation, as citizens of a liberal state, to provide all of them
with a fair start in life.>

But needless to say, they are not willing to pay too big a price for
progress — after all, they have lives to live as well, and they are unwill-
ing utterly to sacrifice their own moral ambitions for themselves
simply to provide more justice for the next generation.

Within this framework, stakeholding seems a very attractive propo-
sition to our hypothetical 35-year-olds. As they look ahead a decade
or so, they consider how much money they are likely to have in their
bank account — and immediately recognize that they won’t be in a
position to stake their kids to $80,000 apiece as they start out in adule
life. Better vet, they also figure that they won’t be paying any extra
taxes for stakeholding over the next decade or two. It is only as they
contemplate the “longer run” that our couple may begin to have
doubts. Perhaps when they reach 55 or 65, they may be accumulating
sufficient wealth that they may have to pay a substantial wealth tax to
finance the stakes for the next generation. But for the majority of
citizens, even this is speculative: Isn’t the chance of bearing this tax
worth the certainty of giving one’s children, and all other children, a
solid head-start?3

It will take skill for progressive politicians to frame the issue in this
way. But with the right kind of leadership, the AA package might
generate a broad positive response. We foresee a tougher time for the
VP package. As we have seen, income tax is already an overburdened
instrument, and even if Van Parijs successfully uses it as primary
funding source, the bottom 80 percent will be contributing a major
share. While we would be happy if Van Parijs were persuaded to
adopt a wealth tax, the marriage of basic income to a wealth tax lacks
the same symbolic meaning generated by our proposal. The AA com-
bination of universal stake and focused wealth tax speaks a language
that everybody immediately understands: The time has come to
create a world in which inheritance is not merely a function of family
but of citizenship — where all members of the commonwealth have a
right to inherit a fair share of the material endowment created by
previous generations, and are not merely forced to rely on the luck of
inheriting wealth from a rich family.
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We close by sketching out some more common ground with Van Parijs
— this time emphasizing our common diagnosis of the distinctive intel-
lectual predicament confronting progressivism in the new century.
From this perspective, we seem to be shadow-boxing against the same
ghostly presences of the past.

Classical laissez faire provides a mirage of formal freedom that is a
parody of liberal ideals. Contemporary political philosophy makes
this point, but through thought-experiments too utopian for real-
world implementation.

This is no news to old-time Marxists, who have disdained “bour-
geois utopianism” and sought to displace it with a hard-headed
analysis of class interests and historical dynamics. But these scientific
pretensions have turned out to be pretentious: the “working class”
isn’t the locomotive of history. If classical liberalism gave us a bogus
vision of liberal ideals, classical Marxism gave us a bogus under-
standing of historical causation. Worse yet, its emphasis on the causal
agency of the working class tended to authorize much moralistic talk
about the dignity of paid work, as if other activities were of lesser
moral value.

We reject the labor theory of value — normatively as well as posi-
tively. But we do not reject the left’s suspicion of liberal Utopianism
as a feel-good mode of accommodation to the status quo. The liberal
challenge is to make hard-headed appeals that channel politics toward
the collective pursuit of real freedom in the real world.

Easier said than done. Both basic income and stakeholding suggest,
however, that the effort may be worth making.

NOTES

1 See Rawls (1971), Ackerman (1980), Dworkin (1981a, 1981b), Walzer
(1983), Sen (1992), Van Parijs (1995).

2 Only citizens may claim stakes. The citizenship restriction raises a
number of moral quandaries, which we explore in Ackerman and Alstott
(1999), pp. 46-49. We permit citizens not yet 21 to receive advance stake
payments to fund higher education. Ibid., pp. 51-52.

3 Interest on a principal amount is not equivalent to the annuitized
payment, which includes a partial return of principal, but especially for a
long-term annuity, the numbers are close.

4 In many cases, commission of a crime should only lead to a postpone-
ment of a stake, not forfeiture. But we do support the selective use of
forfeiture if the alternative is a lengthy term in prison. See Ackerman and
Alstott (1999), pp. 49-51.
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5 College-bound stakeholders may collect $20,000 each year beginning at
18. To equalize the present value of payments made to college-bound stake-
holders and others, who wait until age 21, we provide for the accrual of
interest. Ibid., p. 51.

6 Our book proposes 2 2 percent wealth tax with an exemption of $80,000.
Ibid., chapter 6. That proposal was based on 1995 Federal Reserve data, the
most recent available at the time. As of 2001, we are able to draw on data
from the 1998 Survey of Consumer Finances. Between 1995 and 1998, wealth
in the middle and top of the distribution grew significantly. Wilhelm (2001),
p. 1. These data show that a 2 percent tax on net worth in excess of $80,000
would raise $547 billion, far more than the cost of stakeholding, and far
more than the $402 billion (in 1998 dollars; $378 billion in 1995 dollars) we
originally proposed to raise. Ibid. We estimate that the 1998 cost of stake-
holding would be $268 billion. Authors’ calculations, updating the
calculation in Ackerman and Alstott (1999), pp. 219-220.

We propose to take advantage of the nation’s increasing prosperity by
retaining the 2 percent rate but increasing the exemption level to increase the
progressivity of the tax. With an exemption of $230,000 per individual, we
could raise $406 billion from the top 20 percent of individual wealth-holders.
Wilhelm (2001), p. 10 (Table 3). Alternatively, a tax rate of 1.5 percent with
an exemption of $80,000 would raise $410 billion (in 1998 dollars).

Although 1998 numbers are the most recent available, they are outdated
today. Nevertheless, there is no reason to suppose, a priori, that they system-
atically understate wealth tax revenues compared to 2001. As of June 2001,
the S&P500, the broadest major stock index, is higher than or flat relative to
1998; the Dow Jones Industrials are higher than in 1998, and the NASDAQ is
flat compared to that year. See http://host.businessweek.com/businessweek/
Corporate_Snapshot.html, (viewed 22 June, 2001).

7 Of course, those who have not done well financially will not be able to
contribute to the stakeholding fund at death. Ackerman and Alstott, ch. 5.

§ For feminist support of basic income, see, e.g., Pateman (1988). For data
on African-American wealth, see Keister (2000), who notes that in 1992,
median black income was 60 percent of whites’, but median black wealth was
only 8 percent of whites’. In the same year. 25 percent of white families but
60 percent of black families had zero net wealth.

9 One of us has praised basic income for this reason. See Alstott (1999).
10 Van Parijs (1991).

11 See Ackerman and Alstott (1999), pp. 145-148.

12 Throughout our discussion of basic income, we assume that a basic
income would be paid to adults from, say, age 21 to retirement age. We do
this because we advocate stakeholding in lieu of basic income only for this
group. We favor children’s allowances and other initiatives for children, and
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a flat-rate pension for old age. See Ackerman and Alstott (1999), ch. 8. It is
only for the group rising to maturity that we believe stakeholding is the right
idea.

13 Or will Van Parijs allow them, covertly, to capitalize their stake by taking
out a mortgage on their home, pledging their basic income as security? If so,
he is well on the way to the stakeholder society. We will return to this point
shortly.

14 In 1998, the median wealth for all US. households was $60,700.
30 percent of U.S. households had net worth of less than $10,000. Wolff
(2000), table 1. Wolff does not provide data on median wealth by age, but he
does show that mean wealth of households headed by adults under age 35
was just 22 percent of mean wealth. Ibid., table 10.

15 This point, unfortunately, has great salience for minorities, who live
with multiple injustices, including greater poverty rates, poorer health, and
greater exposure to violence. African-American men, for example, have an
average life expectancy of just 66 years at birth, compared to 74 for white
men. Statistical Abstract (1999), table 127. Black men are far more likely to
die from criminal violence than are white men. Ibid., table 145.

16 See Ackerman (1980), pp. 49-53.

17 To respond to these difficulties, some have suggested a more elaborate
form of “spendthrift” trust under which young adults receive $80,000 but can
only obtain access to their money by convincing a bureaucrat of the merits of
their proposed expenditures. See, e.g., Nissan (2000) pp. 12~13. But bureau-
crats will inevitably import their own value judgments into the process, and
claimants will be made to feel like supplicants. A standard list of worthy
projects would avoid egregious forms of caseworker paternalism but would
encourage legalistic manipulation and downright cheating. In purely practi-
cal terms, it would be impossible to design a process that is flexible and fair.
Think of the borderline cases, which would quickly discredit the system.
Amy may use her stake to open a hair salon, because that is entrepreneurship,
but Ben may not become a street musician, because it is not a “business.”
Chris can enroll in divinity school and become an ordained minister because
that is “education,” but Dana may not travel to Asia to live in Buddhist
monasteties because that is merely “travel.” Extra procedural protections —
like agency adjudication or judicial review — may worsen the situation. See
generally Mashaw (1983); Lipsky (1980).

More fundamentally, stakeholders are free men and women, not
claimants on state charity. They should not be required to bend the knee to
some caseworker before moving on with their lives. The entire ritual smacks
of a welfare state mentality inconsistent with the liberal spirit of stakeholding.
18 In fact, Ms. Stakeblower would be lucky to get a half-decent hand-out in
America today. So much the worse for America.
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19 See Ackerman and Alstott (1999), pp. 129-180.

20 Tor details, see UK. Treasury (2001). Contributions would be based on
a sliding scale — $750 to children born to poor families, reduced to a
minimum of $450 for children in better-off circumstances. See ibid.; see also
Broder (2001). R

21 As noted above, we focus on a basic income for working-age adults; we
have endorsed a basic-income-type scheme of our own for the elderly, in
addition to stakeholding. Ackerman and Alstott (1999), ch. 8.

22, Translated into dollars, the baby bond proposal would pay up to $750 to
each of the 750,000 infants born in Britain annually, or a total of $563
million. That estimate overstates the first-year cost of the program, because
a means-testing rule would limit to $450 the grant to babies born to higher-
income parents. But the first-year estimate also understates the steady-state
program cost, because in future years the Blair plan would make deposits into
each child’s account of $75-$150 at ages 5, 11, and 16. For purposes of a
rough estimate, we have settled on $750 per newborn. According to Downing
Street statisticians, there are 37 million Britons between the ages of 16 and
retirement age. See http://www.number-10.gov.uk/default.asp?PagelD=3396,
visited June 22, 2001. Thus, a basic income costing $563 million and paid
only to working-age adults would yield $15 per year, or $1.25 per month.

23 For the particular details surrounding the Blair plan, see UK. Treasury
Consultative Document (2001); for a discussion in U.S. terms, see Broder
(2001).

24 Wilhelm (2001), p. 10.

25 See note 6.

26 For a more detailed discussion of the ideas in this paragraph and the
next, see Ackerman and Alstott (1998), pp. 96-101. For additional argu-
ments on behalf of wealth taxation, see Shakow and Shuldiner (2000).

27 We emphasize that stakeholding alone will not guarantee anything like
true equality of opportunity. Aggressive steps are also required to assure
liberal education for all, to fight racial and other forms of invidious discrim-
ination, and to remedy serious handicaps. See Ackerman (1980), parts 1 and 2.
28 Slemrod and Bakija (1996), p. 179.

29 For a detailed consideration, see Ackerman and Alstott, ch. 5.

30 Van Parijs (1995), pp. 100-102, 113-119.

31 Statistical Abstract (1999), table 1373 (1996 data). France collects a
larger percentage of its revenue in social security wage taxes and in consump-
tion taxes. 1bid.

32 The age distribution of wealth is heavily skewed toward the middle-aged
and elderly. In 1998, households headed by someone under age 35 had
average wealth of just 22 percent of mean wealth, while those 35-44 had
68 percent of the mean. Wealth is highest in the 55—74-year-old age group.
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Wolff (2000), table 10. Younger voters, then, are likely to appraise their
future wealth tax prospects in probabilistic terms. Some, with secure jobs
and good retirement plans, may count on being in the wealthy group
burdened by the tax. But others will take the security of a good start for their
children against the gamble of future wealth.
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