Why Taxes Should be Much, Much Higher: BIG, a More Complete Capitalism and Inverted Marxism
The thesis of this paper is that each citizen has a share of bountiful wealth bequeathed by our ancestors. This wealth, if properly managed, should generate an income to the tune of at least $10,000 USD per year per U.S. citizen. Even the penniless, shoeless, homeless person is entitled to this income. The reason that many don’t receive a dividend from this wealth is that it is unfairly managed at present. The current system steals from the poor and gives to the rich. 
1. Is BIG a compromise between Capitalism and Socialism? 
Here is an unremarkable scene: Two very expensive cars, known for their “fine German Engineering” and worth three times the average U.S salary, pull up on a downtown street. Their well-dressed owners exchange some good-natured ribbing about the short-comings of each other’s vehicle as they enter the most expensive restaurant in town. On the same street, two homeless persons beg for change. One holds up a sign indicating that he is a U.S. veteran, down on his luck. The scene is completely unremarkable in the sense that we have all seen it: variants of it are all too common in the U.S. and many other advanced industrialized nations. Yet, for those of us with egalitarian or socialist leanings, the scene is incredible: How can these four persons on this stretch of public road all be citizens of one and the same community of persons? Perhaps some differences in wealth are justified, but what could possibly justify such an extreme distribution of wealth? From this vantage point, the scene seems almost surreal.
From the point of view of capitalism, the scene is a triumph of distributive justice: the capitalist market rewards the talented and hardworking while it fails to reward the untalented and the lazy. The capitalist vantage says: our expensive car owners almost certainly must be hardworking and talented; our homeless persons must be untalented, lazy or perhaps both.
An idea that has waxed and waned for some time is that of a Basic Income Guarantee (or BIG for short).
 The name explains much: the idea is to guarantee every citizen in the country an unconditional income sufficient to meet some minimal threshold. Different levels of support have been suggested: I will explore below the idea that the level might be at $10,000 per citizen. On the face of it, BIG sounds like a compromise. It would not be anywhere near the level of economic equality sought by many egalitarians and socialists—neither in theory nor practice would it require of our two capitalist heroes that they forfeit their fine German engineering—yet it would do much to stem the worst excesses of unrestrained capitalism. It would, for example, help the economic situation of the homeless veteran and his downtrodden compatriot. 

Perhaps in the political arena the idea could be sold as a compromise. BIG has had support, for example, from hardnosed capitalist theorists like Milton Freedman and political conservatives like Richard Nixon.
 Philosophically, it seems that BIG would require yielding ground by both sides, perhaps too much ground. For many socialists it may seem to concede too much to capitalism; and for many capitalists, too much concession to egalitarian or socialist redistribution schemes. 
I have described what I take to be a familiar philosophical and political impasse. I will argue this description is incorrect: there are good capitalistic reasons for thinking that citizens are entitled to BIG. The present economic distribution is a truncated or hybrid form of capitalism: it is a mixture of capitalist and socialist elements. Furthermore, the present chimerical distribution scheme favors the rich. A more thorough capitalism, I will argue, requires citizens be provided a BIG dividend. The argument stems from lessons learned from Marx’s critique of capitalism, to which we now turn. 
2. Marxism 

Let us suppose you are held up at gunpoint by an honest thug who says: “Your money or your life.” Do you have a choice in this situation? Yes, in one sense: you really can choose between your money and your life. (Let us assume that you have good reason to believe the thug will not steal from your dead body). But you don’t have a choice about whether you are subject to the coercion of the thug. In other words, you have a free choice within this coercive relationship imposed by the honest thug, but you don’t have a free choice about adopting the coercive relationship. 
Marx said similar things about capitalism. In a capitalistic economy workers are free to take a job offer from another employer. In important respects, then, capitalism offers economically lower classes more freedom than earlier economic systems, e.g., neither slaves nor serfs were free to take up job offers from different masters or lords. So, although capitalism offers greater freedom for the economically disadvantaged classes, it is, according to Marx, still coercive, since workers are not free to choose to work in a non-capitalistic society. In other words, workers are free within capitalism but not about adopting capitalism. 
Why would workers want to choose something other than capitalism if it is a freer economic system than slavery or feudal society? The short answer is, according to Marx, even freer societies are possible: Marx thought that socialism and communism offered even more freedom. 
According to Marx, private ownership of the means of production permits capitalists to operate like vampires sucking time out of workers. The point may be illustrated with a simple example of two identical factories in two different economies. The pay at factory A in a capitalist economy is $10 per hour. A hundred workers receive this wage from the factory owner. The factory nets $15 per hour, so at the end of the eight hour workday; the capitalist earns $4000.  Factory B is in a socialist economy and is owned by all those who work there. Their pay is $15 per hour and so there is no surplus profit to distribute. 
Marx claims that workers are freer in factory B than factory A for the most obvious of reasons: their additional earnings translate into more freedom. For one thing, if the workers in factory B are content with earning $80 per day like their counterparts in factory A, then they need only work 5.33 hours meaning they would have 2.66 hours more free time every day. Or they could choose to work 8 hours like those in factory A and use the additional income to make monetary choices that would be beyond the reach of those in factory A on a lower income. So, what the capitalist will describe as making a profit, Marx will describe as siphoning off of time and freedom from workers. 

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

Marx, then, makes two important claims: socializing ownership of the means of production would lead to increased freedom for workers, and capitalism is inherently unjustly coercive. Both claims have been challenged. A common response to the first claim is that workers would not be (or are not) freer under a socialized ownership of the means of production. Proponents of this view might point to the inefficiencies of socialist economies. Workers often have to work as many hours as their counterparts in capitalistic economies for less money, and so Marx was wrong to think that socialized ownership of the means of production would result in more freedom. 
The second claim, that capitalism is inherently unjustly coercive, has been challenged in two ways: it has been argued that private ownership of the means of production is coercive, but not unjustly so; or that the private ownership of the means of production is not coercive. 
For the purposes of this paper, I propose we follow suit and reject both claims by Marx. That is, we may hypothetically accept for the purposes of the argument that socialism will not lead to more freedom for workers, and that private ownership of the means of production is not unjustly coercive. What I want to suggest is that neither is sufficient to vindicate the contemporary version of capitalism. To show this, I propose to turn Marx’s argument on its head. We should consider what it would mean to privatize all the means of production. The basic idea is that modern states own enormous wealth generating productive capacities and these should be used to generate a return to investors, that is, to the citizenry at large.  
4.  EBay  
Paradigm cases of the “means of production” in Marx’s corpus are land and giant factories bellowing smoke. These paradigms are, of course, a function of Marx’s time: they were some of the most conspicuous examples of capitalism in the 19th century. For Marx, however, capitalistic exploitation is not limited to the manufacturing sector of the economy; rather, the important point is that the conventions of economic distribution embodied in capitalism are such that they permit private ownership of property to exert the aforementioned vampire effect: sucking labor and freedom out of workers. Thus, the point remains even if we turn from manufacturing to the service industry. For example, if we change the previous example to one where the capitalist owns a string of hair salons and pays the workers $10 per hour while netting $15 an hour, nothing changes in terms of Marx’s analysis. The private ownership of the hair salons allows the coiffeur-capitalist to exert the vampire effect.  

Consider eBay. EBay offers its customers an efficient online market for buyers. It generates income in various ways, including transaction fees. These fees range from about 3% and up for items listed. EBay is one of the darlings of the Internet boom: it is valued in the tens of billions but, like many twenty-first century companies, most of its value does not lie in the ownership of Marx’s archetypical means of production: bellowing factories and large tracts of land. 

Accountants sometime make a distinction between tangible and intangible assets. Examples of tangible assets include Marx’s archetypical means of production as well as things like, office chairs, computers, vehicles, equipment, and so on. In contrast, intangible assets are sometimes referred to as “non-physical” assets. In saying that they are “non-physical” typically accountants do not mean to take a stand on the deep metaphysical issue about the ultimate substance or substances of the universe—they are dull accountants, after all. Very roughly, by ‘tangible assets’ accountants mean something that you could put a barcode on for inventory purposes, which is generally not possible to do so with intangible assets. It is easy to imagine putting a barcode on land or vehicles owned by eBay, it is much more difficult to think about how to put a barcode on its proprietary software or the good will that eBay enjoys. Most of eBay’s value lies in its non-physical assets, in particular, its good will. 
EBay is, by far, the largest online auction site. It seems that no one knows for sure how many online markets there are, in part because the basic software to coordinate buying and selling is fairly easy to set-up. This indicates that it is not the computer program or the eBay’s computer servers that explain its value and stock price. Rather, the most important asset of eBay is its reputation and brand identity: Buyers find a large market of sellers, and sellers find a large buying public. Both feel that the eBay forum provides a certain amount of security to their economic transactions. Buyers can look at feedback on prospective sellers that they are interested in doing business with and know that if the transaction does not go according to the terms specified, they can punish the seller with a negative review. EBay also offers dispute resolution mechanisms for buyers and sellers. It is not too misleading to summarize this by saying that eBay sells a huge “market of trust” to its customers. EBay’s primary means of production is intangible: it is far more abstract than the factory bellowing smoke. The temptation to call good will a non-physical asset is easy to see. It is hard to point to something physical in the world and say “This is what eBay owns that makes it so valuable.” In contrast, one can point to steel factories and say that the ownership of the factory is what makes the capitalist so rich. Nevertheless, the reality of what eBay owns is undeniable: we see evidence of it in its ability to generate enormous amounts of income. 
Shareholders in eBay do not provide the online market out of the kindness of their hearts; rather, the point is to make a profit. Of course, in a capitalistic society, this is to be expected; they own the means of production and are entitled to make a profit if they are rewarded by the market. 

Now consider this thought experiment: eBay stock is bought from its present owners and new stock is distributed to all adult citizens in the U.S., one share each. To make our math easier we will assume that this works out to exactly 200 million adult citizens and so there are 200 million eBay shares. (A consequence of our assumption is that there is no non-U.S. ownership of eBay). 
As a stockholder you might ask yourself: How should eBay be managed? The question is ambiguous. It might mean: how should eBay be run to best serve your personal interest? It could also be asked  how best to run eBay to maximize profits for its shareholders. It may be thought that these two questions always yield the same answer: anyone looking to maximize his or her profits ought to try to maximize the profits from any particular asset. While this is often the case, I will show that this is not always the case. 
In thinking about how to maximize your earnings, it will help to know a little bit more about how eBay works. EBay has a byzantine system for making money. It charges sellers to list items up for auction and it charges a percentage of the selling price of an item using various scales and formulae. For our purposes we can simplify and assume that eBay makes all its revenue by taking 3% of the sale price of an item. We will call this the ‘transaction fee”.  We will suppose that eBay’s net income is 2 billion a year, which is not too far from the actual figure.
 We will also suppose that eBay distributes this income to its shareholders. Based on our assumptions then, each shareholder should receive an $8 dividend for 2012. 

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

To keep things simple, let’s suppose that leading economists agree on the following: At a 2% transaction fee, eBay will no longer have any net income but total sales will increase by 10%. At a 4% transaction fee, net income will rise to 3 billion and pay a dividend of $12 per share. (We will assume gross sales go down by 10%, but profitability will go  up). How should you vote if you want to make as much money as possible?  The question may seem a no-brainer:  you should vote for Xram’s proposal. After all, this will return the highest dividend to you as a shareholder. If your only source of income is the stock dividend, then this is the correct answer. But if you use eBay as well, then the answer is not so simple, for you will have to factor  the rate of the transaction fee into your overall financial picture. In other words, the answer will depend on how big of a player you are in the eBay economy. The table below illustrates the relative overall expected income, factoring in the stock dividend and the transaction fee. The first number in each cell represents the stock dividend at a given transaction fee, the second number is the money that must be paid in terms of transaction fees for a given yearly sales number. Let us think of the eBay “low-income earners” as those who sell 0 to $100 per year on eBay. Clearly they benefit by adopting Xram’s proposal, for at $100 yearly sales they must pay $4 in transaction fees, and receive $12 in stock dividend, so they net $8. The eBay “middle-income earners”, those who sell between $200 and $300 per year on eBay, also benefit from Xram’s proposal. At $300 yearly sales the transaction fees owed ($12) are offset by the dividend, making it revenue neutral. The eBay “high-income earners” who sell more than $800 a year on eBay, should vote for the Bush proposal if they want to maximize their personal income. For on $1,000 yearly sales they would owe $20, while on Xram’s proposal, they would owe $28. 

	Transaction Fee
	Yearly Sales on eBay

	
	0
	100
	200
	300
	800
	1,000

	Bush 2%
	0+0=0
	0-2=-2
	0-4=-4
	0-6=-6
	0-16=-16
	0-20=-20

	Status Quo 3%
	8+0=8
	8-3=5
	8-6=2
	8-9=-1
	8-24=-16
	8-30=-22

	Xram 4%
	12+0=12
	12-4=8
	12-8=4
	12-12=0
	12-32=-20
	12-40=-28


To summarize, those who make most use of eBay, the eBay high-income earners, should endorse Bush’s proposal if they want to maximize their earnings. Those who make little or no use of eBay in their other economic dealings, typically the “eBay low-income earners”, should endorse Xram’s proposal to maximize their economic gains.
Also worth emphasizing here is the fact that even hardnosed capitalists might have an interest in some of their capital not making a profit. This may sound counterintuitive but the example shows how high-income capitalists, even though they own stock in eBay, will want eBay not to make a profit. As indicated, they will find it to their economic advantage to have eBay run on a co-op or socialized model: not seeking to make a profit for this will be to their overall economic advantage. The reason is obvious: lower transaction fees have opportunity costs that are borne equally by the low and high income eBay earners alike. 
5. U.$. Inc. 
The thought about distributing shares of eBay to all citizens is, of course, only to illustrate a point. If eBay were nationalized and its shares so distributed, the capitalist would have grounds for complaint. However, U.S. citizens already own something several orders of magnitude greater than eBay. U.S. citizens have a large number of tangible assets under their control, e.g., parks, roads, bridges tunnels, nuclear submarines, airports, universities, etc. The intangible assets of the U.S. include certain institutional arrangements for buyers and sellers such as an advanced legal and judiciary system, which makes the U.S. an attractive place to do business. 
The assets of the U.S. are owned by “We the People”. We the people own the National Parks, public roadways, airports, nuclear powered attack submarines, the Pentagon building, etc. etc. Some confusion over ownership results from the fact that an average citizen can’t take one of the U.S. navy’s attack submarines out for spin or use it for a weekend fishing expedition with 48 beers and some friends. This line of thought sometimes leads to the conclusion that the government owns the submarine and the other assets of the state. Of course, there is no difference here with stock ownership. Just because I own a couple of shares of Apple Inc. does not mean that I can go to any Apple store and walk out with an IPhone without paying. Still, it is wrong to conclude that the management of Apple owns the IPhone. It is owned by Apple Inc. Apple management works for Apple Inc.  And just because I can’t take an attack submarine out for a spin, it does not follow that the government owns the submarine. The submarine is owned by we the people. The government works for us. (I’m not saying they are good employees).  
At present, the U.S. is run like a giant co-op, and is losing money to boot. To remedy this situation we should consider a more thoroughly capitalistic spirit to running the U.S. To solidify this thought let us imagine dissolving the money losing co-op known as “the U.S.” and forming a corporation, U.$. Inc., that would be in charge of running state assets. As with the eBay thought experiment, every citizen of the U.S. would be given a single share in U.$. Inc. and one vote at the shareholders’ meeting to vote for a CEO of U.$. Inc.  
Let us suppose our same two candidates reappear. Both agree that it would be illegitimate for U.$. Inc. to try to impose taxes, any more than eBay can impose a tax.  Rather, what U.$. Inc. will do is impose transaction fees for using its market place and all the benefits it provides, just like eBay imposes transactions fees for using its market place. (Alternatively, we can say that eBay imposes a tax on transactions between buyers and sellers; it makes no difference for our argument). Bush runs on a platform of lowering transaction fees. As with eBay, he argues in particular that lowering transaction fees  for the highest earners is important, since they are the ones largely responsible for the glory and prowess of U.$. Inc. 
Xram argues that Bush’s proposal is ridiculous. U.$. Inc. is a viable business that ought not to operate as if it were some dilapidated hippie co-op. Xram argues that since U.$. Inc. is a business, the CEO’s  primary responsibility is to make a good return for shareholders.  Xram promises a dividend of $10,000 per adult citizen. While this may seem an impossibly large dividend to offer shareholders, Xram argues that it is quite possible using Alan Sheahen’s detailed analysis of the U.S situation.
 What follows is a brief presentation of Sheahen’s analysis.

Sheahen offers a revised U.S budget as a means to pay each citizen $10,000 in the form of a basic income guarantee while virtually eliminating the national deficit: 
	Table 1

How to Pay for $10,000 Dividend

	Cost of BIG Dividend
Savings

New Taxes

Budget deficit 2011

New deficit 
	1,889

-1,914

-1,188

1,267

54


Let us look briefly at each line. 
The first line represents the cost of providing a $10,000 dividend. The total stockholder dividend is $1,889
 or nearly two trillion dollars based on nearly 200 million eligible adults in the U.S.

The savings line includes cutting 80% of the 1,025 billion in presently allowed tax 173 loopholes or deductions. What is the difference between a tax deduction and a tax loophole? Nothing. Well, nothing other than whether one thinks the deduction is fair or not. In terms of the national budget there is no difference. Every deduction or loophole claimed by one person must be paid by someone else (or adds to the national debt). Sheahen’s proposal to close 80% of these in terms of lost revenue generates $820 billion a year in additional revenue. Another $300 billion is saved in removing the standard and personal deductions. One of the impetuses for these deductions was to help the working poor. With a BIG dividend, however, the working poor will be much better off and so these can be eliminated. Also eliminated is nearly $400 billion in welfare costs. Finally, Sheahen proposes reducing military spending by $394 billion to the level spent in 2000 before military spending began to rise dramatically. 

The new taxes Sheahen proposes are as follows: First, reverse the Bush tax cuts of 2001 and 2003, adding 104 billion in revenue. Going back to the 1994 tax rates raises $30 billion. Third, simplify all tax returns as individual, eliminating joint filings, which raises revenues by $60 billion. Fourth, a 20% surcharge on income over $1 million raises an additional $129 billion. Extending the payroll tax to all income rather than income under $106,000, as it is at present, would raise an additional $220 billion.  Hiking the capital gains tax from 15% to 35% raises an additional $88 billion.
 
For many,  Xram’s proposal to leverage U.$. Inc.’s money making potential and distribute the return as a BIG dividend would be a vast improvement over the contemporary situation many of the poorest of the poor face: homelessness and hunger. It is approximately at the poverty line for many places in the U.S. In some larger and more expensive cities it may still be impossible to live a minimally decent life. Even the most optimistic would probably require sharing a small apartment with others. In rural areas it might be possible to live very modestly in a place of one’s own on $10,000 per annum. 

BIG is not the traditional welfare model because there is no work requirement. Indeed, it is not welfare but capitalism at its finest: making money off of capital. If it sounds ludicrous that people should get money for just lying around doing nothing, consider that there is no work requirement for the super-wealthy who choose to live off their stock dividends. 

Given these two choices, it might seem that the obvious thing to do is to vote for Xram. But as with the eBay analogy, it will depend upon one’s level of economic activity. It is hard to be certain, given the number of variables at play, including the 173 tax loopholes in the federal tax code, but approximately 10% to 30% of the population would be financially better off under Bush’s proposal versus Xram’s proposal. Single persons earning more than $100,000, for example, would be better off under Bush’s proposal. The reasoning here is the same as with the eBay analogy. For the small percentage of high earners, the $10,000 they receive as a dividend would be more than offset by higher transaction fees or reduced forms of other dividends they already receive from the federal government (that is, tax breaks they gain as a result of tax loopholes). So, it is in the financial interest of the higher earners for U.$. Inc. to not  be run as a for-profit business. They are better off to vote for Bush’s hippie co-op model where no profit is generated.
For the vast majority, running U.$. Inc. like a business that provides a dividend is in their financial interest. Instead of giving away, at cost, the wondrous advantages of the U.S. market place, it is in their interest to ask for a return on their investment. 

6. More on the Stockownership Analogy

One objection to the argument is that ownership of stock in U.$. Inc. is very unlike ownership of stock in eBay. After all, one can buy and sell stock on  eBay. Suppose for example, every U.S. citizen was given one share in eBay. We would expect a different pattern of ownership of stock to quickly emerge. We might imagine that many homeless people would sell  their single share for food, the drug addict for drugs, and the family without health insurance  for a lifesaving operation for an ill loved one. So quickly a pattern would emerge with most of the shares held by the rich and very few by the poor. We should expect exactly the same thing were U.$. Inc. a realistic analogy. 

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

The point can be reinforced by considering that, at least in theory, we are all partners in the democratic process. We cannot sell our votes to others even if it would make perfect economic sense. Of course, it may be thought that this parallel is problematic because voting is a political activity whereas selling one’s share in U.$. Inc. is a question for the economic realm. However, although he was not the first to see through the arbitrariness of this division, Marx did much to drive home the point that the two realms are intimately intertwined.
For example, it is a political decision to outlaw slavery even though this curtails the economic decision-making of some. If the political decision to outlaw slavery were not in force, it might make perfect economic sense for the contracting parties to enter into a master/slave relationship. Imagine a surgeon agrees to perform a lifesaving operation for the mother of three children on the condition that the husband agrees to become the surgeon’s personal slave. Suppose too that the family is economically destitute. We can see that, at least from the husband’s perspective, this may seem like the best option. Without the surgery his wife will die and his children will grow up without a mother. If he agrees to be a slave, his wife will live and his children will have a mother. He knows that the surgeon is not without some compassion, and so the husband has good reason to think he will have at least some contact with his family. Indeed, the contract allows the husband to have Sundays off, so long as the surgeon is not golfing. There can be no doubt that if the law did not prohibit it, slavery would reappear (but along  class rather than racial lines). Drug addicts might happily sign off on two years of carefree drug use at the prospective slave-owners expense, after which they would become a slave. There are a number of political and economic reasons why status quo capitalists do not want to permit slavery, and many of these reasons will apply equally to the idea that individuals might want to sell their shares in U.$. Inc. In times of war—which in the U.S. is about 95% of the time—there might be a mass exodus of those eligible to die for U.$. Inc. I suspect, for example, that the number of U.S citizens that fled to Canada during the Vietnam war would have been considerably higher had had a share of U.$. Inc  to sell.  
My point is not that the political situation could not change to permit the selling of one’s vote, to allow master/slave contracts, and the selling of one’s stock in U.$. Inc. My point, rather, is that there are similar and very good reasons against each of these. 
7. Socialism and Freedom
Let’s us call Xram’s proposal a more thorough capitalism (TC), since it seeks to turn a profit on U.$. Inc.’s means of production. Let us understand status quo capitalism (SC) as the present system: the system where U.$. Inc. does not try to generate a profit. One thing we should confirm is that TC doesn’t violate the assumption we made that freedom is reduced under socialism. We can explore this assumption by considering two possible objections to TC: that it reduces freedom and that TC is simply a disguised form of socialism. We shall take these in turn.
Assuming total economic output between TC and SC is similar, we can see that TC will not reduce freedom, indeed, TC will actually increase freedom over SC. The reasoning is perhaps obvious: the dividend from U.$. Inc. will have the effect of redistributing income from higher earners to lower income earners. A fixed amount of increased income has a greater effect on the freedom of low income earners as opposed to high income earners. Consider a single mother making $16,000 a year at a minimum wage job. An increase of $10,000 per year will have much greater effect on her ability to make choices and act upon them than someone earning $2,000,000 per year. This is not to say that someone earning $2,010,000 per year does not have more freedom than someone earning $2,000,000 a year; only that the effect on freedom is much less. So, other things being equal, the redistribution of wealth from the wealthy to the less wealthy has the net effect of increasing overall freedom, where freedom means the ability to make choices and act upon them. 
It may be thought that TC will collapse because no one will work if they can simply live on their U.$. Inc. dividend. If the economy struggles and collapses, as is alleged happens in socialist countries like the Soviet Union, then we would be forced to concede the freedom objection. 

However, consider that the objection embodies what is ultimately an empirical conjecture: it is a hypothesis about economic behavior under certain conditions. Unlike current welfare programs, there is no disincentive to make additional income. That is, unlike food stamp programs, subsidized housing, etc., there is no income test for whether someone receives their U.$. Inc. dividend. As noted, a $10,000 dividend would barely cover the most basic necessities, so there will still be a strong incentive to find employment. A few small scale empirical studies involving a guaranteed income suggest that the vast majority of the population will continue to work even  with a $10,000 dividend.

There is some reason to suppose that BIG might actually promote increased economic activity. Some may use the BIG dividend to temporarily drop out of the workforce, or reduce their time working, or use it to help finance further education or staring a new business. But such uses of a BIG dividend are for these activities that are traditionally thought to strengthen the economy in the long run. Add to these numbers the small army of government workers whose job is to supervise welfare distribution schemes. Such workers will no longer be needed and they could do something that contributes to the economy in a much more productive fashion than their present policing efforts. 
Suppose the scant empirical evidence we have, as well as the plausible empirical conjectures about what would happen if we switched from SC to TC, turned out to be false. Imagine, for example, large numbers of workers deciding to stop working and live off their BIG dividend. Would this result in an economic catastrophe? The answer TC must give, as a form of capitalism, is no. The usual capitalist answer is that the magic of the market place will fix the problem. So, imagine a number of workers in low paying jobs like fast food  and Wal-Mart decide to move to rural areas and live of their BIG dividend. How will the market react? Standard supply/demand economics would predict something along the following lines. Faced with a labor shortage, fast food restaurants and Wal-Mart would use some combination of investment in labor saving technology and offer higher wages to bridge the gap. At some wage level we can predict that workers will return to jobs. For example, a worker who quit working at Wal-Mart for $6 an hour may be enticed to rejoin their fellow associates at $12 per hour. If companies were forced to pay more for labor, then standard economic theory predicts they will raise their prices to offset the increased expense. An increase in prices would mean that the purchasing power of $10,000 per year would decline. The purchasing power of the BIG payment could conceivably depreciate so much that everyone would be forced to work at least part-time or starve to death. Again, I don’t think this is a plausible empirical conjecture, but this is how capitalists, including TC, must respond to such a possibility. 
As for the objection that TC is a disguised form of socialism, we can see the criticism is baseless. As we have said: the point is to extract a profit from ownership of the means of production: the very essence of capitalism. The thought that TC does not require work does not make it a form of socialism. After all,  TC permits people to not work and live off of their dividend, but so too does SC. SC permits the capitalist class to live off of dividends from their wealth. TC simply broadens the class of capitalists. 

Indeed, as intimated, SC is more socialist than TC. SC aims to administrate the resources of U.$. Inc. as if the aim were not to make a profit. The effect of this goal—intended or not—is to subsidize the rich. Of course the rich have very powerful rhetorical strategies to prop up SC. They may claim that the poor are lazy and governments are wasteful. As intimated, from the point of view of TC, these criticisms are mere red herrings that mask the truth that the rich are subsidized by the poor. 
8. Coercion and Capitalism
An important objection to U.$. Inc. is that there is a major dis-analogy between the profit seeking activity of U.$. Inc. and other business activity, namely: U.$. Inc. is able to extract wealth only because it is a monopoly backed by illegitimate use of force. The thought is that there is choice in the market place: we can choose between different car brands, restaurants, and so on. Indeed, the eBay analogy supports this claim: there are alternative online auction companies to eBay if one does not like the price or services offered by eBay. The state offers no such alternatives and so it is a monopoly. And status quo capitalists have no choice but to comply with the dictates of the state. Calling the property of the state “U.$. Inc.” does not change this fundamental fact.
In response, I will begin with a small but important point: the higher transaction fees proposed by U.$. Inc. are not on wealth but on income. Wealth tends to be backwards looking: it is the accumulation of financial resources in the past. The higher transaction fees are not going to be applied retroactively to income or wealth generated in the past. Rather, the higher transaction fees are to be applied to future income.
 So, a rich status quo capitalist could avoid all future higher transaction fees simply by refusing to generate any income using the means of production owned by U.$. Inc., just as one could stop using eBay if one felt the transaction fees were too high. 
Of course, the status quo capitalist will say this in effect equals the choice between not having an income or paying exorbitant transactions fees to U.$. Inc. This is to say, not much of a choice at all. But this is exactly the same choice that workers have in a capitalistic society, that is, workers are free to refuse to sell their labor to capitalists and free to not have an income. Indeed, many capitalists are in a better position: if they refuse to make money, they can live off their wealth, at least for a time. Workers will quickly end up living on the street if they refuse to work as they typically have no capital to live off of.  
Furthermore, saying U.$. Inc. holds a monopoly could not be  further from the truth. Status quo capitalists have all sorts of opportunities to not use the services of U.$. Inc. A capitalist could go on the market and look around to see what other companies are offering. A savvy capitalist, for example, would compare U.$. Inc. with its rivals, U.K. Inc., Somalia Inc., and so on. There are more choices in state-companies than there is for many consumer goods, e.g., there are only a handful of cars and cell phone providers from which to choose. In terms of consumer choices, the major corporations in the U.S. more closely approximate an oligopoly than do the states of the world. There are literally hundreds of state companies from which to choose. 
Of course, a status quo capitalist may not like that she must move to get a better price on state services. There should be more local competition. But surely the test is not whether we like the choices. Indeed, one of the surest means to maximize profits is to make the choice of not paying a premium over competitive market prices too high for consumers. Ask yourself this: How can Disney World charge $10 for a hotdog when a street vendor may have trouble getting $3 for a qualitative identical hotdog? How can a movie theatre charge a price for a bag of popcorn that, if made at home, would fill up my bathroom with popcorn? The answer of course is that Disney World holds an effective monopoly within its borders.
 The cost of going miles  to get a competitively priced hotdog is too great for must consumers. Similarly, the movie theatre will not permit you to bring popcorn inside its borders, and so can charge a premium. 
Consider too that individuals and corporations have extremely large landholdings. Disney World is larger than 7 internationally recognized countries and territories. Or, consider John Malone who owns 2,200,000 acres: 

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

In terms of area, Mr. Malone owns more land than 136 internationally recognized countries and political territories.

Finally, consider what the status quo capitalist will say to complaints about Disney’s $10 hotdogs: “If you think they are charging too much, then you should think of this as an excellent business opportunity. You should setup your own theme park and undercut Disneyland on the price of hotdogs.” The implicit point here, of course, is that when you think about the difficulty and risk in setting up competition to Disneyland, you will see that $10 for a hotdog is a fair market price. But then similar advice can be given by the more thorough capitalist to the status quo capitalist: if capitalists think the transaction fees of U.$. Inc. are too high, then this should be seen as a fantastic business opportunity. Some libertarians, for example, have considered buying an island or setting up a nation at sea, perhaps refurbishing an ocean liner. An appropriate name might be: “Our Lady of Taxes are Theft”. 
I predict that should it ever set sail, Our Lady of Taxes are Theft will sink—qua business model. For if it is launched as a business venture where it seeks to give a return to investors, it will have trouble competing in the market place for the usual reasons: would-be entrepreneurs who think they can undercut the price of existing business typically underestimate the costs of doing business and overestimate their revenues. If Our Lady of Taxes are Theft is run on a socialistic co-op model, then I predict it will not work for the reason that many co-ops fail: it is hard to apportion the costs and benefits of such ventures. For example, if all of us  living on Our Lady of Taxes are Theft are  asked to pay the same amount for upkeep of the ship and its defense, I may find this unfair if my neighbor has 100 times my wealth. After all, the ship will be more of a target for Somalian pirates because of my neighbor’s wealth and so incur greater expenditure on defense. I might insist that my neighbor pay more. My neighbor may feel that this is just the progressive sort of tax structure that he sought to escape by moving to Our Lady of Taxes are Theft. 
But supposing that these problems are overcome, won’t Our Lady of Taxes are Theft be in a much more competitive position than U.$. Inc.? After all, the lower transaction fees of Our Lady of Taxes are Theft should make it an attractive place to do business. 

There are at least two major problems with this suggestion. First, if all there is to making a business decision is looking for the lowest price, then one should predict that eBay would be one of the smallest online markets. After all, it charges more than most other online auctions. However, people are willing to pay a premium to be part of a much larger market. Perhaps it may be thought that capitalists on Our Lady of Taxes are Theft will be able to use the market of U.$. Inc. but not have to pay the transaction fees because they live at sea. This same brilliant strategy could be used to get around the transaction fees of eBay. Some sellers, for example, imagine that they might advertise their wares on eBay, but sell them privately in a way that avoids the eBay transaction fees. EBay works hard to stop such attempts to parasite its service  without paying a transaction fee, and so should U.$. Inc.

The larger of the two major problems is how Our Lady of Taxes are Theft plans to attract workers for capitalists to exert their vampire-like effect. For example, the promise of lower transaction fees on Our Lady of Taxes are Theft is not going to attract low wage earners. For example, a minimum wage earner in U.$. Inc. might say to himself: I earn $13,000 a year here, and pay $2,600 in taxes. The flat tax of Our Lady of Taxes are Theft is half that, so I would have to pay only $1,300 in taxes. But here in U.$. Inc., I also get my stock dividend of $10,000, so even with the higher tax rate I am still far ahead here, earning $20,400 with my combined income as compared with the possibility of earning $11,700 on Our Lady of Taxes are Theft. Such a move would be stupid simply in terms of earnings. Moreover, if I lose my job on Our Lady of Taxes are Theft, I have no other economic security; I will be thrown overboard. Of course, capitalists on Our Lady of Taxes are Theft could offer a higher wage and unemployment insurance, but then there are serious reasons to doubt the claim that Our Lady of Taxes are Theft has some competitive advantage. 
Suppose the status quo capitalist complains that the reason that Our Lady of Taxes are Theft will fail is because the best spots on earth for setting up a competitor to U.$. Inc. have already been taken. I think this is a very good complaint, but unfortunately for them, it is not one that the status quo capitalist can make. The trouble, again, is that workers have at least as strong a complaint against capitalists. Workers who would like to set up an alternative to status quo capitalism are even more out of luck. Typically, they cannot afford even to buy a used cruise ship like Our Lady of Taxes are Theft to erect their socialist paradise. Workers have only two options: violent revolution or political change within the existing political structure. Rich capitalists who hope to keep SC have these two options plus the option to finance their own state. So, again, every complaint that the status quo capitalist has, workers have at least as strong a complaint against status quo capitalists. 
9. Conclusion 
The poor in this country must come to realize that they are rich: they have a share in the greatest money making machine in history: U.$. Inc. They should demand of their CEO (President) and board of directors (Congress) a good return on their investment. 
I am not saying status quo capitalists will like this. We have shown how making a profit on the state’s means of production would be to the financial detriment of the wealthiest.  Contemporary capitalists are in a very favorable position at present where profits are private when it benefits them, but the costs of providing the institutional means of production are borne socially (and primarily on the backs of the poor). 
I am not saying it will be easy to convince rich capitalists. As Marx noted, capitalists are as much subject to false consciousness as the proletariat. What I am saying is that the internal logic of their view of distributive justice means that something much like BIG could be justly instituted, whether they believe it or not. As noted, it is in their interest to propagate the ideology that transaction fees are theft. But this is just to say that it is in their interest to propagate ideology to hide the truth. And while they may continue to do so with a disproportionate sway in public discussion, we can take solace in the fact that, as the poet manqué says: “They have the guns but we have the numbers.”  
I am not saying that socialists should be appeased by a BIG dividend. TC would permit large gaps in economic equality which socialists would see as unjustified. The severely mentally or physically disabled, for example, might not be able to manage on $10,000 per year, yet TC does not address this question. In other words, a basic income is a floor rather than a ceiling. If one thinks that distributive justice ought to take into account the special needs of some citizens, then the floor for some may be much higher. 
What I am saying is that status quo capitalists have no legitimate complaint should the oppressed economic class vote themselves a BIG dividend. For the upshot of the inverted Marxism argument is that for every complaint by status quo capitalists that this proposal is unjust can be met with an equally strong complaint by workers against status quo capitalism. 
Let the ruling classes tremble at a BIG revolution. The proletarians have nothing to lose but their chains. They have a world to win.
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� One way that U.$. Inc. might do this is to replace income tax with a “value added tax” (VAT). The idea, roughly, is that while it may be difficult to get foreign companies to pay income tax, collecting the VAT and turning over the proceeds to U.$. Inc. is a much easier way to stop such attempts at parasitism. 
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