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Whatever Happened to Unearned Income?
At many stages in the advance of humanity, this conflict between the men who possess more than they have earned and the men who have earned more than they possess is the central condition of progress.





--Theodore Roosevelt (1910)

On the eve of the Reagan Revolution, the godfather of neoconservatism, Irving Kristol, made a seemingly obvious point in his book Two Cheers for Capitalism, one that in hindsight is quite striking. He was responding to the view, shared by Hayek, Friedman, and other free-market thinkers then in ascendancy, that morality can play no part in judging economic arrangements. “Since [differentials in wealth and income] are not the effect of anyone’s design or intentions, it is meaningless to describe the manner in which the market distributed the good things of this world among particular people as just or unjust,” Hayek wrote in The Constitution of Liberty. Kristol wondered whether a free society can last if its members “have no reason to believe it is also a just society.” His answer, then, was no. “A society in which power, privilege and property are not distributed according to some morally meaningful criteria” cannot survive long, he believed.
  
Looking around today, one might assume that this hypothesis is largely untrue. To take just one obvious example, what “morally meaningful criteria” reasonably justifies a sevenfold increase in the CEO/average worker pay ratio since 1982? In the 1990s, CEO pay rose at nearly three times the rate of profit increases over the same period, let alone average pay. Thus, this is not even “pay-for-performance.” Even business ethics lies in tatters, with shareholders now routinely bringing lawsuits to recuperate losses due to executive incompetence and fraud. 
Yet this seeming moral decline does not give us a full picture of what is happening. In fact, a deep moral structure persists in how ordinary people view economic differences. The core of this moral outlook on economic relations, evolving since antiquity, is the notion of “desert,” or deservingness. It formally originated with the Aristotelian notion of reward based on merit, which he applied mainly to office-holding. But it also, plainly, has deep psychological roots in real-life exchange patterns, as social psychologists have shown. Today, of course, desert is typically applied to a person’s economic contributions, as economic factors have come to dominate human exchange. One’s desert is what one is due for contributing to a product or service that has economic value. As Kenneth Arrow argued thirty years ago, contra John Rawls’ well-known rejection of desert in A Theory of Justice, the deepest intuition most people have about economic differences is that a person is “entitled to what he creates.” Desert is essentially a “productivity principle,” Arrow wrote—mandating that a person gets back from the economy what he puts into it.
 Ross Zucker describes this approach as a “value theory of entitlement . . . based on a notion of justice as dueness or desert.”

Reversing Desert

Even in the face of growing inequality, desert operates as the default assumption about how things really are, with powerful status quo effects unless people are persuaded that other factors, such as privilege and power, are in fact the norm. It is true that perhaps only some would agree with the simplistic claim, for example, that “Bill Gates's money was made by his own work and effort, and, most of all, by his thinking.”
 But in the absence of any competing desert claim, few would view Bill Gates’s obvious luck (or monopolistic business tactics) as a reason for confiscating his wealth. 
In accounting for economic differences, desert has grown murkier, yet it is still an active norm in many ways. One of the most telling general transformations of recent decades is the reversal of popular desert-based attitudes toward rich and poor. Compare the strong public demand for kicking the “undeserving” poor off welfare to the widespread approval of Bush’s proposed repeal of the estate tax. It is morally wrong to tax unearned wealth if it is inherited, but morally right to deny public assistance to the poor if they do not work. A century ago, desert-based morality was mainly a scourge of wealth and privilege, while poor people were thought to be victims of a plutocratic industrial order rife with unearned wealth. As late as the 1940s, “hatred of capitalism,” Schumpeter noted, was the very byword of respectable society.    
In recent years, welfare liberalism and many of its programs have suffered significant political damage, seemingly ratified by the electorate. As a result, philosophers have begun to revisit the philosophical foundations of the welfare state as set down especially in John Rawls’ monumental A Theory of Justice. In 1992, Samuel Scheffler argued that one of the main pitfalls of liberal policy was its philosophical vulnerability in disregarding ordinary notions of responsibility captured in the idea of desert.
 This vulnerability was most easily exploited in the realm of criminal justice, where social theories of criminal behavior seemed to impute victimhood to criminals alongside what the real victims suffered, thereby depriving some people of justice and denying responsibility in society as a whole. More generally, the rise of tax-financed programs designed (at least in theory) to remedy various private inequalities between social groups or classes was cast, philosophically, as a denial of individual responsibility. Adding fuel to the fire, the redistributive fiscal basis of these programs was deemed to violate desert by transferring presumably deserved market earnings to undeserving public dependents. The extreme political potency of this moral view of anti-poverty programs was crystallized in the concept of the “welfare queen”—connoting a topsy-turvy world where the poor exploit the rich. Robert Nozick famously described redistributive taxation as a type of forced labor, a metaphor stamping market incomes with the moral imprimatur of a fundamental right like bodily integrity—a view he derived from John Locke. Here the rich are not only exploited by the poor but perhaps even enslaved by them. 
The legal theorist Amy Wax is not so extreme in her recent efforts to defend welfare work requirements against basic income proposals, but her emphasis on “reciprocity” amounts to the same thing: welfare without work is wrong because it is getting “something for nothing.” Wax does not explain why morality forgives the idle rich for getting something for nothing while condemning the poor welfare applicant. If the rich pay taxes or contribute some of their unearned money to the economy by consuming or investing, this cannot, in any moral sense, be considered a form of reciprocity justifying their unearned income. Such reciprocity is an effect of inheritance, and, morally speaking, an effect can be no more legitimate than its source.
 The reciprocity of the rich is a moral illusion erected by ownership. 
That desert criteria are routinely invoked to discredit redistributive public programs which benefit low income people is clear enough, but the remarkable historical reversal this entails is not well understood. For at least a century prior to the 1940s, the moral fire of desert was aimed, not mainly at those seeking poor relief, but, in the opposite direction, at the wealthy who earn far more than they deserve. Pinpointing “unearned income” or “increments” in the wealth of industrialists and landowners was a routine task of reformers and popular movements from the mid-nineteenth century up to World War I, with certain survivals beyond. Land-tenure reform and land-tax movements, Fabianism, the New Liberalism, and American legal realism and Progressivism, are just some of the embodiments of this modern desert-based reform tradition. All these efforts shared the fundamental precept, as we will see, that a portion of economic value is externally created by nature or society.
 

It is important to understand how desert evolved in the history of political philosophy to see how it reached that point and was subsequently turned upside down. Since antiquity, desert was tailored by philosophers in a restrictive manner that did not infringe on basic institutions such as private property or slavery. The Roman Emperor Justinian gave desert logical priority in the whole system of justice in the opening lines of his Institutes: “Justice is a firm and perpetual determination to give everyone his due”—his tribuens, or what is owed to him. The Institutes had a limited labor theory of property in the domain of private law, one with a long subsequent history mainly in trespass cases involving misappropriated raw materials. In the natural law tradition, from Aquinas through the early moderns, desert was generally understood as a commutative ideal bearing on private torts and contracts; life-and-death subsistence rights and charitable obligations were the limit of so-called “distributive justice.” 
Thomas Paine was arguably the first major figure to propose anything resembling a redistributive program, and he did so on the basis of a social theory of value, where the poor are supported by the rich in compensation for wealth’s debt to society. This is an important turning point, but until the nineteenth century, it is fair to say that social desert principles were not applied to the distribution of property or wealth viewed structurally or as a system. Locke’s labor-mixing theory of property had expanded the reach of natural rights to the products of labor as a matter of theory long before, of course. But that theory did not gain a foothold in popular thinking until labor began to be systematically commodified and exploited in the early nineteenth century. Despite its ingenious apologetic dimensions in favor of extensive private accumulation, Locke’s labor-mixing theory gave rise, by the 1820s, to a powerful set of natural rights arguments favoring workers and small farmers, broadly known as the labor theory of property. This approach became the basis for the natural rights critique of capital mounted by the Ricardian socialists; for the “producerism” of the first national worker movements; and for the first labor party platforms, beginning with the German social-democratic Gotha Programme of 1875.      
Alongside these labor theories, liberal reformers developed a powerful intellectual tradition around the idea of external value within the private property system. The considerable positive effects of social and natural forces on private accumulation were given serious moral attention for the first time. This took the form of differentiating “earned” and “unearned” wealth on a theory of individual vs. social or natural value. “Wealth created by circumstances,” as Mill put it, was targeted for recovery according to a logic of social or natural desert. By this moral logic, remedies for the victims of private accumulation were born of society’s right to recover a portion of the wealth it helped create. Targeting “unearned wealth” in this sense—meaning naturally or socially created value unfairly captured by private entitlements—had a degree of logical authority reaching back to David Ricardo’s explication of differential land rents due to population growth and trade policy. John Stuart Mill added wealth transfers to land rent in the category of “wealth created circumstances.” He argued that society is justified in taxing such wealth, because “[t]his would not properly be taking anything from anyone.” Wealth accumulating “in one’s sleep,” as he famously put it, is properly viewed as an object for social re-allocation. 
Implicit in Mill’s justification of wealth-transfer and land taxes was a social theory of economic value. This would prove to be much more influential, at least in the West, than the labor theories of property and value successfully targeted by marginalist economics at the end of the nineteenth century. Spurred by the international success of Henry George’s Progress and Poverty, the land tax movement of the decades prior to World War I was the primary political embodiment of this social value theory. Its popular appeal undoubtedly grew out of the intuitive desert logic it marshaled against the landed gentry. One of the most important political expressions of social desert theory, in turn, was Lloyd George’s “People’s Budget” of 1909, a founding document of the modern welfare state. George’s famous Limehouse Speech, defending the budget’s land-tax proposals against attacks emanating from the House of Lords, made a concrete case for society’s right to appropriate wealth created by circumstances as its due:    
Not far from here, not so many years ago, between the Lea and the Thames you had hundreds of acres of land which was not very useful even for agricultural purposes. In the main it was a sodden marsh. The commerce and the trade of London increased under Free Trade, the tonnage of your shipping went up by hundreds of thousands of tons and by millions; labour was attracted from all parts of the country to cope with all this trade and business which was done here. What happened? There was no housing accommodation. This Port of London became overcrowded, and the population overflowed. That was the opportunity of the owners of the marsh. All that land became valuable building land, and land which used to be rented at £2 or £3 an acre has been selling within the last few years at £2,000 an acre, £3,000 an acre, £6,000 an acre, £8,000 an acre. Who created that increment? Who made that golden swamp? Was it the landlord? Was it his energy? Was it his brains – a very bad look out for the place if it were – his forethought? It was purely the combined efforts of all the people engaged in the trade and commerce of the Port of London – trader, merchant, shipowner, dock labourer, workman, everybody except the landlord. Now, you follow that transaction. Land worth £2 or £3 an acre running up to thousands. 

During the time it was ripening the landlord was paying his rates and taxes, not on £2 or £3 an acre. It was agricultural land, and because it was agricultural land a munificent Tory Government voted a sum of two millions to pay half the rates of those poor distressed landlords, and you and I had to pay taxes in order to enable those landlords to pay half their rates on agricultural land, while it was going up every year by hundreds of pounds through your efforts and the efforts of your neighbours. Well, now, that is coming to an end. On the walls of Mr. Balfour’s meeting last Friday were the words: ‘We protect against fraud and folly.’ So do I. These things I am gong to tell you of have only been possible up to the present through the fraud of the few and the folly of the many.  

It is not hard to understand why such reasoning had an impact on ordinary people: rising land rents were not only undeserved, but literally made people pay for a value they themselves created. Some economists perceived the important theoretical implications of society’s role in creating value. Edwin Cannan thought it necessary to separate current investment from inherited capacity, lamenting that capital was “unduly glorified” and “has been allowed to usurp the place which should be occupied by the heritage of improvement.” Interestingly, he also urged a theory of capital accumulation working “backward” from society to the individual rather than “outward” from individuals to society—shifting the locus of value from capital accumulation to cumulative or residual proficiency, especially in the form of knowledge and organization.
 
While Cannan drew no normative conclusions from this regarding wealth and income distribution, many other thinkers did. L.T. Hobhouse was perhaps the most persuasive exponent of the view that a significant portion of wealth is socially created and so by definition should be considered a type of social property. In his famous 1911 treatise Liberalism, Hobhouse defended redistributive taxation as a method of justice:

The true function of taxation is to secure to society the element in wealth that is of social origin, or, more broadly, all that does not owe its origin to the efforts of living individuals. When taxation, based on these principles, is utilized to secure healthy conditions of the existence to the mass of the people it is clear that this is no case of robbing Peter to pay Paul. Peter is not robbed. Apart from the tax it is he who would be robbing the State. A tax which enables the State to secure a certain share of social value is not something deducted from that which the taxpayer has an unlimited right to call his own, but rather a repayment of something which was all along due to society.

Theodore Roosevelt took on the Republican establishment in 1912, wielding desert theory against corporate power. Although pitched mainly toward trust-busting, Roosevelt’s Bull Moose platform also included social insurance proposals. His famous “New Nationalism” speech in Ossowatomie, Kansas, set the stage in 1910: “At many stages in the advance of humanity, this conflict between the men who possess more than they have earned and the men who have earned more than they possess is the central condition of progress,” he argued. Roosevelt’s view was notably different than that of the more generous robber barons, such as Andrew Carnegie, who disparaged inheritance simply as a corrupting force and saw great wealth as having philanthropic obligations to the poor, but not by any social right derived from society’s role in creating wealth. Roosevelt, in contrast, took a “proportional benefit” view, familiar from tax law. Taxing great fortunes was not a matter of obligation to the poor, but of concrete indebtedness to society for its significant contributions to private accumulation. When Franklin Delano Roosevelt later sought to raise corporate income taxes to help finance the New Deal in 1935, he argued, like Cannan and others (especially Veblen), that the cooperative powers and economies of scale at the heart of modern industry are a vast social inheritance. Private wealth, he believed, was indebted to this inheritance and should repay this debt to society: “The vast concentrations of capital should be ready to carry burdens commensurate with their powers and their advantages,” he told the Congress. With these powers and advantages comes a “movement toward progressive taxation of wealth and of income,” because modern wealth is created, he argued, from below—by “the growing diversification and interrelation of effort which marks our industrial society.” It does not come from “individual effort,” but rather “from a combination of individual effort and of the manifold uses to which the community puts that effort.”
Reacting in part to the political threat of this type of social or external value theory, some early marginalist economists, led by John Bates Clark, developed what George Stigler later called a “naïve productivity ethics.”
 This theory held that, in a perfectly competitive market, all who contribute to a product receive a factor payment that is exactly proportionate to their contribution, and so just on the principle of desert. This “natural law of distribution,” Clark intoned in his 1914 book Social Justice without Socialism, leads to a “fair division of products between employer and employee,” and thereby guarantees the “moral redemption of the economic system.” Frank Knight was among the first major economists to discredit this theory, explicitly countering that the distribution of income among contributors to a product can have no ethical significance because, whether laborer, capitalist, or landowner, luck and inheritance determine one’s marginal contribution far more significantly than effort or any other characteristic that could qualify one as deserving of what they get.
 
Later conservative luminaries would take an even harder line against naïve productivity ethics, perhaps being aware of how the tables could be turned. Hayek said that the idea of economic desert threatens freedom by introducing value judgments into the “spontaneous order” of market exchange. In the late 1970s, Milton Friedman editorialized against President Carter’s oil windfall profits tax, arguing that the whole private property system was threatened by this one example of a social theory of value. Carter proposed to tax away American oil profits arising from the four-fold increase in global crude prices engineered by OPEC in 1973 and 1974. Friedman understood the important reform legacy behind such ideas, noting with horror the “subversive” argument, stated directly in a White House report, that oil companies “have no equitable claim to that enhanced value because it is unrelated to their activities or economic contributions.”
 This type of rent theory had potentially much wider application. The whole spectrum of private accumulation, Friedman knew, is rife with value that no one produced and income that no one earned. Any tax system embodying the principle of desert would have the vast portion of national income at its disposable.   
Friedman followed the line of the robber barons (and his younger contemporary Robert Nozick) in opposing the very notion of windfall profits. “When a man has accumulated a sum of money within the law, that is to say, in the legally correct way, the people no longer have any right to share in the earnings resulting from the accumulation,” John D. Rockefeller had said. This type of elite appeal to desert, once an object of popular scorn, has a murkier effect today. Recent decades have shown that people often support tax cuts that not only do not benefit them, but actually cause them harm by constraining public programs which do benefit them. “It doesn't matter who you are . . . you are better off now than you were before the tax cuts,'' a Republican spokesman recently said in response to a report showing that fully one third of President Bush’s tax cuts in his first term went to the top 1% of households. This appeal to “unenlightened self-interest,” as one critic has termed it, is built soundly on desert notions, even if the distributive results turn desert upside down—by increasing the wealth of people who already have far more than they deserve. Whether desert’s powerful stronghold in popular opinion can be “turned right side up” is an important political question at this time in our nation’s history. 

Like Friedman, Hayek, Nozick, and other free-market conservatives such as Richard Posner, John Rawls argued that market outcomes cannot be judged or defended on the basis of desert. The predominance of social and natural factors, none of which can be said to be deserved by anyone, renders market allocations morally arbitrary from the standpoint of desert. Unlike his conservative counterparts, of course, Rawls imputed a redistributive social prerogative from the absence of an individual moral right to market incomes. However, he did not defend this societal prerogative on moral grounds. Rather, he found this to be the case as a matter of self-interested agreement once social and genetic advantages, being morally arbitrary, are factored out. Rawls’ famous difference principle—that inequalities are legitimate only if they are to the greatest possible advantage of the worst off—is essentially an insurance principle, a rule of mutual indemnification against the randomness of market allocations. Although some critics suggested that Rawls’ contractarian argument underestimated people’s propensity for risk, it is his foundational argument that market incomes are morally arbitrary to begin with which attracted the most attention and, more recently, has even come under attack from the left. 

We have already discussed the right-wing attack on welfare programs, and how, in emphasizing desert, it implicates liberal philosophy in the downfall of redistributive public policy. Although this attack relied heavily on elite institutions such as think tanks and national media outlets, it also drew on popular support in suburban and rural areas where taxes have a relatively high marginal impact on income and where the government’s social benefits are not as apparent as they are in more concentrated urban areas. Scheffler asks us to consider what this popular support potentially tells us about the philosophical assumptions of the besieged liberal model and how they correspond with people’s intuitive standards for judging economic differences. He places a spotlight on the “absence of desert criteria” in the liberal model of justice as its main vulnerability. It seems that liberalism does not pay any attention to people’s contributions or effort. It does not take seriously the idea that a person is somehow entitled to what he creates. And it ignores the possibility that social policy should respect this standard above other considerations such as general welfare or shared humanity. 

Another View of Desert
Rawls and other liberal egalitarians rejected desert on the basis of unexamined economic assumptions—namely, a theory of value resting on methodological individualism. However, what if these assumptions about economic value are mistaken? Ross Zucker has begun to push the debate in this direction by focusing on the potential moral significance of social interdependencies in the market process. The social formation of consumer preferences, in a conventional economic model where consumption helps determine value, may warrant a social entitlement to a portion of total income, for example. Profitability traceable to “economic community,” or the effect of cooperation over and above the contributions of particular factors of production such as labor and capital, may likewise be subject to a common entitlement of some institutional type. Paradoxically, Zucker argues, it was precisely in rejecting the “contribution principle” that Rawls may have failed egalitarianism. Essentially, he was trapped into rejecting desert by the individualistic assumptions of neoclassical value theory. If Rawls and other welfare liberals had more seriously considered “the impact that each person has on the formation of other persons’ economically creative capacities and attributes, and the contribution made by cooperation considered as an irreducible factor of production and economic creation,” as Zucker describes it, the last thirty years may have seen a somewhat different debate about redistributive public policy—a debate between competing desert moralities, social vs. individual, rather than one pitting the intuitive appeal of desert against abstract welfare principles of the Rawlsian or humanistic type.  
Zucker’s reconstruction of desert ethics on a foundation of microeconomic interdependency argues that people are morally due redistributive shares for their role in the collective creation of value, whatever the situation people might agree to when shorn of morally arbitrary advantages. Another desert-centered model, known as “left libertarianism,” espouses a partial form of egalitarianism based on a distinction between personal resources (such as a person’s unique talents and some portion of related earning power) and external or natural resources which lie outside human agency but are integral to the creation of value and wealth. This approach is “libertarian” in ascribing to the Locke-Nozick thesis of “self-ownership” of the fruits of personal endowments, but draws a line against self-ownership where external endowments contribute to personal fruits. 
As with Zucker’s work—and likewise in contrast with Rawls, although on a different basis—the left libertarian approach could be said to harness desert “against the grain,” that is, for egalitarian goals. We have already mentioned some of the intellectual precursors to the left libertarian approach, with its concept of external value. My own work in this area, which I am currently undertaking with Gar Alperovitz of the University of Maryland, focuses on the economic effects of technological and cognitive development, viewed jointly as a cumulative social inheritance. This probably falls into the left-libertarian category of distributive ethics—but with significant qualifications that overlap with Zucker’s insights and point to serious limitations in the left-libertarian conceptual strategy surrounding external resources. 
Our technological inheritance is far more significant today, as a portion of total economic value, than natural resources. And unlike natural resources or, for that matter, human effort, technology and knowledge evolve and grow, both extensively (as an increasing stock) and intensively (in terms of effectiveness). If the impact of technology and knowledge grows over time, so, therefore, does their significance for distributive justice, once we recognize their moral status as a common source of value. Normatively speaking, this becomes extremely interesting when you consider the fact that, as Robert Solow first demonstrated in the 1950s, the vast portion of U. S. economic growth in the twentieth century (perhaps 80%) is attributable to technological progress, understood as a “residual.” Capital provision, labor input, and natural resources merely build on this technological residual.
 Now, egalitarian liberals do not typically pay any attention to economic growth, but the issue of growth is important if we believe that external value has moral implications. Growth is the engine of the prosperity that has made redistributive ethics possible today in the United States, and the main source of growth is technological advance, a type of inheritance. William Baumol has strikingly argued that nearly 90% of current GDP “was contributed by innovation carried out since 1870.” Even the “steam engine, the railroad, and many other inventions of an earlier era,” he argues, “still add to today’s GDP.”
 Yet there has been no serious attempt to investigate unique characteristics of technology or cognitive development that could influence the scope and bearing of distributive justice. 
Among leading economists, only George Akerlof has addressed the moral problems that arise if we take the residual nature of economic growth seriously. Commenting on Baumol’s innovation data, he writes that “Our marginal products are not our own,” and “our current standard of living” is something we “owe” to the past. Economic output in any given year or period, in other words, is largely the result of past advances and their cumulative effect over time, not current effort or contributions. This may be obvious, on reflection, but that is no reason to doubt it has moral significance. The share of private value attributable to technological inheritance, evolving against a more or less static material baseline of human and natural endowments, grows larger over time by definition. So, therefore, does its moral significance as an inheritance. Manna from heaven, the Bible teaches, does not replace distributive justice so much as point the way toward it. It should not be any different if the “the fruits of . . . current labor or. . .current savings are due almost entirely,” as Akerlof concludes, “to the cumulative process of learning that has taken us from stone age poverty to twenty-first century affluence.”
 
Interestingly, this point was made by a number of institutional economists and progressive rent theorists before the advent of real economic growth, in something quite like the biblical sense of manna from heaven. Edwin Cannan’s argument that capital’s “heritage of improvement” is much more important than any provision of capital in a given year or period is suggestive of a residual force like fertility. It is an important insight, one that is richly verifiable empirically, and yet, left more or less stranded by moral theory all these years except in isolated cases. Virtually every machine is endowed by a heritage of concepts, design, innovation, and materials science, but this endowment has never been thoroughly investigated as a question of external value or social desert. Friedrich List, Thorstein Veblen, and Clarence Ayres were among the key exponents of the idea of technological inheritance in one way or another. For them, this cast obvious doubt on any “naïve productivity ethics”; at the same time, however, it did not elicit any systematic justification of a social right to wealth. Such a right was often simply implied in their attacks on private wealth. Edward Bellamy, for example, pointed directly to the desert implications of external value in his 1890 article “What Nationalism Means,” published in The Contemporary Review: 

All that a man produces today more than his cave-dwelling ancestor, he produces by virtue of the accumulated achievements, inventions, and improvements of the intervening generations, together with the social and industrial machinery which is their legacy. All these, of which the sum is civilization, are the common inheritance of the race, the capital of society. Its elements have not descended to us by any individual or traceable line, and cannot be claimed by any individual, but only by a common and social title. For the heritage of civilization the individual is the debtor of mankind; for its use humanity is his creditor; to it he has no claim save under perpetual tribute of social duty. Nine hundred and ninety-nine parts out of the thousand of every man’s produce are the result of his social inheritance and environment. The remaining part would probably be a liberal estimate of what by “sacred justice” could be allotted him as his product, his entire product, and nothing but his product. 

You can see Bellamy’s attempt here to push the moral logic first endorsed (at least notably endorsed) in Mill’s Principles, where he argued that the “‘sacredness of property’ . . . does not belong in the same degree to landed property. No man made the land. It is the original inheritance of the whole species.” Natural endowments and important public externalities such as transport, electrical, and waste systems have received a type of moral treatment as “public goods,” justifying regulation or taxation of one kind or another. Yet technological progress has fairly languished in the evolution of external value theory, as a ground for redistributive public policy. It is rarely even mentioned, let along systematically investigated, in left libertarianism today, for example. In part this reflects a deeper problem in the left-libertarian conceptual strategy, at least as represented by prominent exponents such as Philippe Van Parijs and Hillel Steiner. They have adopted a strategy of broadly gesturing toward the role of external resources, but with no detailed study of how this aspect of economic life has, in fact, evolved significantly in the last two centuries and possibly been altered, thereby, as a ground for moral claims. 
An idealized approach to resources is a failing strategy in my view, because it more or less presumes the very thing that needs to be explained if there is to be any chance of people acceding to a basic income or any other redistributive effort derived from egalitarian resource principles. In 1820, it was fairly easy to frame a distributive argument against rising land rents by invoking the theme of land being a common treasury. The religious perspectives on this, by themselves, were so deeply ingrained that Locke and other proponents of private property were forced to rigorously recast them, as is well known. Today, however, there is no residual cultural pull in this direction at all. A person who turns on a faucet or a kitchen light thinks nothing of the external value contributed by nature and public infrastructure to such utilities. The natural and social subsidies underlying the low price of these goods today is of no moral significance in most people’s view of the economy.    
In Real Freedom for All, Van Parijs notably rejects the idea of technological inheritance as a common asset in the framework of basic income. In setting aside technological inheritance, however, he excludes the most powerful current reason for redistributing wealth and income. In part, this problem is due to his broader conceptual strategy rather than any mistaken view of technology. Indeed, he recognizes the importance of technological inheritance, but rejects it as unsuitable for the pool of common assets on which basic income, in his view, might justifiably draw. This boils down to the compensatory logic at the heart of left libertarianism: that a portion of the economic value people secure through the market or other legal mechanisms is owed back to other members of the society as “rent” for the use of common assets. The activity or phenomenon in moral question here is private appropriation from a commons. The point of the theory, of course, is to focus people’s attention on external value within private accumulation, as a ground for morally justifying basic income. But this type of argument can be more or less effective depending on how it is framed. 
Van Parijs argues that technological inheritance is not a common asset for the purpose of redistributive ethics because it is not scarce. It is not depleted through appropriation and therefore does not trigger any redistributive claim. This conclusion, however, is only as sound as its assumptions about how redistributive claims come about. Van Parijs and other left libertarians hold a rather conventional view with roots in the natural rights tradition reaching back to the Bible: it is a question of compensating others for the private use of common resources. However, this view of external value—with its precept of inert natural resources—is about two centuries out of date, according to economic growth theory. The moral implications of the fact that a person born today is eight times more productive than his social counterpart even a century ago cannot be understood as a question of “appropriation,” as would apply to, say, the use of fossil fuels both then and now. Technological development and, closely related, cognitive evolution, are constitutive features of economic growth. They are not “resources” in any conventional sense, yet, morally speaking, they are a common or residual source of value. It is difficult to see how the predominant source of economic growth over the last century can be excluded from distributive justice if it has characteristics of a common asset. The conclusion that technological progress grounds no moral claims because it cannot be depleted rests on a faulty moral logic, one that ignores the difference between creative common assets and inert natural resources. The vast share of external value in our economy today comes from intangible assets, mainly in the form of collective knowledge. The moral question, here, is not a matter of depleted resources so much as collective contributions. It is a question social desert for these contributions—as Paine, Mill, the Roosevelts, and many others long ago made clear. Distinguishing personal from natural resources is less relevant today than recognizing collective creativity. From that standpoint, redistributive claims are triggered not by private appropriation of a common resource–that is not what is happening with technology and cognition—but by collective contributions to private value. The fact that technology is not depleted in contributing to private value, like other common resources, is irrelevant if it is, indeed, a contribution to value of some definable type. How to so define technology’s evolving economic impact is an important question for distributive justice. 
By focusing on those aspects of external value born of collective human agency, egalitarian ethics can avoid the Lockean pitfalls exploited by Nozick and others. The flow of moral obligation in the left-libertarian view, namely, hinges on an understanding of the commons as something inert—non-contributory. But as Van Parijs surely recognizes, technology evolves through a type of human agency, cooperative agency, as distinct from mere non-agency as is the case with, say, mineral reserves. Technological evolution is a common asset, but it is morally distinct from any natural asset. Understanding this requires a theory of social desert, in the sense so plainly despised (and feared) by free-market conservatives like Hayek and Friedman.     
A Future for Social Value

Frank Knight argued that inherited advantages disqualify market incomes from 
any moral legitimacy based on desert. But unlike Rawls, who finally rests his classic argument on an insurance motive, Knight pushed the moral point further in arguing that “[f]rom the standpoint of absolute ethics, most persons will probably agree that inherited capacity represents an obligation to the world rather than a claim upon it.” Inherited capacity represents an obligation to the world. The left-libertarian view would appear to agree with this, at some level, by charging “rent” for the use of natural resources; or more precisely, by taxing away that portion of individual income and assets owed back to society for the use of non-agent sources of value—ranging from natural resources and public infrastructure, to Van Parijs’s concept of “job rents” attributable to “non-Walrasian” (non-clearing) labor markets.
 
Van Parijs writes that the “positive legitimate level of basic income . . . is determined by the per capita value of society’s external assets and must be entirely financed by those who appropriate these assets.” What remains to be seen is precisely the value of society’s external assets, and, in consequence, whether enough wealth and income is available, justifiably, to finance a basic income for all. What is morally at issue here—the whole argument really rests on this—is the fact that a significant portion of what the market allocates to individuals depends on, or derives from, common resources. The great moral edifice of desert, reciprocity, and entitlement arrayed against social welfare spending all these years falls to pieces once you account for the role and value of external assets in creating private wealth. That much cannot be denied in theory unless you reject desert as a distributive norm, as indeed most conservative economic thinkers do—in  contrast with many of their conservative political followers. From a standpoint of public opinion (and political change) this seems to me to be the crucial point—the one that really neutralizes the charges of “free-riding” and “forced labor” at the heart of the attack on the welfare state. Yet this is precisely where Van Parij’s case falls flat, with the bulk of his argument aimed at stipulating the conditions of “real freedom” against a range of alternative redistributive schemes. It seems obvious that, to the ordinary voter, the nuances between different redistributive schemes are only important if it is clear that there is sufficient ground for questioning people’s entitlements to their pre-tax incomes in the first place. Until the moral barriers to accessing private income are systematically lowered, the egalitarian distinctions between cash and in-kind assistance or between basic income and stakeholder grants will fall on deaf ears. Thoroughly investigating the role of external value is a critical dimension of this. But the role of technological development, in particular, should be reconsidered in light of a theory of non-inert, collective-agent resources.         
Some laissez-faire reasoning sheds light on the prospect of morally leveling private incomes by this stratagem. By my reading, as should be clear by now, the normative appeal must go beyond the notion of brute luck and natural assets toward a focus on social contributions and desert. More reflective conservatives fear the idea of desert when applied to the market, even as conservative pundits routinely exploit popular adherence to the idea in their attack on the welfare state. Legal theorists especially, for example Richard Epstein, Richard Posner, and Amy Wax, are clearly fascinated by a progressive Lockeanism that gives people their economic due, on the one hand, while taking some of it away, on the other, by factoring out that portion of value due to social and natural contributions. These libertarians do not deny the obvious point: very little of what the market allocates to people can to be said to be “earned” in any morally meaningful sense. How far one goes toward removing even personal earning power, as a mixed product of birth, social circumstances, and effort, from the realm of legitimate desert, is an interesting debate within liberal philosophy. Moreover, virtually all egalitarian philosophers agree that an incentives and efficiency bar, properly measured, should be applied against redistribution even where morality might permit more. 
Hayek believed desert to be inimical to freedom, which he equated with what the market does in recognizing value. His extreme neo-Burkean version of evolving exchange, or “catallaxy,” is Kristol’s worst nightmare of moral disengagement. Richard Epstein, on the other hand, takes desert very seriously, seemingly spurred, despite his own extreme libertarian views, by the social legitimacy concerns invoked by Kristol and other neoconservatives with a stake in politics. In a widely circulated paper on intellectual property rights, Epstein acknowledges aspects of the egalitarian critique of desert-based justifications of market outcomes, referring to Rawls famous treatment of personal talents as a common asset. He further emphasizes, as Rawls did not, the moral problem for property rights presented by the obvious facts of productive interdependency; however, his Lockean acknowledgement that copyright cannot ignore the “cultural commons” casts the problem too narrowly: all production draws from stocks of knowledge, techniques, and ideas evolving on a larger social scale. 
Epstein’s answer to productive interdependency is a stunning admission of moral failure on the part of libertarians, and, in my view, it is a key to the future of distributive justice as a political ideal. “The strongest opposition to the idea that individuals do not deserve to own their own labor,” he states, “comes . . .  from this simple question: if I do not deserve the fruits of my labor, genetic endowments and parental endowments, then who does?”
 He is arguing, in other words, that undeserved economic differences remain in force, by default, as it were, simply because there is no way of justifying social reallocation on the basis of desert. If there were, he implies, redistribution would be just. Mind you, this is the “strongest” answer to those who correctly argue that market outcomes are largely undeserved. Like his egalitarian opponents, he is apparently unconvinced by Nozick’s procedural response. Yet, how much “stronger” will this answer have to be, one should ask, if Rawls’ birth lottery is just the beginning of desert’s demise as a barrier to redistribution, for example if the benefits of cooperation, or the full value of external resources, were accounted for as a portion of created value. 
The key point is this, however: Epstein’s confidence in holding the door open to desert-based reallocation rests on a mistaken theory of economic value—methodologically individualist. He is caught in a web of his own making. Desert presupposes a contribution to value, but there is nothing in the theory of desert that strictly limits the basis of rewards to individual contributions. Paine, Mill, George and many of other progressive rent theorists clearly assumed otherwise: social title to unearned wealth was morally self-evident to them, as a matter of society’s creative force. This is admittedly more obscure today, philosophically, but the malleability of desert across a range of agencies can be seen in many places. Successful sales teams and research teams receive joint rewards within the firm as a matter of desert. A New York City middle school receives a $100,000 operating grant from a foundation for achieving the highest average scores in statewide testing. Economic desert, of course, is triggered by a contribution to exchange value. But interdependent economic contributions are no less deserving than allegedly marginal ones, just as rewards are available for school or team achievements no less than for individual ones such as winning a spelling bee. As Zucker writes, “An activity can qualify as an economically creative action if it contributes to the creation of the value of commodities.”
 He argues that consumers are entitled to a share of the value of commodities as individuals, but as a consequence of their social agency. It is their social agency as consumers—formed from the interdependent (and thus equalizing) quality of their preferences and habits—that lies at the basis of their individual deserts.          

To my mind, this question of accounting for non-individual value lies at the crux of a successful liberal justification of basic income or any other redistributive policy. This is in part a question of adjusting value theory to the real nature of economic processes. Epstein, a radical individualist, does not realize the door he has opened with his amoral “default” logic if a social theory of value supplants the neoclassical model on which he relies—a process that is in fact long underway in economics and may eventually take hold in politics. A social theory of value disrupts the amoral default logic which, in Epstein’s view, sustains systematic inequality in the absence of legitimate social desert claims. If we agree with Kristol that moral persuasion can generate large-scale political change, a lot potentially hinges on this void. 
The popular disposition for reactionary cultural explanations of economic problems, resurgent today, is historically malleable. In the past, economic populists were led by a Christian fundamentalist, William Jennings Bryan. Where individualism lays traps of “unenlightened self-interest” at every turn, it is possible to refocus the debate with a theory of social desert. It took more than a century to establish the welfare state, and this would not have occurred without theories and platforms that articulated the moral collapse of laissez faire capitalism while, at the same time, proposing remedies for its obvious social collapse. In some ways, the moral task is the same today, even if the political transformation we need will be different. Verifying and articulating a social theory of value, I believe, is the chief ethical task at hand. I conclude by recapitulating a view of this task that emphasizes cognitive evolution.             

Cognitive Evolution: the Ultimate Common Resource

Zucker’s ethical treatment of economic interdependencies has taken important steps in the direction of social value, and gone right to the heart of the matter in microeconomics. This effort suffers, however, from latent deficiencies in the theory of external resources, in particular regarding technological progress and cognitive evolution, as I have argued. These aspects of our economic life intersect substantially with the features of microeconomic interdependency Zucker highlights; and yet, at the same time, they exhibit evolutionary characteristics that place them in the macro-realm of economic history and long-term growth. Cognitive evolution, especially, must be integrated into a theory of social desert and entitlement. This is nothing new philosophically, but it is dormant politically. Distinguishing personal and natural resources is far easier, perhaps. But this distinction is less relevant in a world where intangible assets are the main source of value. 
It is a curious feature of the current debate that so much rests on the idea of external resources, yet so little is apparently understood about them. Typically, a fleeting reference to land or to an important mineral suffices to denote the vast realm of potentially redistributable wealth above what individuals (or firms) may rightfully be said to have earned. I will leave aside the obvious point that few resourcist egalitarians seem inclined to make any kind of inventory of our natural assets, let alone a comprehensive financial assessment. Presumably, that work can be done by others if and as the policy debate reaches a stage where real numbers are needed. Far more troubling, however, is the implicit tendency to conflate natural and non-natural external resources—especially as the latter, in fact, contribute far more to current wealth. By non-natural external resources I mean, primarily, technological progress and cognitive evolution. Among other things, the sharp distinction between personal and natural endowments, encapsulated in the concept of appropriation, breaks down when considering the role of non-natural resources. The reaffirmation of “self-ownership” in certain strands of egalitarian philosophy, I would argue, rests in part on an outdated understanding of how resources generate value. It is as though we are still in the agrarian world of John Locke’s “Of Property,” where, more than anything else, he sought to justify capitalist enclosures of the common lands.
 That type of appropriation is less relevant for understanding the role of external value today, at least within industrialized countries. These issues are especially problematic if we recognize that advances in knowledge are not only the main form of external value—compared with, say, mineral reserves—but in fact the main source of all value—between seventy and ninety per cent of GDP in given year or period. This is, of course, from the viewpoint of economic growth theory, not philosophy. But it cannot be ignored by philosophy if philosophy is to have anything to say about economic redistribution, which is made possible by growth. If the role of knowledge in economic growth tells the economist that our marginal products are not our own, as George Akerlof, Herbert Simon, and others have recognized, what should it tell the philosopher of distributive justice? 
The cognitive theorist Merlin Donald argues that human beings operate within a vast web of “external memory,” and it is this, the growth of external memory, that differentiates proficient modern societies from all of human history that came before.
 Linked with the explosion of technical progress that began in the late eighteenth century, the development and increased functioning of external memory is a crucial element in the human conquest of diminishing economic returns, which is in turn the defining feature of the prosperity we wish to redistribute today.  
I can only provide an outline of this issue here. Essentially, external memory refers to knowledge stored in symbolic devices. As Donald argues, the vast portion of human knowledge now resides in external memory. Human beings are basically no more intelligent today than they were 1000 years ago or even 10,000 years ago. What is different now is that our neurological endowment is leveraged by a vast external memory system. It is conceivable, of course, that external memory “might be seen as just another term for the culture of civilization within which individuals exist,” but this does not sufficiently describe the symbiotic role of external memory in cognitive functioning. Psychology, methodologically biased toward the individual, has no theoretical framework capable of comprehending the operation of external memory; but, as Donald argues, computer science does have such framework—namely, the theory of distributed communication, or networks. Modern human beings and computers share a common memory system: “individuals in possession of reading, writing, and other visuographic skills thus become somewhat like computers with networking capabilities.” As data accumulates beyond what any individual (like any single computer) can master on its own, “the system becomes by far the greatest determining factor in the cognitions of individuals.”
 The locus of cognitive development is not the individual but external memory. This is nothing like a natural resource: a person cannot “appropriate” something with which his own cognitive functioning is essentially symbiotic. There is no fixed boundary between sources and products, inputs and outputs. 

Individual mental activities are symbiotically grafted into external memory, and “no account of human thinking skill” can ignore this qualitative change in the “architecture” of cognition. The “individual mind,” Donald concludes, “has long since ceased to be definable in a meaningful way within its confining biological membrane.”
 Of course, when Locke devised his theory of self-ownership, he too was plugged into external memory, for example the Book of Genesis. Long before Locke, one can see the beginnings of external memory in bibliographic systems. And much later, Francis Bacon proposed a model for institutionalizing external memory in The New Atlantis.  
Economic historian Joel Mokyr has no doubt that when growth economists speak of “advances in knowledge,” this must be understood as “collective knowledge,” created mainly through storage and retrievable processes rather than acts of individual intelligence.
 What does this collective knowledge tell us about “self-ownership,” as a ground for desert, in a knowledge-based economy?  If nothing else, it tells us that the definition of the self must change if desert is to having bearing on its claims. In the communitarian critique, for one, interdependency and shared cultural formation shifts the ground of entitlement from self-ownership to the common good, subordinating individual desert. This critique could inform a social theory of value as we demonstrate that an increasing share of total economic value derives from common assets, mainly social and cognitive. Alternatively, we could eliminate desert from our consideration of economic differences, as honest conservatives have done since the days of John Bates Clark. Finally, the ground of entitlement can change to reflect the shifting magnitudes of social and individual value. When Margaret Thatcher said that “there is no such thing as society,” this was not simply a droll Tory aside. It was like Marie Antoinette’s “Let them eat cake”—the distillation of an entire worldview. Earlier reformers were better able to tell the Thatchers and Epsteins of their day how society, in fact, exists, and further, why society has a right to reallocate income, especially unearned income. It is relevant that the common creation of value those reformers saw at work has only increased with time. The social entitlement to wealth is likewise enhanced.   
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