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MACROJUSTICE

The main features of the just society, as they would be chosen by the unanimous,
impartial, and fully informed judgment of its members, present a remarkable and
simple meaningful structure. In this society, individuals’ freedom is fully respected,
and overall redistribution amounts to an equal sharing of individuals’ different earn-
ings obtained by the same limited “equalization labour.” This also amounts to general
balanced reciprocity, where each individual yields to each other the proceeds of the
same labour. The concept of equalization labour is a measure of the degree of com-
munity, solidarity, reciprocity, redistribution, and equalization of the society under
consideration. It is determined by a number of methods presented in this study,
which also emphasizes the rationality, meanings, properties, and ways of practical im-
plementation of this optimum distribution. This result is compared with the various
distributive principles found in practice and in political, philosophical, and economic
thinking, with the conclusion that most have their proper specific scope of appli-
cation. The analytical presentation of the social ethics of economics is particularly
enlightening.

Serge-Christophe Kolm is the author of more than thirty books and several hundred
professional articles concerning, notably, normative economics, public economics,
environmental economics, macroeconomics, financial theory, social change, and po-
litical and psychological philosophy. He is Professor and Director at the Ecole des
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Presentation

Conflicts among individuals’ and groups’ needs and desires due to the scarcity of
resources are best faced by teaching individuals how to control the birth of their
desires and by mutual altruism.! These means have additional virtues. The former
develops individuals’ mental freedom or autonomy, and the second favours the
quality of social relations; both are primordial values in themselves. Although
progress in these ways should always be sought, these means often do not suf-
fice. The duty of establishing a just distribution then intervenes.? Distributive
justice thus plays a major role in human societies. It also favours good social re-
lations in providing reasons for distributions and hence for freely accepting one’s
share.

Distributive justice in society is a pervasive issue. Each time someone benefits or
suffers from something, one can ask why the benefit or the pain does not accrue to
someone else, directly or through compensations. However, the issues of justice are
extremely varied in scope. They are dominated by the issue of macrojustice, which
concerns the most general rules of society and their application to the distribution
of the benefits from the main resources — overall or global distributive justice. We
will see that the judgments of the members of society imply a solution to this
question. They will imply, first, the rule of social freedom, that is, individuals’
freedom from the forceful interference of others. Practically, this amounts to the
classical basic rights — the constitutional basis of “democratic” societies (who often
misapply them) — or to the rights to act and benefit from acts without forceful
interference. Since this implies free exchange, overall distributive justice will focus
on income (general purchasing power). The implied distributive transfers will
then be shown to have a remarkable structure, equal labour income equalization,

See, respectively, my studies Happiness-Freedom (1982a) and The Good Economy, General Reciprocity
(1984a). Controlling the birth of one’s desires is better than mastering existing and possibly entrenched
desires, which is often difficult or painful. The method is self-awareness, which usually requires the
appropriate education and training.

This distribution may differ from that resulting from mutual altruism, notably as concerns the consid-
eration of individuals’ capacities to enjoy or endure (this will be discussed in Chapter 6).

S}
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2 Presentation

depending on a degree of solidarity, community, or reciprocity that will be derived.
The rest of justice in society constitutes “microjustice.” It concerns issues that are
specific in nature, object, concerned people, and often time and place.’

The method and principle retained for determining the solution is that justice
in a given society is what this society and its members think it is: this vox populi,
vox dei is “endogenous social choice.” More specifically, the basic principle will
be unanimity, or consensus, of society members. The relevant individuals’ views
should, of course, satisty a few obvious conditions. They should be sufficiently
informed. They should embody the minimal rationality of being sufficiently re-
flective and following logic. Moreover, they should abide by the meaning of the
concept of justice, which implies impartiality of some kind. Possible external ef-
fects concerning individuals outside the considered society should also be taken
care of. The considered individuals’ judgments can be actual or notional (theo-
retically derived) or a mix of both. This general principle of endogenous social
choice is fully analyzed in Part IV of the present study, whereas the previous parts
only apply the aspects of it that are necessary for determining the general structure
of the solution.

The solution comes outin a three-level structure: the general rules; the structure
of income distribution and transfers that result from it; and the intensity of the
implied solidarity. The following sequence of results will be shown. The general
rule turns out to be social freedom, or freedom from forceful interference and
domination, which is often expressed as the classical basic rights, or as the theory
of process liberalism praising process-freedom (freedom to act and to benefit
from the intended consequences of one’s acts without forceful interference). This
implies that the distributive policy should not be based on individuals’ acts or
their consequences, and hence should only directly distribute rights or values
concerning resources given to society, that is, the classical “natural resources,”
which include given human capacities.

Productive capacities statistically produce, directly or indirectly, by far the
largest part of income (and they would produce more with more labour) — more-
over, nonhuman natural resources have often been allocated for long (and many of
them are allocated by principles of microjustice). Furthermore, capacities to derive
happiness from a given income happen to be unanimously considered irrelevant
for overall distributive justice (for the income tax, for instance), for reasons related
to concepts of privacy and the self. Hence, overall distributive justice should allo-
cate the value of productive capacities. Such a capacity permits obtaining income
from labour, or leisure for a given level of earnings. Then, equality — a rational
consequence of impartiality — will be shown to imply that the transfers of global
distributive justice amount to an equal sharing of the proceeds of the same labour
provided by all individuals (with their different productivities). This is the struc-
ture of “equal labour income equalization,” or ELIE. The labour considered is the

3 Microjustice about corresponds to Jon Elster’s (1992) “local justice.” A field of “mesojustice” will also
be distinguished.



Presentation 3

“equalization labour.” Practically, each individual receives or yields in proportion
to the difference between her wage rate and the average, the proportion being
the equalization labour.* Hence, a difference in productivity is compensated by a
proportional difference in income transfer.

The ELIE structure of distributive transfers also amounts to each individual
yielding to each other the product of the same labour: this is general labour
reciprocity. The equalization labour constitutes a crucial parameter of a society:
it describes the amount of solidarity, equalization, resource commonality, and
reciprocity. This parameter also turns out to be a minimal disposable income as
a fraction of the average productivity, for individuals who are not responsible for
their low earnings. This coefficient is determined, in Part IV, from the consensus
of moral views as concerns its level, the set of transfers, or the method for deriving
it — cultural analysis can also be used. These views can be actual or notional,
and their convergence can result from impartializations and homogenizations
of individuals’ actual or notional judgments, using a number of complementary
methods implying information about others, dialog and communication, ways of
discarding self-interest and self-centeredness, the notional building of impartial
views from self-interested or self-centered ones, and so on.

The satisfaction of basic needs is guaranteed by the minimum income implied
by the obtained distributive scheme. This turns out to respect individuals’ dignity,
freedom, and responsibility in two ways. First, individuals receive income which
they are free to spend for satisfying their needs as they see them. They can also be
provided information and advice for helping them in this choice, but this is no
constraint. Additional free care of specific needs is possible, but this is an issue
belonging to microjustice. Second, the minimum income implied by the scheme
happens to be for individuals who can derive no or little income from the market,
because of low wage or unemployment, rather than for people who can earn
sufficiently with moderate labour.

The transfers of the ELIE scheme are based on given capacities. Hence, they
entail no inefficiency-generating disincentives (this base is “inelastic,” and we will
see that estimating it is more manageable than for other taxes or subsidies).’

The obtained distributive ELIE scheme is a directly applicable policy. It aims at
constituting the global distributive aspect of public finances. It should thus tend to
replace the progressivity of the income tax and the main transfers and assistance
schemes.® It is particularly simple and produces no (or minimal) inefficiency-
generating disincentive or incentive effects. It is financially self-contained and

Each individual i faces the transfer t; = k-(W — w;), where w; is individual i’s wage rate, w is the average
wage rate in the society, and k measures the equalization labour. If # > 0, this is a subsidy. If t; < 0,
this is a tax of —¢. This very simple structure can take into account the various dimensions of labour,
education, involuntary unemployment, and so on. The information necessary for this policy is globally
more readily available than that required for present policies. All these points are presented in detail in
further chapters.

> In Chapter 10.

Its scope constitutes the bulk of the “distributive branch” of public finances, as Richard Musgrave (1959)
puts it.



4 Presentation

balanced, and it jointly indicates transfers and their financing, from the same
rationale. It is to be associated with the implementation of the other functions of
public finances, notably the “allocation” role of financing nonexcludable public
goods through benefit taxation. Its primary virtue, however, which entails its other
properties, is its rational necessity implied by the derivation outlined above and
explained in detail in the rest of this study.

Public finances have various functions with different aims and rationales. Dis-
tributive justice is one of them. It includes the noted overall distributive justice,
which may possibly have to be completed by some other specific measures.” The
allocative function includes the provision and financing of the relevant public
goods, the required correction of external effects, and the like. A stabilization
function is also distinguished.® The distinction of these various functions consti-
tutes functional finance. This conception is indispensable for the optimization of
public finances. Any other approach necessarily entails confusion, waste, misallo-
cation, and injustice. And this optimization constitutes a major part of securing
the quality of society since public finances commonly use about half the social
product. Practically, taxes and subsidies can be presented in a consolidated form
to each citizen (although her information about their various reasons is a condi-
tion for democracy in any sense). However, present common practice of overall
taxation distinguishes overall receipts and expenditures much more than the re-
ceipts and spending corresponding to the realization of each function. This is
rather far away from full functional finance. Public finances can go progressively
in the latter’s direction, in the appropriate fiscal reform. In particular, the pro-
gressive introduction of ELIE distribution will be considered, in increasing the
“equalization labour,” or in transforming present-day fiscal structures such as the
income tax, income-tax credits, or other supports to low income.’ The transition
can also focus on the tax side by a partial application of the obtained result that
follows the practice of taxing for financing a given overall expenditure, consisting
of taxing according to the principle of “equal labour contribution.” That is, the
individuals contribute the value of their production (their earning) for the same
labour, and this labour is chosen so as to obtain the required total amount. People
thus contribute with their different capacities to produce and earn with this equal
labour. This applies the principle “from each according to her capacities.” The
treatment of education, effort, and other characteristics of labour will be fully dis-
cussed. This scheme exactly becomes ELIE if the total product were equally shared
among all individuals. These taxes are not based on total earned incomes, their
base is inelastic (independent of individuals’ actions), and hence, they induce no
wasteful disincentive. Yet, optimal fiscal reform cannot be content with this step
and has to move toward functional finance and fully justified taxation.

7 They will be in fields of “microjustice” or “mesojustice,” which are discussed later.
8 Although it can theoretically be related to various “market failures.”
9 See Chapters 7 and 27.
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However, at a still more primitive stage of fiscal reform, one of the first
steps should simply be to choose less elastic bases for taxes (and subsidies) — to
“de-elasticicize” the bases of public measures — for favouring efficiency (and social
freedom). In particular, the taxation of earned income should tend to be based
on income earned by given labour, and large progress in this direction is easy.

A number of the analyses developed for this derivation probably are valuable in
themselves and for other applications. In particular, Part IV presents and applies
the theory of endogenous, consensual social choice, and its various methods and
branches.'” The consensual necessity of social freedom and basic rights, their re-
lation with social efficiency, and the distributive implications, described in Part I,
have an intrinsic relevance. The question of rights in human capacities and of their
relations with the various types of freedom is an important issue (Chapter 3).
The actual or proposed distributive policies, and the distributive philosophies,
are compared, and compared with the obtained result, in Part III. Finally, Part V
extends these comparisons to the analytical presentation of the whole set of so-
cial ethics that are and can be developed within the viewpoint of economics, a
presentation that also has an interest in itself.

These properties of rationality, automatic and respectful relief of forced poverty,
reciprocity, economic and social efficiency, comprehensiveness and financial bal-
ance, simplicity, and meaningfulness and understandability, should favour the
introduction of this scheme in fiscal structures and reforms. These properties
also favour a didactic use of the associated explanations and discussions. The
public dialog can focus on the concept and parameter of the degree of commu-
nity of human resources, solidarity, reciprocity, and guaranteed income — that is,
the equalization labour — and can concentrate its discussion around its various
meanings.'! This can promote awareness of the impartial point of view, and of the
relevant nature of society, freedoms, and justice. If this helps increasing concern
for others and lowering self-centeredness — which may help deflating grasping
egos — thinking about justice will have diminished its own necessity — the true
mark of success.

10 They are the theories of dialog, “interest-neutral opinions,” the “moral or distributive surplus,” the
“recursive original position,” “moral time-sharing,” the notional “uniformization of social distances,”
“formative” and “empathetic” information about others’ moral views, etc.

!1 See the theoretical model of dialog in Chapter 20.






PART ONE

BASES: CONSENSUS, FREEDOMS,
AND CAPACITIES

ONE. INTRODUCTION
1. Macrojustice: An overview of its place, method,
structure, and result
TWO. FREEDOM
2. Social freedom
3. The liberal theory

4. Free and equal in rights

THREE. RESOURCES
5. Resources

6. Capacities







ONE. INTRODUCTION

Macrojustice: An overview of its place,
method, structure, and result

1. INTRODUCTIVE SUMMARY

Justice should probably be seen as a palliative to the insufficiency of the deeper
human values that are the choice of one’s desires and concern for others. Among
the multifarious questions of justice raised in society, macrojustice is concerned
with the basic rules of society and the global or overall distribution of goods and
of the main resources these rules imply. The specific solution for macrojustice will
be shown. This will be the solution that is desired by society, in the sense that all
its members unanimously want it when they are sufficiently informed, reflective,
and impartial (a property of any view about justice). This will turn out to both
imply and be implied by the fact that the general rule of society is social freedom,
that is, an absence of relation of force between society members: each individual
is free from the forceful interference of others individually or in groups or insti-
tutions (except possibly for protecting or realizing others’ such freedom). Social
freedom is generally presented in the form of the classical basic rights — the basis
of democratic Constitutions. Social freedom or, more directly, unanimity, will
imply that the overall distribution of resources has a very simple and meaningful
structure (“equal labour income equalization”). There will, however, remain to
determine a degree of equalization or redistribution, about which the interests
of some individuals are opposed. The methods for solving this problem again
involve some consensus. In particular, individuals’ judgments relevant for justice
imply a structure of impartiality — be it actual or notionally constructed.

The final result will be very practical and simple. It will for instance take the
place or show the form of the redistributive functions of the income tax and of the
main transfers. Its structure will result from the noted freedoms and the efficiency
they imply, the fact that the main relevant resource is — by far — the human re-
source (especially as resource whose value is available for overall redistribution),
the consensual desire to respect the privacy of individuals’ capacities for happiness
(for macrojustice), and equality derived from impartiality. These conditions will
be shown to imply that the global distribution has a structure of “equal-labour



10 Macrojustice: An overview of its place, method, structure, and result

income equalization” or ELIE. This says, for example, “equally share individuals’
earnings during one day and a half a week.” This equalizes the benefits from the
different capacities of the individuals for this notional labour, but only for it.
This duration, which can be completed with other characteristics of labour, can
vary according to society, and it constitutes a degree of redistribution, solidarity,
reciprocity, and community of the society. A number of related and complemen-
tary methods permit the derivation of this crucial parameter of societies from the
views of society members.

A summary overview of this overall derivation is proposed in this introductory
chapter. All concepts and implications will only be sketched here: their full presen-
tation will be the subject of later chapters. I hope that, nevertheless, this overview
can provide a useful guideline, showing the intention, method, concepts, impli-
cations, and results of this study. Section 2 of this chapter situates justice in social
values. Section 3 indicates the method for obtaining a solution. The result for
macrojustice is outlined in Section 4. Section 5 shows the network of implications
that lead to this structure, and Figure 1 of Section 6 summarizes it. Section 7 notes
the family of methods for determining a society’s desired degree of redistribution.
Finally, Section 8 presents the structure of the rest of the study.

2. THE PLACE: JUSTICE AS PALLIATIVE

If people were sufficiently able to control the birth of their desires, the desires
they would choose for avoiding dissatisfaction caused by the scarcity of goods
would ipso facto elicit no conflicts about scarce goods. However, difficulties in
information and formation seriously impair progress in this direction on a large
scale in modern large societies.! If, as a second best, people sufficiently liked one
another, then, again, no conflicts about sharing scarce resources would arise. Mod-
ern societies are aware of this latter value, altruism, but sufficient progress toward
such a large-scale altruistic “general reciprocity” is again impaired by questions of
formation and information.? Then, as a third best, distributive justice indicates
the appropriate sharing of goods and resources. Note that sharing resources or
goods is necessary in all cases, and notably with sufficient altruism, but altruistic
sharing and the solution indicated by principles of justice are bound to differ.’
In other works, I have analyzed the questions of mental freedom and altruistic
reciprocity. I have also proposed and analyzed many general and specific prop-
erties of the question of justice.”> My present purpose is more restricted, but it
happens to be central: it is to investigate in depth the solution to the core problem

See the study Happiness-Freedom (Le Bonheur-Liberté, 1982a).

See the study The Good Economy, General Reciprocity (La Bonne Economie, La Réciprocité Générale, 1984a).
Issues of suffering and happiness would play a more direct and more extensive role in altruistic sharing
than in macrojustice (see the reference in note 2).

See the references in notes 1 and 2.

Most of these works are noted in the bibliography of Modern Theories of Justice (1996a).

w
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3. The method: Justice as informed, impartial unanimity 11

of distributive justice, “global or overall distributive justice” in “macrojustice” in
a society.®

Hence, justice is certainly not “the first virtue of society,” as Aristotle and
Rawls put it. Resorting to justice only is a third best, making up for the lack of
sufficient personal awareness and control, and of other-looking and integrating
social sentiments. It even is a more distant value if one considers the place of
culture and the respect of cultural and natural heritage. This does not make it
less important for societies as they are. Moreover, justice certainly is a necessary
condition for progress toward more deeply desired social values and relations. As
Aristotle puts it: “if you have friends, you do not need justice, but if you have
justice, you want friends in addition.”

3. THE METHOD: JUSTICE AS INFORMED, IMPARTIAL UNANIMITY

3.1. The basis: Consensus, freedom, and endogenous social choice

Justice will be taken to be what society thinks it is. The reference will be to con-
sensus or unanimity of the individuals; hence, these views may also normally be
called society’s.” This consensus will be either direct or applied as required by
the problem, and it will suffice for defining the solution. Therefore, no particular
conception of justice is a priori assumed, suggested, or imposed. No “moral intu-
ition” is proposed. The only exercise will be to observe and find out what society
wants about the necessary questions, and to derive the logical conclusion. In a
strict sense, this study is not ethics — at least, it is not moralizing. It is, rather, an-
thropology and logic, although formally it will use concepts in the classical fields
of social ethics and economics. If there is ethics in it, this only consists in helping
society realize what it wants, in showing the solution to one of society’s main
problems which is consistent with its desires and implied by them. So finding the
answer about what society should do in society itself and only there (without any
input of an externally given rule), is “endogenous social choice.” This approach
is, in fact, practically a necessity.

Indeed, a unanimous opinion is an epistemic necessity because no alternative
opinion exists and can be sincerely expressed. In particular, you and I, as members
of the society, share this opinion by hypothesis. This necessity also requires, how-
ever, that people, in holding this opinion, are sufficiently relevantly informed and
reflexive, and abide by the general rules of rationality and logic. Rationality im-
plies, in particular, that the terms are given their intrinsic meaning (for instance,
an opinion about justice has to be impartial from the very concept of justice, and

6 The adjective “global” means here “overall,” in any given society. It does not refer to its recent use as

meaning extending to the whole world (the present text was written before this latter sense became used,
or at least widespread).

In addition, various kinds of mutual consideration, information and interaction, and the cultural di-
mension, will intervene in the ways of determining the degree of redistribution.
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hence, the relevant opinions about justice have to be impartial — as an actual or a
notionally constructed property).®

Moreover, if a society not encompassing everyone possible is considered, a
unanimous opinion of its members may not be shared by some external observer.
However, for issues specific to this society — such as distribution within it — such
external observers are a priori unconcerned and may not care. If they happen to
care, the way of dealing with such a situation can be the object of a broader rule
considered by the larger society. However, a condition of rationality may be that
such external views are irrelevant (given that the society members’ considered view
is by assumption sufficiently informed, reflective, and rational). If this does not
suffice, one can add, as a primary moral stance, that such external views should be
discarded, because they are irrelevant, nosy, and intrusive, and, if taking them into
account would oppose a unanimous desire of the society members, because this
would violate the autonomy, self-rule, and freedom of the society, the freedom
of its members and their dignity as responsible agents, and democracy within
this society. We will shortly see, in fact, that freedom and unanimity imply one
another, and hence jointly constitute the basis of the social ethical construct. Note
that unanimity precludes that some members of the society (possibly a minority)
be harmed or exploited by others — and thus would need protection.

Now, it will turn out that implementing unanimous views of society members
suffices for solving the problem considered. After the distinction of “macrojus-
tice” about the general rules of society and global (overall) distributive justice
from the multifarious cases of “microjustice” (and “mesojustice”), the problem
of determining global distributive justice is solved in two steps by the principle of
unanimity. Straightforward unanimous views imply that the global distribution
has a particular structure, “equal labour income equalization” (this will be shown
in Parts I and II of this study). However, this structure includes a parameter, the
degree of equalization, solidarity, community, and reciprocity, which can a priori
differ across societies. This parameter is then determined from consensus again,
but in assuming, when necessary, sufficient information and impartiality — the
latter an intrinsic property of the concept of justice. This information and impar-
tiality can be actual or notional or a mix of both. This constitutes the topic of Part
IV of this study. Parts IIT and V are devoted to comparing the present analysis and
results with other practical redistributive schemes and philosophical analyses, and
with social ethics developed in economics.

The obtained distributive structure will result both directly from the con-
dition that there should be no unanimously preferred alternative (“Pareto effi-
ciency”) and from the general rule of society, which will turn out to be social
freedom. Social freedom means freedom from others’ forceful interference, and
hence an absence of imposed domination and of the use of force and violence
in social relations. One way of expressing it is constituted by the classical basic

8 Part IV of this study develops and uses this remark.
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rights — which are the basis of our Constitutions. Social freedom for all derives
from unanimity which desires it either directly, or, more precisely, through a rea-
soning which also implies impartiality (an intrinsic property of a conception of
justice) because each individual has to want social freedom for her own actions
and, hence, has to want it for all individuals. This derivation also requires dis-
carding possible negative effects of social freedom, as shown in Chapter 4 (with
regard to basic rights). Conversely, a measure about a society that opposes the
unanimous desires of its members violates the social freedom of each of them.
Thus, unanimity or consensus, and social freedom, can be said to constitute the
joint basis of the derived solution.

However, the solution will also rest on other properties, impartiality and equal-
ity, on the one hand, and information, on the other hand. Equality is required by
impartiality and rationality.” Applied as required, it will be essential for leading to
the obtained distributive structure (in Part II). Impartiality and information will
have abasicrole for determining the degree of equalization, solidarity, community,
and reciprocity (in Part IV).

3.2. Impartiality and equalities

An opinion about justice has to present a property inherent to the concept of
justice: impartiality. A judgment is impartial when no final reason for it refers to a
particular relation to the person who so judges, such as her interest or the interests
or judgments of persons in a particular relation to her or whom she favours for a
reason irrelevant to the nature of the considered judgment. It should be noted that
judgments of individuals about a distribution among them can be unanimous only
if they are impartial with respect to interests. Indeed, these individuals’ interests
are opposed in a distribution, by nature and definition. Hence, these individuals’
judgments cannot coincide if they are biased by their own interests or by those
of people in a particular relation with them or whom they particularly like (self-
centeredness), and a fortiori if these judgments only reflect these interests. Thus,
unanimity in judgments about distribution requires impartiality. The converse,
however, is not true: there can be various different impartial judgments, and in
particular various views about justice. These views will nevertheless be closer to
one another than pure interests are, in some sense.! However, full consensus
requires further conditions, such as sufficient mutual information or convincing,
or recursively taking impartial views of impartial views.!!

9 This requirement is, more precisely, that of “prima facie identical treatment of identicals in the relevant
characteristics.” See Chapter 23 and, for a complete analysis, Kolm, Justice and Equity (1971; English
translation 1998), Foreword, Section 5.

19 The minimal property of convergence of individuals’ views is the following: for preferences between two
states, unanimity in self-interested preferences will imply unanimity in the considered impartial and
notably moral preferences, but the converse does not hold and there will generally be cases of impartial
unanimity for favoring an individual’s interest at the cost of another’s (see Chapters 20 and 21).

11 This is the topic of Part IV of this study.
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These impartial views often exist in individuals, along with their partial self-
interest and self-centeredness. In his Theory of Moral Sentiments, Adam Smith
calls each individual’s moral conscience the “impartial spectator” within her. We
will then have to find devices for having these views influence the outcome or
be known to a policy maker. However, an individual’s impartial view can also
be notionally constructed from her self-centered or self-interested preferences (a
notional “impartialization” of her judgment).!?

Impartiality in particular logically implies that justice is ideally constituted of
the relevant structures of equality of something (this was well seen by Aristotle
who states, in Nicomachean Ethics: “Justice is equality, as everyone thinks it is,
quite apart from any other consideration”). This equality is ideal in the sense that
it is prima facie, that is, in the absence of overpowering reasons. These reasons
can include impossibility, and relevance of other principles (which can be ideal
equalities in other items).'?

However, impartiality and equality are structures which can apply to varied
contents, and this can lead to varied and even opposed conceptions of justice.
They are, for instance, satisfied by distributive principles such as an ideal of equal
income, to each according to her work or to her needs, equally full right to the
product of one’s capacities and the outcome of free exchanges, and so on. Thus,
the proper application has to be determined (possibly a compromise among such
possibilities).

3.3. Information

Justice cannot be based on ignorance, mistaken beliefs, confusion, or misunder-
standings. This is a requirement of rationality. Hence, individuals’ appropriate
views are those that have the relevant information, possibly as a notional prop-
erty. This includes sufficient information about others, including about the rea-
sons and causes of their moral views (“formative information”), and information
about how it feels to have such opinions (“empathetic information”). Note that it
is not impossible that impartiality itself would result from knowing others as well
as one knows oneself (a notional conception, of course), and hence that partiality
is but the fruit of ignorance. This mutual information is promoted by discussion
and dialog.'*

3.4. The basic philosophical position

Defining justice as what society thinks it is rejects the a priori endorsement of a
particular conception of justice. Such an endorsement would violate impartiality,
objectivity, fairness, and justice among views of justice, and hence its rejection can
be seen as a requirement of consistency. It would also a priori be arbitrary: why

12 See Part IV.
13 See note 9.
14 See Chapters 15 and 17.
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would my view of justice be better than yours? Asserting that such arevealed truthis
apriori preferable to alternatives can only be arrogant. It would also be paternalistic
toward the considered society and its members and would a priori not respect
their preferences and choices as concerns values, and hence their moral autonomy.
Such particular views probably are what Rawls rejects as “intuitionism.”'® Then,
where else can principles of justice be found except in society itself?

However, defining justice as what society thinks it is can be said to derive ought
from is. Philosophically, it is naturalistic (although not guilty of a “naturalistic
fallacy”) and pragmatic. The described exercise is also partially transcendental
in the sense that some of its results rest on inherent properties of the concept of
justice, the specific property of impartiality to which can be added the general one
of rationality, including information and reflection.

4. THE STRUCTURE: MACROJUSTICE AND ELIE

4.1. Macrojustice, microjustice, global or overall distribution

People see issues of justice and fairness in numerous aspects of society. This is in
fact a priori a thoroughly pervasive issue: for any advantage for a person on in-
convenience for her, any possession, asset, right, capacity, duty, liability on handi-
cap, one can ask: “Why is it not allocated to someone else through transfer or the
adequate compensation?” However, these aspects are very strongly differentiated
and hierarchized in scope and importance. Macrojustice is the concern of justice
largest in scope.!® It includes two things: the general basic rules of society, and
global distributive justice which derives from them principles for allocating the
benefits from the main resources of society. An example of basic rules is provided
by the classical basic rights, and we will see that they in fact should be these rules.
Since these rights include that of free exchange, global (overall) distributive justice
will be concerned with the distribution of income. With people spending their
income, this distribution will determine the bulk of the distribution of goods in
society. Practically, the structure of the general income tax and the main redistribu-
tive transfers aim at implementing global distributive justice (however, respecting
rights to free exchange in the strict sense would imply basing distributive taxes
not on earnings but on capacities to earn or wage rates,'” a property which, for
given capacities, implies an absence of wasteful disincentives or incentives). Global

15 Rawls’ own basic reference consists of “considered judgments” in “reflective equilibrium.” This con-
stitutes sane advice, but is not very explicit and precise. However, one thing he sees that should be
considered is the possibility of deriving the solution from a social contract in an “original position.”
Now, both social contracts and original positions are concepts belonging to the family of endogenous
social choice. We shall see, however, that Rawls’ theory of the original position has general and spe-
cific problems of justification (Chapter 21), and that endogenous social choice offers other methods
(Part IV in general).

16 See Modern Theories of Justice (1996a), Chapter 1.

17 See Kolm 1974. We will see that information about wage rates is, on the whole, more available than that
concerning incomes (Chapter 10).
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distributive justice is the concern of this study. Besides macrojustice, society dis-
plays multifarious issues of microjustice, dealing with particular, specific, or local
questions, with all kinds of issues, size, scope, importance, and criteria. Some can
be very important (particular lives may be at stake), while others are trivia. It
also is fruitful to consider a field of “mesojustice,” concerned with questions that
are particular and specific, and yet importantly concern everyone, such as with
education and health.

4.2. Equal labour income equalization

The result of the derivation of global distributive justice will turn out to have a very
simple and remarkable structure. It says that the individuals’ product of the same
notional labour should be equally shared. This is the principle of equal labour
income equalization or ELIE. This notional labour is the “equalization labour.”
This principle is redistributive if the equalization labour is not zero, because
the individuals have different productive capacities, and hence, different wage
rates. ELIE erases these differences for the equalization labour, but not for the
rest. For example, the (re)distributive transfers would amount to equally sharing
individuals’ earnings during one day and a half per week. This duration can be
different, and the volume of present-day actual national redistributions would be
achieved by such a scheme with durations between one and two days per week
(from the United States to Scandinavian countries). Moreover, the equalization
labour should also specify characteristics other than duration, notably education
and training, and intensity of labour (all this will be made precise in later chapters).
ELIE amounts to a balanced set of transfers where each individual receives or pays
the same multiple of the excess of the average wage rate over her wage rate (a
tax for individuals more productive than average, a subsidy for individuals less
productive than average); the factor of proportionality is the equalization labour.
An individual with a lower productivity than another receives an income transfer
higher in this proportion. The information necessary for the implementation of
this distributive policy consists of the wage rates, which are globally easier to know
than most items on which present actual taxes are based.'®

These ELIE transfers are based on individuals’ given capacities, once the equal-
ization labour is chosen. Hence, they produce no wasteful disincentives or incen-
tives, they induce no Pareto inefficiency (their base is “inelastic” in economists’
terms — that s, it is not affected by individuals’choices and actions). Pareto effi-
ciency means that no other possible state is preferred by everyone (with possible
indifference for some). The principle of unanimity implies and requires that the
best possible state be Pareto efficient (this will provide the shortest derivation of
ELIE from the principle of unanimity).

18 Chapter 10 will show how the present subculture of academic economists attaches a biased, mistaken,
and excessive importance to this issue of information.
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The set of ELIE transfers is also equivalent to each individual yielding to each
other the product of an equal labour (a fraction of the equalization labour). This
is a general balanced labour reciprocity.

4.3. The equalization labour

The equalization labour represents a degree of redistribution, equalization, soli-
darity, reciprocity, and economic community in the considered society. It mea-
sures the degree of equal sharing of the income values of individuals’ productive
capacities, or the degree of individuals’ mutual rights in these values of others’
capacities. It also turns out to be the minimum disposable income as a fraction
of the average productivity, for individuals who are not responsible for their low
earnings (individuals who can earn nothing!? receive thisamount, and others have
more than it if they work more than the equalization labour). This coefficient also
is the proportion in which a deficit in given productivity is compensated by an
extra income transfer.

Individuals’ self-interest favours high equalization labour for people less pro-
ductive than average and low equalization labour for people more productive than
average. However, the relevant view of individuals for determining this parameter
is their conception of what is appropriate for society and just, rather than their
self-interest. The determination of these conceptions and the resulting derivation
of justice in society constitute the topic of the theory of endogenous social choice.
Part IV of this study will present this theory and its application to the determina-
tion of the degree of redistribution, using methods that will be briefly outlined in
Section 7 of this chapter.

4.4. Relations with the main distributive theories

Global distributive justice, and notably this structure, will logically result from
the facts of social freedom and consensus (each turns out to imply the other, as it
will be shown??). It is closely related to the main distributive concepts, principles,
and theories, most of which have a place in the derivation. This will be the case
for the classical basic rights — which are one presentation of social freedom — ;
for the classical process-liberal theory of “full process-freedom” which derives
the other legitimate rights from free action, exchange, or agreement; for lowering
income inequalities; and for social efficiency in Pareto’s sense (derived from the
criterion of unanimity). Basic needs can intervene in the choice of the equalization
labour. The equalization of the products of the equalization labour is an allocation
according to desert, as opposed to according to merit. The choice of the equaliza-
tion labour, derived in Part IV by endogenous social choice, will meet a number

19 Because of lack of marketable capacities or of standard unemployment (see Chapter 13).
20 In Chapters 2 and 4.
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of subtheories of the latter, among which various theories of consensualization by
information, dialog, or notional constructs, such as theories in the family of the
“original position”! and related ones, and the theory of the distributive or moral
surplus.?

The ELIE structure turns out to be the application of Plato’s and Aristotle’s
theory of justice to labour and individuals’ productive capacities.”> This theory
consists of the two following principles: each individual merits the product of
her actions, and what is given to society should be equally shared. The first part
implies that each individual is entitled to the “full product of her labour.” The
second, however, implies that the a priori advantage provided by the availability
of the given productive capacities is equally shared. The outcome depends on
whether these capacities are measured in output or in time of use (whose units
can be equated across individuals as a basic moral stance), and the general case
will turn out to be the ELIE distribution, where the products of a notional “equal-
ization labour” are equally shared — which amounts to given transfers from the
more productive to the less productive individuals (see Section 5.5 below and
Chapter 9).

The obtained distribution and distributive scheme will be compared with the
various distributive modes, structures, principles, and methods actually applied
or proposed by philosophers or economists, according to their various aspects,
in Parts III and V of this study. Such comparisons will also be met all along the
presentation, when opportunity makes them relevant.

5. THE REASON: RESOURCES, RIGHTS, AND FREEDOMS
5.1. Bases

5.1.1. The structure of implications

Unanimity leads to the solution through a sequence of implications (which are
summarized in Figure 1-1 in Section 6). It first leads to the ELIE structure, and
then to the full solution through the determination of the equalization labour.
The next chapters of the present part of this study show the reasons that lead to the
ELIE structure derived in Part II. These reasons are and articulate as follows. The
social or ethical reasons will be based on unanimity, although the direct valuation
of basic rights can play a role. These reasons lead to this structure through the
requirement that the measures of the distributive policy be based on valuable

21 Which have to differ from Rawls’ or Harsanyi’s presentations, though.

22 See The Optimal Production of Social Justice (Kolm, 1966a).

23 See Plato’s The Laws and Aristotle’s Nicomachean Ethics and Eudemian Ethics. The exact way in which
ELIE distributive schemes apply these ideas, and in particular their diorthic justice, is presented in
Chapter 16.
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inelastic items. A base of a measure is elastic when agents can modify it and
inelastic otherwise. The elasticity matters when the agents want to modify the base
as aresult of the measure. Valuable inelastic bases are given resources (the classical
“natural resources”). Unanimity will imply inelastic bases directly through Pareto
efficiency and, more interestingly, through its requiring social freedom which
implies such bases for distributive policies (as we will see). In the given natural
resources, only the value of given productive capacities will remain for distribution
because the other aspects of these resources turn out to be discarded for the purpose
of macrojustice*: nonhuman natural resources are discarded for reasons of relative
importance, localness, and impracticability; eudemonistic capacities (capacities
for deriving satisfaction) are by consensus (for this purpose); and rights to use
capacities and benefit from this use are discarded because of social freedom. Then,
the question of the measure of productive capacities will lead to the ELIE structure.
The specification of these various implications and of their reason are developed
in Chapters 2, 3, and 4 for the issue of social freedom and in Chapters 5 as concerns
resources and 6 as concerns capacities. The main points are summarized in the
rest of this section.

5.1.2. Unanimity efficiency

The principle of unanimity implies that a state should not be chosen if another one
is unanimously found better (with the possibility of some indifferences). Hence,
the chosen state should not have this property; that is, it should be “Pareto effi-
cient.” Pareto efficiency is usually considered for individuals’ evaluations of their
own self-interest. Then, measures of a distributive policy based on elastic items
create effects of disincentive or incentive of the kind that, prima facie, jeopardizes
Pareto efficiency. This is one of the most classical results and topics of economics.

One can, moreover, consider the social and moral judgments of the members
of society, which are either actual judgments of theirs or notional judgments
constructed from their actual views, as will be explained in Part IV of this study.
Such judgments evaluating the distribution normally favour each individual’s
interest when the others’ interests are given. This can result from impartiality
since the individual normally favours her own interest. Hence, each individual
morally favours that some interests are better satisfied while no interest is less
satisfied. Moreover, a state chosen by endogenous social choice certainly is such
that no other possible state is morally found better by all individuals. Hence, this
state should be such that no other possible state favours some individuals’ interest
without impairing any other’s. That is, it should be Pareto-efficient with regard
to interests. Therefore, a policy based on elastic items also prima facie jeopardizes
Pareto efficiency for the social-ethical individual evaluations: from the situation

24 The question of information about the distributive basis is the topic of Chapter 10.



20 Macrojustice: An overview of its place, method, structure, and result

it yields, it is possible to improve all interests (with some possible indifferences),
and hence also to improve all social-ethical evaluations.?

5.2. Social freedom

5.2.1. The forms of social freedom: Basic rights and process-freedom

However, this conclusion about the policy base also results from the consideration
of social freedom. This consideration is, furthermore, interesting in itself because
it provides the general rule of macrojustice in the form of the classical basic rights,
as well as the basic theory of full process-freedom (see Chapter 3). We will see that
with the proper conceptions, these rights result from unanimity. However, they
can also be endorsed for mere direct ethical or social reasons, as they usually are.

In fact, social freedom, that is, individuals’ freedom from forceful interference,
is classically considered under two alternative forms, which differ in emphasis,
style, and use. One form consists of the classical basic rights or freedoms (or just
“basicrights” or “freedoms”), which specify various topics and fields of their appli-
cation,?° emphasize their own moral value in asserting themselves as imperatives,
and are incorporated in legal processes and constitutions, and enshrined in histor-
ical declarations. The other form is process-freedom, that is, freedom to act, and
to benefit from the intended consequences of one’s acts, without forceful interfer-
ence. This presentation is more theoretical and hence simpler than the statement
of basic rights. It emphasizes the noninterference with the consequences of acts,
which is more implicit in the classical statements of basic rights, where it appears,
in particular, in the respect of property or of properties when property rights have
been obtained from free exchange or other free action (free exchange implies mu-
tual interference, but not forceful one). Process-freedom is, indeed, mostly applied
to the economic aspect of life in society. Full process-freedom, that is, the assump-
tion that process-freedom prevails throughout society and extending in time,
develops into an elaborate theory, including that of free exchange and of the legit-
imacy of rights resulting from it. This theory, morally endorsed by “process liberal-
ism,”?” constitutes the central social-ethical theory of the modern world, by its en-
dorsement and also by its being the focus of the criticism addressed to it. However,
we shall see that the main moral defects of this system, such as the possible poverty,
inefficiencies, destructions, selfishness, or hostilities that can result from markets,
are not, in fact, necessary consequences of the principle of process-freedom, but

25 Such individual social-ethical evaluations, impartial and increasing with all interests, will be considered,
defined and used in Part IV. However, individuals’ social ethical evaluations can also have other structures.
For instance, the case where individuals have preferences for equalities in the allocation of specific goods
will be considered in Chapter 16 (the necessary structure of such preferences is presented in Kolm 1977a).

26 Such as rights to move, communicate, worship, participate in political decisions, apply to positions, hold
property; freedom from arbitrary arrest; and rights to security and to due process of law.

27 In non-English European languages, this is just “liberalism” with an emphasis on “economic liberalism”
(see note 31).
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result from particular applications of it. In particular, process-freedom does not
imply an absence of distributive policy — as held by classical process liberalism.
Indeed, the policy measures do not interfere with acts or their intended conse-
quences if they are based on inelastic items.?® They can notably redistribute the
rent of individuals’ given productive capacities (that is, the value of their avail-
ability for use). This can provide income to individuals who can obtain only too
little or nothing from the market.

The classical basic rights or freedoms (or basic rights or freedoms) are the
object of official definitions with very numerous cases of application. They are,
indeed, the basis of our constitutions, and hence the framework and source of
law. They are enshrined in historical declarations.”® They essentially protect the
individual. Individuals, they say, have the right to safety for themselves and their
property (property is legitimate possession). They have the right to do anything
that does not infringe upon others’ basic rights. They, in particular, have the right
to express their views, move around, and so on (but they may not be a priori
entitled to other means to use these rights). They have the right to benefit from
due process of law. They also have the right to be a candidate for positions. And
they have the political right to participate in collective or public decisions (that
concern them). The structure of taxation (according to means) and minimal
subsistence are sometimes added. However, these rights essentially amount to
an absence of forceful interference from other agents, including the government
(except for protecting such rights).*

Full process-freedom means that process-freedom prevails throughout society,
and its moral endorsement is “process liberalism.”! It is analyzed by an elaborate
theory, emphasizing free exchange and the time dimension, and developed by a
long tradition involving law, economics, and philosophy.* This is the theory of

28 They can only indirectly affect the acts, for instance through “income effects.”

2 The 1789 Declaration of the Rights of Man and of the Citizen intended to be more philosophical and
universal than the American texts (the previous Declaration and the simultaneous Bill of Rights). It has
to be accompanied by the 140 pages of records of the debates of the National Assembly, which explain
their meaning, intent, and reason (these debates may constitute the foremost historical text in political
philosophy). The first draft was written by Jefferson, Condorcet, and Lafayette and presented at the
National Assembly on July 11, 1789. More details and references will shortly be proposed.

30 Further discussion will be provided in Chapter 4 (see also Kolm 1989a/1991, and 1993a).

31 Thisisjust called “liberalism,” notably “economic liberalism,” in pre-twentieth-century Englishand in the
other European languages. However, present-day English uses “liberalism” in another sense, implying
public transfers and interventions. Hence the expression “process liberalism.” The irony, however, is
that, in the end, process liberalism does imply public transfers and interventions, as we will see, although
specific ones derived from the concept of process-freedom.

32 A full integrated and deductive presentation of this theory can be found in The Liberal Social Contract
(Le Contrat social libéral, 1985a). John Locke (1690) is the early landmark author. In recent times, Robert
Nozick (1974) emphasized the time regress structure of this theory, but omitted the two reasons for a role
of the public sector much larger than the right-protecting “minimal state”: the correction of market and
exchange “failures” by “liberal social contracts” (see Chapter 3 and Kolm 1985a and 1996a, Chapter 5),
and the distribution based on capacities described here. Note that the theory for which Murray Rothbart
(1973) used the term “libertarianism” is a fundamentally different one. Indeed, for process liberalism,
the limit to an individual’s freedom is others’ liberal rights (that is, basic rights or rights created by the
liberal process). By contrast, for these “libertarians,” the limits to an individual’s freedom is others’ force.
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the legitimacy of rights and property resulting from free action including free
exchange. This constitutes the central social ethics of modernity, whether it is
supported or criticized (as by the variety of classical socialist ideas). From the def-
inition of process-freedom, full process-freedom entails that distributive policies
should not interfere with agents’ acts or with the intended consequences of their
action. This implies that distributive policies should be based on other items,
that is, on inelastic ones, which finally means on given or “natural” resources
(since these items should also be valuable for making sense for distribution).
These resources include given human capacities to produce or to enjoy. Hence,
full process-freedom does not preclude distributive policies; it only requires them
to have a specific form. In fact, two main criticisms are standardly addressed to
the classical process-liberal praise of the market, in addition to the psychosocial
considerations alluded to such as encouraging selfishness: the poverty of indi-
viduals who can earn only little (or nothing) from the labour market; and the
other incapacities or diseases of the market system, which can make it inefficient.
However, this classical process liberalism omits two aspects of the full theory
of process-freedom: process-freedom can strictly be seen as not implying self-
ownership (each individual’s full ownership of herself),>* and as implying the
adequate corrections of “market failures.”

First, individuals who can earn only little from the market can receive transfers
based on their given capacities to earn. These transfers can notably come from
individuals who are relatively well-endowed with such capacities. These transfers
will thus be based on given capacities, which are inelastic items and human natural
resources. Not being based on individuals’ acts or their intended consequences,
they respect process-freedom (and do not create incentives or disincentives of
the type that impairs Pareto efficiency). These transfers can be justified by the
fact that individuals are not considered to be a priori entitled to the full value
of their given productive capacities (we will see that, then, the required transfers
will depend on the morally relevant measure of these capacities, which can be
measured by the output they can produce, the input they can use, or a mix of
both). Then, these transfers amount to a distribution of the rent of productive
capacities, which does not abide by full self-ownership (the assumption that indi-
viduals own all the rights concerning themselves). The rent of an asset, in particular
of a capacity, is the a priori value of the availability of this asset, irrespective of
its use. Of course, the right to use a capacity and to benefit from this use belongs
to the holder of this asset as a direct application of the definition of process-
freedom, since acting is using one’s capacities. And yet, this individual may have

James Buchanan’s “public choice” is libertarian in this respect (see Kolm 1996a, Chapters 12 and 13).
Hence, a present tendency to apply the term “libertarian” to process liberalism entails much confusion.
In addition, Rothbart “borrowed” this term, which used to apply to left anarchism, a position equally
critical of government but otherwise diametrically opposed and related to the “general reciprocity” noted
earlier. Chapter 22 will compare these theories in more detail.

33 The question of rights in human beings is fully discussed in Chapter 5.
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to pay a rent for this possibility, and also may receive similar rents from others.
We will moreover see that, for the purpose of macrojustice, a consensual view
holds that individuals are entitled to, or accountable for, all that concerns their
capacities to enjoy income or consumption.** We will also note that the income
from nonhuman natural resources is but a small fraction of labour income, and
hence a fortiori of the rent of productive capacities. Moreover, the present owners
of most nonhuman natural resources have bought them, and hence a rationale for
a redistribution of these resources could not practically be realized. In addition,
many of these resources are seen as appropriate for distribution in the framework
of microjustice.” Therefore, global distributive justice focuses on the allocation
of the rent of productive capacities.

Second, markets are inefficient when they meet “market failures” due to ques-
tions of information or costs of exclusion and contracting, in situations of nonex-
cludable public goods, externalities, price rigidities, and so on. Achieving, as much
as possible, notably through public actions, what free exchanges would have led
to in the absence of the causes of these failures, can be seen as implementing
agents’ free choices impaired by these impediments, and hence as realizing their
process-freedom. This public realization of agents’ implicit agreements is in the
nature of a social contract and is a “liberal social contract.”?

5.2.2. Reasons for social freedom: Unanimities, basic rights, and costlessness

The most common evaluation of social freedom bears on its presentation as the
classical basic rights. These rights are legal in “democratic” countries where they
are, indeed, constitutional and the very basis of constitutions. Hence, the structure
of distribution and taxes they imply are the constitutional ones. One may also just
take these rights for granted because their respect is compulsory. However, there
also are direct and important reasons for these rights. The essence of these rights
is that they forbid forceful interference and violence, harm, and robbery. They
are necessary for the possibility of enjoying other goods. And they are also seen
as having a deeper value because they mean not being submitted to the unilateral
decision of another will; thus, they are particularly necessary for the existence of
agency, they are a condition for dignity, and respecting them is respecting mankind
and taking others “also as ends” (I. Kant).

For all these reasons, basic rights are also demanded by endogenous social
choice and unanimity, in two possible ways. Indeed, practically everyone wants
these rights for all in present-day modern societies (possibly everyone who suffi-
ciently thinks about it). At any rate, each individual wants these rights for herself.
This generally is a matter of fact. Moreover, the very definition of an action implies

34 See Chapter 6.

35 See Chapter 5.

36 Chapter 4 presents a very brief summary of this theory. See Kolm 1985a, 1987a, 1987b, 1996a, Chapter 5,
and many applications.



24 Macrojustice: An overview of its place, method, structure, and result

that the agent wants it and its intended consequences. Hence this agent has to want
an absence of forceful interference with the corresponding acts and consequences.
That is, she necessarily wants process-freedom and basic rights for herself. Then,
theindividual’s judgment concerning justice, being impartial by definition, should
equally want these rights for everyone (whether this view is actually held by the
individual or is a notional construct).?”

However, these various reasons for favouring basic rights can lead to their
adoption only if this is possible and if this does not entail costs of any nature that
could reverse the final conclusion. Now, such obstacles are commonly pointed out.
The idea that it is not possible that all individuals have all these rights — that they
are not copossible — is implied by the long tradition that holds that these rights
should have priority and yet should be “equal for all and maximal” (Rousseau,
Condorecet, the 1789 Declaration, John Stuart Mill, Rawls, and so on). The classical
basic rights have also been reproached for their individualism (by Robespierre and
Marx, for instance), and for their providing only “formal freedom” rather than
“real freedom” (Marx’s terms, and an idea developed by a long line of critiques
emphasizing the fact that these rights do not guarantee the other means of action,
and hence, the actual possibility of the actions they permit). Moreover, the market
system permitted by full process-freedom and property rights is often criticized
on three types of grounds: the market system may produce inefficiencies and
insufficient output because of its well-known microeconomic or macroeconomic
imperfections or failures; it may lead to unjust distribution, notably for people
who have nothing to sell but their labour force which is poorly paid or rejected;
and the market system may entail labour alienation, domination in the wage
relationship, selfishness, which it rewards and encourages, and hostile competitive
social relations.*

However, all these defects depend on particular interpretations and applications
of basic rights and full process-freedom, rather than on necessary ones (and, one
may add, rather than the most rational ones). This will be shown in Chapters 2
through 4, but the reasons can be summarized in the present outline. To begin with,
full process-freedom is better seen as implying both a correction of the “market
failures” and a redistribution that prevents poverty and distributive injustice,
although its principle will impose specific types of measures for both these policies.
Indeed, full process-freedom corrected for “market failures” according to “liberal
social contracts” is by construction immune from inefficiencies in Pareto’s sense
that could be introduced by these shortcomings of the market system. It entails, on
the contrary, the well-known virtues of efficiency of the market due to motivations
and a decentralized use of information. Moreover, people who can earn only
little — or nothing — from the labour market can receive, without interfering with

37 See Chapter 21.
38 A general analysis of the possible defects of process liberalism is presented in Modern Liberalism (Le
Libéralisme moderne, 1984b), and also in The Good Economy, General Reciprocity, op. cit.
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process-freedom, income from (given) natural resources, and notably some of the
rent of others’ given capacities.

These distributive possibilities have an important consequence as regards the
definition of the basic rights or freedoms. Any use of such a right uses other means.
Thus, there are two options for defining these rights. Either they include nothing
of these other means: they then are the pure, strict, bare, naked, or “formal” rights
or freedoms. Then, it often happens that someone cannot actually use such a right
or benefit from it because she has none of these other means necessary for the
use. Or someone can have only little of these other means, and hence can benefit
only little from this freedom. There can, in particular, be large inequalities in these
benefits across individuals. Then, it is commonly suggested that these bare rights
be complemented by the allocation, to each individual, of some of these other
means, which enable her to use the freedom and benefit from it. In Marx’s terms,
the “formal freedom” becomes “real freedom.” One has, however, to determine the
amounts of these other means for the various rights or uses. They are generally not
determined by technical necessities and considerations alone. The various rights
can thus be more or less favoured (this more or less favours the various individuals,
who can also receive different amounts of these means). However, when there is a
policy distributing or redistributing income among the individuals, with a concern
about justice, the choice of the other means for using basic rights can be left to the
individuals using and spending their income. One can then otherwise guarantee
only the “formal” freedoms, and therefore define, as basic rights, only the bare,
minimal, and formal rights. The resulting allocation of these other means then
respects consumers’ preferences, which is a condition for Pareto efficiency. In
contrast, so respecting consumers’ preferences with allocation of specific means
for the use of the various rights — which requires different means for the various
individuals because their preferences differ — demands an enormous and de facto
unattainable amount of information about individuals’ specific tastes.

Then, this definition of basic rights as bare rights or formal freedoms, stat-
ing the formal possibility without also providing any other means, permits the
full copossibility of these rights: all individuals can have all these rights in full.
Restrictions in the uses of these rights will result from the other means used. In-
deed, when several uses of basic rights conflict with each other, this conflict can
always be attributed to an allocation of particular other means (such as occupa-
tion of a specific space or medium at a specific date). Sufficient specification of
the allocation of rights in these other means make this conflict disappear. This
specification can result from individuals’ buying these means with their income,
or from allocations in the field of microjustice.*

Moreover, most of the various possible psychosocial defects of basic rights or of
markets are not imposed by them but result from their chosen applications. They

39 For a single individual, her uses of her various (bare) basic rights limit each other through her allocation
of other resources among these various uses.
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are their individualism, the selfish and possibly hostile relations, attitudes, and
sentiments fostered by the market system, and so on. Process-freedom, however,
permits gift-giving, reciprocity, cooperation, and cooperatives. Basic rights permit
traditions and communities that do not violate them.

In the end, the various classical shortcomings or vices of basic rights and
process-freedom are not necessary and intrinsic to them. They do not arise or they
vanish with proper understanding and applications of these rights and freedoms.
Therefore, basic rights and process-freedom can be desired for their intrinsic
value, or be required by unanimity or by unanimity of people’s conception of
justice.

5.3. Capacities

5.3.1. The focus of macrojustice on productive capacities

A tax based on acts directly, or through their effects, violates process-freedom,
and so does any balanced set of transfers based on the same such items for all
individuals.®’ At any rate, any transfers based on elastic items impair Pareto ef-
ficiency. For both reasons, unanimity (and, possibly, direct appreciation of basic
freedoms) require that distributive policy consists of allocating given valuables,
that is, “natural resources.” Note that capital has been produced by past acts, by
definition, and the relevant view is intertemporal. Thus, the scheme is: allocate
rights in given (natural) resources, and let full process-freedom in action, interac-
tion, exchanges, or agreements — with protection, if necessary, against aggression
or “failures” of the free process. However, the issue of macrojustice leads to a
narrower specification of the relevant substance of the distributive policy. Natu-
ral resources are either human, and they are the given capacities, or nonhuman.
Capacities include productive capacities, which can be used for production and
notably for providing an income, and capacities to derive satisfaction or happiness
from a given consumption or situation, the eudemonistic capacities.“

There is a de facto consensus, in the population, for thinking that someone
should not pay a higher income tax than someone else for the sole reason that she
is able to derive more pleasure from given income (and hence, from each level of
posttax income) or, on the contrary, that she enjoys extra income less than the
other does (and hence suffers less from its loss), if one can make such compar-
isons. That is, eudemonistic capacities are unanimously deemed irrelevant for the
just overall distribution of income. For the purpose of macrojustice, the individ-
uals are deemed accountable for their own eudemonistic capacities, or entitled to

40In a strict sense, lump-sum taxes redistributed by subsidies based on (depending on) acts or their
consequences imply no direct forceful interference with acts or their consequences (since the recipient
can refuse the subsidy).

41 The nature of capacities will be considered more closely in Chapter 6, and is analyzed in detail in Kolm
19964, Chapter 6.
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them. For this purpose, these capacities are considered private items, irrelevant
for public redistribution. It is thus consensually thought that they should not
directly influence the corresponding distribution. Of course, individual differ-
ences in capacities to enjoy or in sensitivity to pain can be relevant for particular
questions outside macrojustice. For instance, people suffering from deep depres-
sion should be helped, but this pertains to medical microjustice rather than to
macrojustice. Thus, eudemonistic capacities do not directly appear in the ELIE
principle (although they indirectly influence prices and wages through demands
and markets).

Moreover, labour income is very much larger than income derived from nonhu-
man natural resources in social income, and productive capacities would produce
still more with more labour; most nonhuman natural resources have been bought
by their present owners, and hence a principle of justice for allocating them is
hardly applicable; and many are seen as properly allocated by considerations of
local justice or microjustice.*? Hence, macrojustice can focus on the allocation
of rights in productive capacities.*> However, process-freedom requires that each
individual has the right to use her capacities and to fully benefit from this use.
Hence, the distribution only bears on the value of the a priori availability of these
capacities, that is, their rent.**

5.3.2. Sharing the value of productive capacities

A productive capacity permits transforming labour into output — say, into income
or consumption one can buy with it. Equivalently, the productive capacity per-
mits obtaining leisure for each amount of foregone earned income. The markets
compare the products of various labours in income units, which can also buy
consumption. On moral grounds, however, it is also relevant to equate the values
of units of time of life of individuals (a labour value, or leisure or life value). The
amount of an individual’s productive capacity available can be measured by the
total product it can provide (with no leisure in a relevant sense), or by the total
labour it can use, which is also the total leisure it can permit (with no output).
These are its rent in income value and in leisure-labour-life value, respectively.
In the general case, this rent is measured partly in input for some amount of
leisure-labour, and partly in output, for the rest. Then the equal sharing yields an
equal sharing of the output of the later part. That is, an equal redistribution of the
individuals’ incomes produced by the same labour (but with their different respec-
tive productivities).*> The choice of this “equalization labour” reflects the moral
weight attributed to output and consumption relative to time of life (leisure or

42 See Chapter 5.

43 The allocation of nonhuman natural resources is analyzed in full in the book The Liberal Social Contract
(Le Contrat social libéral, 1985a). The main issues and solutions will be noted in Chapter 5.

44 The various types of rights in an asset, for application to capacities, are considered in Chapter 6.

45 A detailed derivation of this solution is presented in Chapters 9 and 12.
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labour). It is also the degree of redistribution (of output) in the society, and hence,
a degree of solidarity, community, and — we will see — reciprocity. The equaliza-
tion of incomes producible by this equal labour defines the distributive transfers.
Given these transfers, the individuals, in addition, freely chose their actual labour
and receive the corresponding market earnings. This result can equivalently be
presented as the individuals receiving the same income for the same “equalization”
labour (the average of their corresponding outputs), and receiving their market
earnings for the extra labour they choose to provide (they could also choose to
work less with the corresponding loss, but this will not be the normal case). The
obtained distributive scheme is “equal labour income equalization” or ELIE.

The case where the equalization labour is zero corresponds to an absence of
transfers and is full self-ownership. Then, the individuals equally fully own them-
selves. In the opposite limiting case, the equalization labour is the highest possible
labour — a case considered (but not endorsed) by Ronald Dworkin (1981). With
full self-ownership, individuals who can earn only little from the market consume
only little. Correspondingly, with maximal income equalization, individuals who
can earn much from the market have to work very much to pay their high re-
distributive tax (Dworkin’s “slavery of the talented”).*® In general, an individual
more productive than another is freer than her in the former case and less free
in the second, in the sense that, for each labour, her disposable income is higher
than the other’s in the former case and lower in the second; or, equivalently, for
each disposable income, she has to work less than the other in the former case
and more in the second. The other cases do not present this kind of domination
(the domains of choice intersect).

The classical leftist ideal of equal income, however, a priori means equal actual
disposable income. Yet, taking all aspects of this classical position into account
will show that it is realized by an ELIE with an equalization labour in the neigh-
bourhood of the lowest normal labour.*” However, in a large society such as a
nation, the equalization labour will turn out to be much lower, in between the
cases of this equal income and of full self-ownership.

5.3.3. Meaning and history

In fact, the classical historical formulations of basic rights, or the applications that
followed them, introduced public aid to individuals who can earn only little (or
nothing) from the labour market. They also stated a financing by taxes according
to means. However, for earned income, taxing according to “ability to pay” means
according to ability to earn, that is, to earning or productive capacities. Hence,
the outcome finally consists of transfers according to productive capacities. This
precisely is the result obtained in the present analysis.

46 See Chapters 7, 9, and 12.
47 See Chapter 11.
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Process-freedom amounts to the right to use one’s capacities and to receive all
the benefits from this use. This right has a price, which is the rent of the capacity.
Classical process liberalism equates process-freedom with self-ownership. Self-
ownership of a capacity implies the right to use it and to benefit from this use,
that is, the corresponding process-freedom. However, the converse does not hold.
A capacity is an asset. The right to use an asset and to benefit from this use has
a price, the rent of this asset. Yet, someone who has the right to use an asset and
to benefit from this use can be either the owner of this asset or its tenant. The
difference is that the owner owns the rent and hence does not pay it, whereas the
tenant pays the rent. In particular, with process-freedom, an individual may own
the rent of a capacity of hers, and this is self-ownership, or she may have to pay
this rent to someone else, and this is self-tenancy. Process-freedom implies self-
ownership or self-tenancy. This contrasts with the classical process-liberal implicit
belief that process-freedom implies self-ownership. Moreover, an individual may
have to pay the rent for only part of her capacities (she may be owner for a
part and tenant for the rest). She may also jointly pay a rent for a capacity of
hers and receive rents for others’ capacities. This can more or less equalize the
distribution of the income values of productive capacities without interfering
with process-freedom. In particular, ELIE distributions amount to each individual
receiving the money rent of the same fraction of each other’s given productive
capacities, or of the same productive capacities measured by the labour that can use
them.*8

The basic value can be taken to be process-freedom or self-ownership. From
a notion of natural right, John Locke (1690) derives not only the right to safety,
but also full self-ownership, although he also emphasizes ownership from labour
rather than from first occupation (which may justify self-ownership if applied
to capacities), and he states a right to means of subsistence. However, from the
eighteenth century on, process liberalism doubtlessly intended its basic value to
be process-freedom. This is clear in the statements of basic rights, as well as in
innumerable commentaries at all levels of sophistication. However, this theory
actually endorsed full self-ownership, from the unwarranted belief that process-
freedom implies it.

5.4. Summary: Unanimity, efficiency, and basic rights

The implication leading from unanimity to a policy sharing natural resources
involves the concepts of basic rights and process-freedom, and Pareto efficiency.
These concepts are interlocked by a network of implications. Unanimity directly
implies Pareto efficiency. We also have seen that it implies basic rights, either
directly or through the fact that each person desires them for herself (she has
to) while impartiality then requires that she wants them for the others as well

48 Chapters 9 and 11 more precisely show this property.
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(given that the conceivable impossibility and detrimental allocative and distribu-
tive effects are avoided by the proper conceptions of these rights as nonrival and
of process-freedom as implying the liberal correction of market failures and not
implying full self-ownership).

However, the classical basic rights include political rights of participation to
political or collective decisions. This will implement any unanimous desire. Hence,
basic rights imply the principle of unanimity.

Moreover, the classical basic rights also include the right to be a candidate for
positions. Now, if a state is not Pareto-efficient, by definition there exists another
state preferred by everybody (with the possibility of indifference for some people).
Then, any person can propose, as a political program, the implementation of this
other state. Given the general right of political participation, she will win with the
unanimity of votes. Or, if several such programs are proposed, at any rate there
will be no voice for the Pareto-dominated state. This holds with any voting rule
or weighted voting. Therefore, the classical basic rights imply Pareto efficiency
in this way. Hence, Pareto inefficiency implies that there is some violation of the
classical basic rights. As a consequence, it is unconstitutional in countries with a
constitution based on these rights. Issues of information and the constraints they
may create can easily be introduced in this reasoning.

Basic rights and process-freedom — we have seen — are essentially two ways of
looking at the same thing, the former both empirical and moral, the latter theoret-
ical and developing into the elaborate theory of full process-freedom. Moreover,
basing measures of distributive policy on inelastic items is necessary and suffi-
cient for their respecting Pareto efficiency, and for their respecting full process-
freedom in a strict sense. Process-freedom entails the well-known efficiency of
market systems due to interested incentives and a decentralized use of the rel-
evant information; furthermore, it is conceived as including the correction of
inefficiency-generating “market failures” according to “liberal social contracts”
which implement the hypothetically process-free outcomes.*’ This latter task is
the role of the allocation function of the process-liberal public sector. It comple-
ments the distribution function which allocates the given (or natural) resources,
and notably the value of human capacities.® These two reasons lead to a public
sector much more important than the “minimal state” restricted to the policing
of rights, but whose allocative and distributive task is well-defined from these
applications of basic freedoms and unanimity.

6. A SUMMARY OF ISSUES, REASONS, AND RELATIONS

A network of implications thus leads from endogenous social choice implying the
endorsement of unanimity to the ELIE structure of overall distribution and the

49 See Chapter 3.
%0 Richard Musgrave (1959) appropriately calls these functions the allocation and the distribution
“branches” of the public sector.
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determination of the degree of redistribution and community (the equalization
labour). This network is represented in Figure 1-1. The nodes are unanimity,
classical basic rights, full process-freedom, Pareto efficiency, the sharing of natural
resources, the restriction to productive resources, the restriction to productive
capacities, the ELIE structure, and the determination of the equalization labour.
Arrows indicate implications (the reason is sometimes indicated).

7. THE THEORY OF ENDOGENOUS SOCIAL CHOICE AND THE
DETERMINATION OF THE DEGREE OF REDISTRIBUTION:
A SHORT OUTLINE

The derivation of the ELIE structure of global distributive justice has used the rule
of unanimity solely for choosing basic rights and Pareto efficiency, and for discard-
ing a direct relevance of eudemonistic capacities for macrojustice redistribution.
By contrast, the determination of the degree of equalization (the equalization
labour) can use most aspects of endogenous social choice applied to the problem
of distribution. The point is to show how all individuals deeply agree about the
solution, in spite of the opposition of their interests. The concepts and methods
of endogenous social choice, and this application, are presented in Part IV of this
study. The following remarks aim only at providing a glimpse of the problems
met and of the methods used.

Determining distribution from unanimity a priori constitutes a challenge, since
individuals’ interests are by definition and nature opposed to one another in a
problem of distribution. The degree of distribution (the equalization labour) ofan
ELIE scheme precisely epitomizes this opposition, since an individual’s interests
are favoured by its being either the highest or the lowest possible, depending on
whether an individual’s productivity falls short of the average or exceeds it. How-
ever, the relevant evaluations of the individuals for solving this problem is not
their interest but their social and ethical judgment, and notably their view about
justice, which by nature should be impartial toward all individuals’ interests. This
raises a number of problems, though: individuals may not have such views (which
should then be notionally built from their other preferences); these views may dif-
fer across individuals; and these views should be made to properly influence the
outcome, possibly in being known to a policy maker, while individuals also have
self-interested or self-centered preferences.”! Endogenous social choice consists
of providing solutions to these questions.

These relevant social and moral views of the society or of its members can
concern general sentiments of community, solidarity, or reciprocity, or judgments
about just distribution (both can lead to the degree of redistribution). Although
expressed by individuals, such views are more part of the culture than intrinsically

31 Self-centeredness includes favouring certain other people because of their particular relations with one-
self, or because of a particular liking irrelevant to issues of justice.
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individual. They are more norms than ordinary tastes. They can thus be estimated
from an overall sociological and cultural analysis, or from a specific analysis of
individuals’ social-ethical preferences. The latter will be emphasized in the present
work. However, a common culture in itself tends to make these views of individuals
more or less proximate to one another, either in the society as a whole or in
subgroups within it.

The considered convergence of these views of individuals can be actual, notional
(theoretical), or a mix of both. It will result from properties which are inherent to
the nature and definition of these social-ethical conceptions, and from relations of
various types among individuals’ views. These properties and relations can also be
actual, notional, or a mix of both. These properties are impartiality, information,
and general properties of rationality. Impartiality is an a priori property of the
concept of justice. It is only a structural property which can have various applica-
tions. And yet, impartiality of some sort is a necessary structure and property of
all conceptions of justice. Full relevant information is also a necessity, since ethics
cannot rest on ignorance, confusion, mistaken beliefs, and misunderstandings.
This is one aspect of rationality, and an ethical view should also abide by the
other general aspects of rationality. The relevant impartiality and information of
individuals will be about the same overall items: the interests or the social-ethical
judgments of all individuals. Hence, these properties in themselves constitute a
type of relation among the individuals’ views they characterize. More impor-
tant, they provide an important progress in the direction of consensus. Indeed,
impartiality among individuals’ interests erases the opposition due to interests,
which is the hallmark of problems of distribution.’? And properly informed and
rational views cannot differ because of divergent beliefs or irrationalities. Further-
more, we will see that full consensus finally results from extensive conceptions of
information about, or impartiality among, individuals’ social-ethical views.>®

Concern and information about others and their views are closely related.
Concern requires some information, and sufficiently extended and deep infor-
mation about others entails concern. Indeed, knowing others’ sentiments and
emotions in the deep sense of feeling how they feel certainly entails this concern
(empathetic information). The same result obtains from sufficiently knowing the
reasons of others’ evaluations, and the causes of their relevant preferences due
to influences or life experiences, with the same experiencing knowledge of the
sentiments elicited by these facts (formative information). Then, with everyone’s
perfect and full information about others, including these types of information,
individuals’ preferences about the situation cannot but coincide. This state, how-

ever, will often have to be only notional and, then, it should be theoretically
modelled.”*

52 See Section 3.2 of this chapter and Chapters 20 and 21.
53 See Chapters 19 and 21, respectively.
>4 See Chapter 19.
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Information about others is mutual and often comes in the form of a dialog. In-
formation about facts, reasons, judgments, and sentiments can be transmitted in
this process. This improves information about others and also, possibly, concern
for them and impartiality. It may also make views converge, possibly to a consen-
sus with full relevant information. However, these transmissions can also meet a
number of difficulties. One can then consider a notional dialog in building a the-
ory of this process of information and influence. The considered dialog can also
stop short of full consensus and be completed by any method of social choice such
as vote, exchange agreement with mutually conditional concessions, a notional
such exchange which is by definition a social contract, or any other method of en-
dogenous social choice. Inequalities in means and capacities to communicate and
persuade can be compensated or checked by rules (such as the Athenian isegoria,
equal time of public expression).>®

A more specific theory of individuals’ impartial concern can assume that each
individual considers that her relevant items are replaced by those of all individuals
successively in time (moral time-sharing), as uncertain possibilities (moral risk),
or as various aspects of a multiple-self personality. These items can be the interests
relevant in the considered distribution (income or welfare, for instance), or in-
dividuals’ social-ethical views. These individuals’ evaluations are impartial (with
equal duration or probability). They are closer to one another than the initial
individual evaluations each of them synthesizes. However, they still differ across
individuals. Yet, consistency suggests treating this new difference as the initial one
has been, in assuming that each individual holds each of the new views succes-
sively, as uncertain possibilities, or in a multiple-self fashion. The new individual
views are still more similar, and yet still different, and the same operation can
be repeated. This moral regress tends to consensual preferences, and in beginning
the process by individuals’ relevant interests, a unanimous evaluation of them is
obtained.*®

Another way of solution starts from the fact that individuals actually care for
others’ allocations in a way that depends on these others’ particular relations with
them — such as being their neighbours, children, or brothers, or belonging to the
same group or category of any kind, and so on. An individual’s impartial evalua-
tion of a distribution can be obtained from her actual evaluation in assuming she
considers all allocations of society members as being those of individuals in the
same relation with herself (including her own allocation).’” These impartial evalu-
ations are closer to one another than are the initial self-centered views. Remaining
differences can be reduced by an iterative process taking these individuals’ new
views as the object of each individual evaluation.

%5 The theory of dialog is presented in Chapter 20.

56 This theory is presented in Chapter 21. It includes, in particular, the rational theory of the “original
position,” which is a type of moral risk.

57 The theory of this impartialization of individuals’ judgments is proposed in Chapter 21.
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Individuals generally have both self-interested or self-centered concerns, and
the noted social-ethical views (they sometimes give priority to the former in a
structure of “lexical self-interest”). However, endogenous social choice should
directly rest on the latter views, and therefore should discard self-interested con-
cerns from individuals’ overall evaluations. This can be done at the individual or
at the social level.

For instance, if an individual action or expression does not affect this individ-
ual’s interest, no interested reason induces her not to reveal or manifest her ethical
view. This happens when the individual is “small in a large number” (a “mass ef-
fect”). It also happens when the issue does not affect the interest of this particular
individual, and then her ethical and all-encompassing views coincide if nothing
else intervenes®® (they are interest-neutral judgments). In particular, for an ELIE,
individuals whose productivity is average neither receive a subsidy nor pay a tax.
Their interest is not (directly) affected by the equalization labour or degree of
redistribution, and hence their view about it a priori reflects their social-ethical
opinion only. Moreover, since such opinions of the individuals have no reason
to be correlated with their productivity, these average-productivity judgments
provide an unbiased sample of interest-neutral opinions in the whole society.

Self-interests are also erased, but at the global level rather than at that of indi-
viduals, by the method of the moral surplus. An initial remark can be that simple
majority voting equally weights the votes of individuals who are deeply concerned
by the choice and the votes of people who are almost indifferent about it. Hence,
votes should be weighted by a measure of concern. However, we have seen that,
for transfers implementing global distributive justice, the relevant measure of the
relative concern of individuals excludes their eudemonistic capacities. Hence, this
measure boils down to income or money equivalent, or willingness to pay (either
positive or, for aloss, negative). The algebraic sum of individuals’ money or income
equivalent of a choice, or willingnesses to pay for it, is the classical “surplus.” Pre-
ferring an alternative to another when this replacement yields a positive surplus —
the method of the surplus — is the standard principle in benefit-cost analysis. The
theory of the moral or distributive surplus applies this principle to the distribu-
tion among individuals.®® An individual has two types of reasons to be concerned
with this distribution: her self-interest, and other reasons and notably concern
about ethics and justice. An individual’s willingness to pay for a distribution of
income (or income value of it) for a reason of self-interest precisely is the amount
she receives (or yields, then with a negative sign). In a pure redistribution, these

58 Such as envy, jealousy, malevolence, unfair favouritism, and so on.

%9 The general and complete theory of the surplus is presented in Chapter 26. There, the difference between
money or income equivalent and willingness to pay is made precise, and it is shown that the classical
difficulty with the method of the surplus it underlines (pointed out by T. Scitousky in 1941) is in fact an
asset of this theory (see Kolm 1966a).

60 The full presentation and analysis of the theory of the moral or distributive surplus constitute the first
parts of the essay The Optimal Production of Social Justice (Kolm 1966a).
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transfers balance, and hence the (algebraic) sum of these amounts is zero. There-
fore, in the surplus of a redistribution, the values corresponding to these self-
interests cancel out, and the effect of this motive vanishes. Hence, there only
remains the balance of individuals’ income equivalents or willingnesses to pay for
other reasons, here their moral judgments about the distribution. Therefore, a
distribution from which all changes yield a negative surplus is selected by these
moral judgments only (this method will be precisely analyzed).®! This method
also amounts to the moral “compensation principle” (that is, individuals who like
a change can compensate those who dislike it), or to the highest social income
including moral external effects.

Both these methods of interest-neutral (in particular average-productivity)
judgments and the moral surplus work even when the individuals give priority to
their self-interest (lexical self-interest or selfishness).

The methods of endogenous social choice show, in general, how individuals
deeply agree about the just distribution or about ways of determining it. This
consensus can be overt, or hidden but real, or also conceptual in deriving logical
consequences from actual views. Endogenous social choice solves the problem
of social choice in considering both the psychological and the social dimensions
of individuals. The classical failures of standard social choice theory are due to
its considering only maimed, truncated, and rigid individual preferences, devoid
of their relevant psychological structures and social interactions, and hence, un-
realistic in precisely the required dimensions. Individuals have a sense of justice,
either explicit, or implicit but logically necessary. Their corresponding sentiments
are transformed by sufficiently knowing about one another or interacting among
themselves. And these structures and phenomena have specific properties which
can provide the solution. Individuals’ social-ethical views are, in fact, much more
social items than intrinsically individual ones. Social choice or justice is a so-
cial problem, to be solved by the social and cultural dimension of individuals,
as concerns both interpersonal relations and the corresponding dimensions of
individuals’ information and sentiments.

8. PRESENTATION OF THE BOOK

Macrojustice desired by society is but poorly hidden by individuals’ ignorance
and selfishness. Unveiling it is the subject of this study. This is done in three stages
respectively showing the bases of the solution, its structure, and the degree of
solidarity, in Parts [, II, and IV respectively. Parts III and V compare this finding
with existing or proposed distributive policies, with political philosophies, and
with the general social ethics of economics.

The bases consist of freedoms and resources (Part I). Freedom (Part 1.2) is ba-
sically social freedom, that is, an absence of forceful domination (Chapter 2). This

61 In Chapter 19. The reference in note 60 also considers cases where individuals care for others’ welfare or
happiness, the interested valuations of indirect effects of the distribution, and other issues.
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is classically manifested as the process-freedom of process liberalism (Chapter 3),
and as the classical basic rights (Chapter 4). Resources (Part 1.3) are nonhuman
natural resources (Chapter 5) and capacities (Chapter 6). The outcome is that
desired macrojustice has social freedom as basic rule, and then has to share the
value of the given productive capacities.

This sharing leads to the distributive structure of equal labour income equal-
ization analyzed in Part II. This derivation and the main properties of the result
are presented in Chapter 9, which is, in a sense, the central chapter. The rest of
Part I prepares or complements this chapter. Chapter 7 presents a general nonfor-
mal overview of theissues. Chapter 8 considers the technical structure of individual
production and the resulting models. The general derivation of equal labour in-
come equalization is the topic of Chapter 12 (Chapter 9 focuses, for simplicity, on
the case of equal duration income equalization). Chapter 13 considers specifically
the treatment of involuntary unemployment. Chapter 10 focuses on the issue of the
information necessary for the distributive policy, and shows that it is at least as
available as for other policies. Finally, Chapter 11 considers “income justice,” that
is, evaluations and policies based on incomes, and shows, in particular, that in-
come egalitarians’ complete view is best realized by a particular ELIE scheme. The
classical “principles of public finances” of “ability to pay” and “benefit taxation”
are also considered.

This result is compared with other policies and philosophies in Part III. The
terms of the comparison are set out in Chapter 14. Chapter 15 focuses on the
actual or proposed schemes of transfers and aid, such as support of low incomes,
negative income tax (income tax credit), universal basic income, or the welfarist
“optimum taxation.” Chapter 16 considers political philosophies, including Plato’s
and Aristotle’s theory of distributive justice, the full self-ownership of classical
process liberalism, and landmark “historical” egalitarian proposals of the last few
decades such as those of Rawls, Dworkin, and Walzer.

Part IV shows the general methods of endogenous social choice for determin-
ing the degree of community, reciprocity, solidarity, or equalization. Chapter 17
shows the dual nature — both individual and social — of social-ethical views and
of their implementation, the aspects of minimum income and of degree of re-
distribution of the coefficient, and properties of the way of determining it. The
three basic properties of impartiality, consensus, and information (notably, “em-
pathetic” and “formative” information) are considered in Chapter 18. Chapter 19
shows how to erase the self-interested bias in individuals’ views, either at the indi-
vidual level with interest-neutral judgments, or at the social level with the method
of the surplus evaluating redistributions. The ethics of communication and dia-
log, and its theory, are the topic of Chapter 20. Finally, Chapter 21 analyzes the
methods of impartialization toward consensus. This includes the impartialization
by the notional extension of individuals’ evaluation of the situations of individ-
uals in a given social relation with them. It also includes the impartializations by
conjunction in considering that each individual can have the relevant situations of
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all individuals successively in time, as uncertain possibilities (moral time-sharing
and moral risk), or as the dimensions of a multiple self, and in reaching unanim-
ity through repetition of the operation (moral regress) — an alternative being a
convenient aggregation.

Finally, Part V compares the obtained result for justice in society with the social
ethics that have been proposed or can be proposed in the framework of economics.
For this purpose, it presents a broad overview of economics’ social ethics, in
emphasizing the issue of the meaning of concepts, principles, and criteria, that
is, the aspect that is often not the strongest point of these theories. This overall
presentation may have an interest in itself. Its bulkiness and specificity lead to
presenting as a separate last part, rather than along with the other comparisons —
with policies and philosophies. Were it presented in comparative Part III, this
analysis would have delayed too long the study of the degree of redistribution,
presented in Part IV, which completes the presentation of the obtained result. Yet,
the comparisons with policies and philosophies probably help situate the obtained
result, and hence, are at their place in Part IIL. In fact, Part V was absent from
a first version of this study, but economist readers almost all demanded further
comparisons with normative ideas emanating from economics (this comparison
already existed with theories for which it was the most necessary). And it seemed
that this could not be done in a way shorter than the present Part V.

Inthis part, Chapter 22 presents economic analyses that are cases of the obtained
structure of macrojustice or closely related to them, such as classical liberalism
and other liberty-based views of Marx, constitutional public choice, Hayek, or
libertarians; income egalitarianisms; and the possible solutions to the problem
of defining a proper social ordering. The basic form of distributive principles,
which associates a substance of direct concern and a structure of interpersonal
comparison, is presented in Chapter 23, which shows, in particular, the rational
necessity of the prima facie properties of permutability (symmetry) and equality,
and the possible meanings of the extraordinary concept of utility. Then, Chapter 24
focuses on the two polar types of substance of direct concerns, happiness and free-
dom, and on the issue of the various comparisons concerning them. Various issues
concerning responsibility, desert or deservingness, merit, equality of opportunity,
basic needs and the formation of capacities, “fundamental insurance” and “funda-
mental reciprocity,” and others are presented and analyzed in Chapter 25. Finally,
Chapter 26 presents the general theory of equivalence, which considers properties
in various situations that all individuals find as good as each other, and its relation
with efficiency.

9. SUGGESTIONS FOR THE READER

As shown by the simplicity of the result — ELIE distribution and basic rights — the
whole topic is very simple. However, it uses two kinds of styles, each in a moderate
and easy form, which could be labelled the philosophical and the economic (with
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simple formal models). It is probably the case that most readers prefer to enter
into the topic with one or the other of these languages. This is quite possible.
Then, “economists” may prefer beginning with Chapter 9, for grasping the core
of the structure and meanings of the ELIE distributive schemes. Chapters 8, 12,
and 13 then justify and complete the formal model. And Chapter 10 deals with the
issue of information (which tends to particularly worry economists). However,
the justification of this distributive structure cannot avoid considering the (easy)
philosophy of social freedom and its forms (Chapters 2, 3, and 4), and of the
relevance of resources and capacities (Chapters 5 and 6). In an alternative strategy,
the mathematical models can be skipped (although each time something is lost),
but it is necessary to have a grasp of their conclusion and its meanings; for this
purpose, these results and their meanings and conditions are always repeated or
announced “in words.” The same holds for the methods of endogenous social
choice presented in Part IV. Moreover, a number of readers familiar with the
literature may want to read the comparisons of Part III at a rather early stage. And
the overview of economics’ social ethics with an emphasis on meanings, presented
in Part V, although it is set up for the purpose of comparison with the obtained
result, can also be read for itself.

10. A NOTE ABOUT FORM

The subtitle of this volume, The Political Economy of Fairness, was suggested by
the publisher. The title, Macrojustice, describes the basic intent and the heart of
this work, but this name is not common and may a priori seem a little odd.
“Fairness” sounds smoother — and possibly more subtle — than justice (and it can
be used as John Rawls did). “Economy” can indicate that the topic and intent
belong to economics — the allocation of resources and fiscal policy — as well as the
formal models used. But “political economy,” with the adjective, may suggest that
economics is closely integrated with political philosophy and social philosophy —
notably as concerns freedom in the first part and, in the fourth part, community,
the psychosociology of value, and a few methods such as dialog, original positions,
and so on (this is much deeper than just voting — a recent use of the term “political
economy”). This may also suggest the importance attached to the issue of meaning
in the comparison with economics’ social ethics in Part V.5

Let us also note that references will be either by authors’ name and date, as is
usual, or by the full title of the work when this is fitting in the discussion. The
precise referencing is gathered at the end of the volume.®’

62 Hence, “philosophical economics” might have been a better expression than “political economy,” but it
is not common (yet).

93 Finally, it may be pointed out that references to other works of the author are exclusively due to the fact
that a person’s mind and reflection has a unity, while repeating these ideas would be both impossible
because of place and unnecessary when they are available.



TWO. FREEDOM

Social freedom

1. PRESENTATION

The rest of Part I of this study completes the reasons and presents the sequence of
implications that lead to the structure of global or overall distribution analyzed
in Part II. There will be two kinds of items: social freedom and resources.

Social freedom means that there is no relation of force among individuals,
including when they act in groups or in institutions. This indeed amounts to
each individual being free from any other individual’s forceful interference. This
freedom is thus defined by (or as) a type of social relation, rather than a priori by a
domain of possible choice or action — hence the adjective “social.” Social freedom
also means that all individuals agree about what is done, although an individual
may have to buy others’ acts or others’ agreements to her acts, in exchange for
something. The respect of others includes that of the intended consequences of
their acts, and hence of rights obtained in previous free actions or exchanges. Social
freedom is commonly considered under two forms: the classical “basic rights” or
“basic freedoms” (which are the basis of “democratic” constitutions), and the
theory of free exchanges and the resulting property (notably through markets)
approved of by “process liberalism.” We will see that social freedom can notably
be justified as unanimously desired, given the relevant desires and possible uses of
this liberty (this chapter and, particularly, Chapter 4). Social freedom — along with
Pareto efficiency directly required by the principle of unanimity — will provide the
moral base of the derivation of the structure of the distribution or redistribution.

Indeed, social freedom or efficiency will imply that what is to be distributed
are given resources. The resources to be distributed in macrojustice will then be
shown to reduce to the value of productive capacities by considerations about
facts, consensus, and social freedom (and efficiency). Indeed, issues of relative
importance, practicability, and allocations in microjustice, will show that global
distributive justice in macrojustice should restrict its concern to human resources
(Chapter 5); consensus then discards eudemonistic capacities as concern for policy
in macrojustice (Chapter 6); and social freedom amounts to individuals having

40
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the full right to use their capacities and benefit from the consequences — but
not necessarily the full right in the rent of these capacities (the value of their
availability) (Chapter 6). Finally, the proper measure of this value for equal sharing
provides the result (Chapter 9).

Chapters 2, 3, and 4 consider social freedom, and Chapters 5 and 6 are about
resources—nonhuman ones in Chapter 5 and capacities in Chapter 6. Chapters 2, 3,
and 4 concern, respectively, social freedom in general and the two aspects under
which it is usually considered, process-freedom and the classical basic rights. The
present Chapter 2 presents a short summary of the properties of social freedom
and reasons for it, which will be considered in more detail in Chapters 3 and 4.
Section 1 presents the definition of social freedom and its main features. Section 2
focuses on its main distributional consequence: the individuals should be the
tenants of themselves, but are not necessarily entitled to the a priori value or
rent of their given capacities (this contrasts with self-ownership). Section 3 points
out the two classical forms of social freedom, process-freedom considered by
process liberalism, and basic rights. Section 4 shows the logic of the reasons for
social freedom. These reasons will be analyzed in more detail about basic rights in
Chapter 4 because this moral discussion usually concerns these rights — and the
full justification requires the consideration of the theory of full process-freedom
outlined in Chapter 3.

2. SOCIAL FREEDOM: DEFINITION

Social freedom prevails in a society when no individual is forced by others as
individuals, groups, or institutions, except, if necessary, for preventing her from
forcing others. Each individual in this society is said to be socially free. This
freedom is defined by an absence of others’ forceful interference with her, and
by this condition only. But others’ social freedom implies that she does not use
force against them either. This individual is “free from” forceful interference,
and also “free to” do anything that does not forcefully interfere with others.
Indeed, society cannot further restrict her freedom, since this would be forceful
interference. Although the logically and morally basic concept is freedom from
forceful interference, the expression of social freedom commonly focusses on the
dual aspect, the limits to action. For instance, the 1789 Declaration of the Rights
of Man and of the Citizen defines freedom as the right to do anything that does not
harm others (article IV).! Of course, an influential threat of harming is considered
a use of force.

! The classical expression “negative freedom” has been used in various different senses. For Isaiah Berlin
(1958), who also calls it “political freedom,” it denotes, indeed, a limit to others’ interference with
an agent. However, it requires a few precisions and it is not only the complete ban of force that is
denoted here by “social freedom” (it admits of degrees). Moreover, Kant and J. S. Mill, for instance,
have “negative freedom” refer to all the kinds of “external” possibilities of the agents, adding capacities,
means, properties, and so on, to the limitation of being forced by others (see the Appendix). Berlin
also emphasized the distinction between freedom “from” and freedom “to,” in restricting the former to
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Social freedom thus is defined by and as a type of social relation, rather than by
a domain of choice given a priori (as would be Robinson Crusoe’s freedom).? It
is social by the nature of its definition and of the constraints that define it, which
concern first others’ acts affecting the free person, and second this person’s acts
affecting others. In addition, of course, an individual’s acts and choices are limited
by the availability of her other means and possibilities of all types. Moreover, the
respect of others’ social freedom, the absence of forceful interference, may have
to be enforced, and this is the only possible legitimate use of force permitted by
social freedom: individuals can only be forced not to force.

Social freedom, or nonforceful social relations, also amounts to an absence of
domination. It constitutes a relational equality (and ideal equality of something is
a requirement of impartiality and rationality).” There can, of course, be unequal
free exchanges and the corresponding de facto domination (an extreme case is
exploitation as conceived by Marx). However, we will see that, contrary to a
classical belief, social freedom need not be conceived as banning distributive
transfers — but only as requiring a particular base and structure for these transfers.

The ban of force makes social freedom be the exact opposite of another kind of
freedom whose form in social relations is also considered: the freedom conceived
by the school of thought that Murray Rothbart (1973) labelled “libertarians” (thus
hijacking a name long and classically used for a very different philosophy, that of
the classical left anarchists). Indeed, in this “neolibertarian” conception, thereis no
a priori limit to individuals’ freedoms. Hence, in social relations, the only limit is
the other’s force. Slavery is consistent with this freedom. The same view is implicit
in James Buchanan’s (1975) conception of “public choice” and a “constitution,”
although the balance of forces and the terms of the truce may explicitly or implicitly
imply social freedom. The point here is that a present fashion that joins, under
the label of “libertarianism,” both these schools and social freedom, constitutes a
confusion that prevents understanding the most basic issues.*

Since social relations in social freedom ban force, they are with unanimous
agreement of the concerned persons. These agreements can include free exchanges
of any type. However, individuals enter these interactions using their assets, which
take the form of various rights. These rights can themselves just manifest social
freedom, and hence be implied, entailed, and defined by it. In fact, social freedom
itself takes the form of rights (it amounts to the classical basic rights). However,
the basic point here concerns the effect of time. Indeed, freedom from forceful
interference applies to the actions of the individuals. An action is a set of acts with
an aim, an intention. Forceful interference with an action can directly affect either

negative freedom in his sense (social freedom does not a priori include concepts such as “freedom from
need” and the like).

As Marx would put it, characterizing freedom as a set of possible choices is like “characterizing a negro
slave as a man of the black race.”

See Chapter 23 and Justice and Equity (Kolm 1971, English translation 1998), Foreword, Section 5.

See Kolm, 1996a, Chapters 12 and 13.

=W
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the acts or their intended consequences. Its required absence takes the form of
rights and obligations. Yet, the consequences can occur at dates later than those of
the acts. Then, at a moment of time, there can be pending rights and obligations
or liabilities that manifest the social freedom of actions whose acts occurred in
the past. These rights constitute individuals’ assets and means of action at this
later date. They can be of all types, such as protection, claims from promises, or
rights about what one can do with existing things, in the category of property
rights. The acts that created these rights can in particular be agreements accepted
by all parties, including free exchanges and sales and buying. Moreover, other
individuals can always propose to buy these rights or agreements about the way
they are used.

Institutions can secure the prevention of individuals’ use of force against others
and their legitimate rights. They can also result from the working of social free-
dom, as the result of free agreements of various types (possibly including implicit
agreements — see Chapter 3, Section 6).

With social freedom, the incompatible desires of several persons entail peaceful
actions and a result, using two kinds of items: rights and voluntary agreements, the
latter using rights. These rights are of three kinds. First, there are the basic rights
or freedoms, which are but social freedom itself and state important domains of
its application. The second category consists of the derived rights created by the
working of social freedom. They result from past free acts, including transforming
and producing, giving, and the collective free acts of agreeing, contracting, or ex-
changing. When social freedom prevails throughout society and time, the rights
about all that has been freely created, transformed, transferred, exchanged, or
given are well defined. The only rights that are not so defined are the initial or pri-
mary rights in given resources — the classical “natural” resources. This constitutes
the third category of rights. Such an initial or primary right in a given resource
can possibly be transferred, for instance sold, or rented out. Natural resources
include given human resources or capacities.

One can try to have social freedom also allocate given (natural) resources. A
classical and widespread proposal is first occupancy. Applied to capacities, this
yields self-ownership since an individual can doubtlessly be considered the first
occupant of herself. However, the moral value of the role of time, the legitimacy
of being the first in time, as general and unique principle, certainly begs justifica-
tion (yet, this principle is commonly unanimously accepted for various cases of
allocation in microjustice).

Another way of allocating given resources by social freedom, which is more
germane to this principle, consists in a general, unanimous agreement about this
allocation. Compensatory transfers can freely be used among the individuals for
obtaining another’s agreement, and this would define and justify such transfers.
The agreement can be about specific principles to be used, and about delegat-
ing choices to particular societies or processes. The agreement, or part of it, will
have to be notional, because of practical impossibilities due to large numbers
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of participants (and also the consideration of participants belonging to differ-
ent generations) — it would then be a “liberal social contract” (see Chapter 3,
Section 6).

In fact, the present study shows how the principle of unanimity of preferences
(rather than that resulting from an agreement) solves a large part of the prob-
lem: the allocation of human natural resources. It rests, however, on the fact that
the relevant preferences of the individuals are their moral preferences as concerns
distributive justice, rather than their self-interested preferences. These moral pref-
erences can be actual or inferred (as shown in Chapter 21). Then, unanimity will
first justify social freedom itself, thus providing the dual, joint justification by
these two principles noted in Chapter 1. It will also distinguish macrojustice and
global distributive justice from microjustice. It will then allocate eudemonistic
capacities to their holder for macrojustice (see Chapter 6), while social freedom
implies the same conclusion for the right to use one’s capacities of any kind and
benefit from this use (see next section). This will lead to ELIE schemes whose
degree of redistribution will also be so determined (see Part IV of this study). The
result finally differs from the most famous derivation of an allocation of natural
resources from social freedom: the unthoughtful assumption of classical “process
liberalism” that social freedom implies full self-ownership.

3. FREEDOM AS SELF-TENANCY, AND RENT-RIGHTS IN CAPACITIES

Given resources prominently include given human resources or capacities. How-
ever, acting or resting is using one’s capacities, and hence social freedom implies
that the holder of a capacity has the right to decide about its use — that does not
violate others’ such freedom — to use it, and to benefit from this use and its conse-
quences.’ Now, a person’s right to choose the use of an asset, to use it, and to benefit
from this use implies that she is the owner, the tenant, or the usufructuary of this
asset (she may have different such rights about various parts of the asset). The
difference between an owner and a tenant relevant for our present purpose is that a
tenant has to pay a rent for benefiting from the availability of this asset, whereas this
is not the case for the owner.® That is, the owner has, and the tenant does not have,
the rent-right concerning this asset. Social freedom thus implies that individuals
are the owners or the tenants of themselves, that is, self-ownership or self-tenancy —
or a mix of both. If they are only tenants, or in the measure in which this is the
case, they have to pay a rent, which is the value of the availability of the asset, to
holders of the corresponding rent-rights. These holders are other individuals, and
these payments are transfers which can be made through the intermediary of a

5 The issue of their being intended consequences, and the related question of responsibility, will be noted

in Chapter 3 and is discussed in Kolm 2001a.

For our purpose, a usufructuary is like an owner: she can either use the asset and benefit from the use,
or receive the rent from a tenant. The issues of selling or destroying the asset are not raised here, and the
transmission of the right after death is irrelevant.
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public distributive agency. Therefore, social freedom does not preclude distribu-
tive or redistributive transfers. These transfers are banned only in the case of full
self-ownership, which is only one particular possible case. We will in fact find that,
for the purpose of macrojustice, individuals should have self-ownership of their
eudemonistic capacities (from consensus, see Chapter 6), but not necessarily of
their given productive capacities. In the measure in which they are tenants and not
owners of their given productive capacity, they pay a corresponding rent-right to
other individuals. These are distributive transfers, which distribute a given natural
resource.

4. THE RESULTING DISTRIBUTIVE STRUCTURE

Therent of an assetis a priori independent from the choice of the specific use of this
asset by the tenant (if there is no effect of this particular action on the market value
of the rent through the price system). The considered transfers should be based
on the rent itself and not, notably, on the use of the asset, for two reasons. A tax
based on the use or its consequences (such as a resulting income) would constitute
a forceful interference with this act and hence violate social freedom.” Moreover,
a tax or subsidy with such a base would induce disincentive effects of the type that
jeopardizes Pareto efficiency (a classical remark of elementary economics), and the
principle of unanimity requires Pareto efficiency.® More generally, this efficiency,
and hence the principle of unanimity, require that transfers are essentially based
on “inelastic” items (i.e., items that do not depend on actors’ acts), and social
freedom bans taxes on the other, “elastic” items (see Chapter 4). Moreover, for
distributive transfers, these inelastic or given items should have an economic value:
they should thus be the given resources, classically called the “natural” resources.
These resources are nonhuman or human (capacities). The economic value of the
availability of a durable resource is its rent.

This holds in particular for productive capacities — capacities that can be used
for producing and notably for earning. Part of these capacities are actually used in
labour. This produces a very much larger share of the economic value of the social
output than do the nonhuman given resources (see Chapter 5).” Moreover, edu-
cated or trained labour also (indirectly) uses given capacities and labour that have
been used in learning or training. In addition, many nonhuman natural resources
are specific and local and allocated by rules of microjustice, often by consensus.
And, for many others, their initial allocation has been made to past owners dif-

ferent from the present ones, and this cannot practically be reversed (Chapter 5).
7 Such a tax base can be justified for implementing social freedom impaired by various phenomena — for
instance an “external effect” or a lack of information: see Chapter 3, Section 6.

Chapter 10 shows that taking income as tax base because it would be an observable proxy for unobservable
capacities is not a justification to be retained — although it has been famous in economics. The actual
reasons for basing taxes (and subsidies) on incomes are analyzed in Chapter 11.

Although social accounting includes the rent of nonhuman natural resources directly consumed — such
as residential land — while it only includes the product of capacities used in labour.
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Furthermore, we will see that, for the purpose of macrojustice, consensus endorses
full self-ownership of one’s capacities to be satisfied or happy — or eudemonistic
capacities — (Chapter 6). Hence, the rent of productive capacities remains the only
distribuand available for global distributive justice in macrojustice.

Finally, social freedom permits a redistributive policy, contrary to the belief of
classical process liberalism that equates it with full self-ownership (see Chapter 3).
For macrojustice, however, it restricts this policy to the allocation of the rent-
rights in individuals’ given productive capacities. The result of an equal sharing
will depend on the measure of these capacities. These capacities, indeed, can
equivalently be seen as producing output, income, or consumption for given
labour time or effort, or leisure or time of life for required levels of income or
consumption. Full self-ownership is a kind of equality: each individual owns one
producer (herself); or they all own the same number of hours of human life per
day or year (say), and one may morally equally value the same time of life of
various persons. This, however, discards inequalities in possible output, which
can also be valued. Then, in the general case where capacities are measured partly
by the labour that uses them and partly by the output they produce, the result of
an equal sharing of individuals’ productive capacities consists of an equal sharing
of the proceeds of the same labour (with the different individual productivities),
that is, “equal labour income equalization” (this derivation is fully presented and
discussed in Chapter 9).

5. THE TWO FORMS OF SOCIAL FREEDOM: PROCESS-FREEDOM
AND BASIC RIGHTS

Social freedom is classically presented under two different forms: the classical
basic rights which constitute the basis of our constitutions, and process-freedom,
which underlies the theory of full process-freedom, whose moral endorsement is
process liberalism.!? These are the two classical avatars of the same principle, social
freedom. Precision and specification are required by both, though, especially by
the second. The classical basic rights or freedoms (or basic rights or freedoms) are
short moral and legal statements describing main general aspects and applications.
By contrast, full process-freedom is an elaborate theory developed mainly over
the last two centuries by contributions of philosophy, economics, and law, and
emphasizing market exchanges and property rights. Chapters 3 and 4 summarize
the main issues about process-freedom and basic rights, respectively.'!

Freedom to act and to benefit from the intended consequences of one’s acts
without forceful interference constitutes process-freedom. Full process-freedom

10 The question of the uses of the terms liberal and liberalism will be noted in Chapter 3.

11T, Berlin’s concept of “negative freedom,” which should emphasize the use of force in the restricted
interferences, and is not necessarily full and complete, also lacks being explicit about rights and notably
property rights resulting from past freedom and notably free exchange. By contrast, both the classical
basic rights and the theory of full process-freedom are explicit about this issue.
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is the situation where this is the general rule of society, for acts respecting others’
process-freedom and extending over time. Respect of consequences of past acts
includes that of rights and property acquired through free exchanges. However,
classical process liberalism values an interpretation of this theory tainted by two
problems. First, free markets present a number of “market failures” (analyzed
by public economics) that jeopardize Pareto efficiency. This includes issues of
nonexcludable public goods, “external effects,” or price rigidities causing macroe-
conomic disorders. Second, this interpretation endorses full self-ownership with
the possible resulting poverty of people who receive only low wages from the
labour market (or cannot find employment). However, these interpretations of
the theory of full process-freedom are not the only options. On the allocative
grounds, process-freedom can be seen as requiring the implementation of what
it (and notably free exchanges) would have led to in the absence of the causes
of the “failures” such as lack of information, transaction costs, or difficulties of
excluding from the benefits of goods. These putative free choices or agreements
are “liberal social contracts” (see Section 6 of Chapter 3).!> On the distributive
grounds, process-freedom can at least as rationally be understood as not implying
individuals’ a priori full ownership of the value of their own given productive ca-
pacities (see Chapters 3 and 6). This leads to a distributive structure with various
possible levels of redistribution from full self-ownership.

The specification required by the basic rights approach is different. These rights
state the individuals’ possibility to do a number of things. This possibility, however,
depends on both the bare right to do it and (other) means available for this action.
The stated rights can be restricted to the former bare rights. They have often been
interpreted in this way. This has indeed been the source of innumerable cases of
criticism addressed to them. For this reason, Marx accused these rights of being
only “formal freedom,” whereas “real freedom” requires some (other) means in
addition. Adding some (other) means constitutes an aspect of the distribution of
resources. These means have to be found somewhere. However, if the individuals
have sufficient incomes, they can buy these other means when they want to use
these rights. But with the classical assimilation of process-freedom with full self-
ownership, the individuals who can receive only little or nothing from the labour
market may not have sufficient income. Then, the only possible way that poor
people can benefit from basic rights is that these rights are understood as implying
some (other) means. However, we have seen that another interpretation of full
process-freedom — arguably a stricter and sounder one — implies the possibility of
other distributions, notably excluding poverty (for societies with sufficient overall
productivity). Then, the definition of basic rights need not a priori include these
(other) means. Theyindeed have better not so as to respect consumers’ sovereignty
in their choice of acting, consuming, and spending their income in using these
rights (other means given for free constitute subsidized consumption). This is

12 And a full develoment in Kolm 1985a.
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also a necessary condition for the Pareto efficiency of the allocation of these other
means (this efficiency is notably violated by equal other means for individuals
with different tastes). Then, basic rights will be the bare and strict rights only.

This has the further important consequence of making basic rights nonrival
and copossible. Indeed, when various acts using basic rights (of any nature and
any holder) cannot jointly exist, this impossibility can be attributed to issues
about the allocation of means used along with these rights, which may have to be
sufficiently specified (they may, for instance, be rights to do such thing at such
place and time). With such specifications, basic rights can all exist jointly without
limitation. They will always be used at satiety. Acts will be limited by desires, costs,
and complementary (other) means and their costs, but not by basic freedoms. One
consequence is that the classical and age-old statement that basic freedoms should
be “equal for all and maximal” while having priority over other considerations is
hardly meaningful (the bare rights can be full for all, and then they are trivially
both equal and maximal).

6. WHY SOCIAL FREEDOM?

The requirement of social freedom can be justified either directly or indirectly
from its requirement by unanimity properly defined or from the institutional
status of basic rights.

One may directly appreciate that social freedom means that no individual is
forcefully submitted to the will of others as individuals or through institutions.
This is a most common position nowadays, and it has clear reasons. Free exchanges
respect social freedom and constitute important manifestations of it; they con-
stitute a mutual interference but not a forceful one, since they have to be freely
accepted by all participants. With social freedom, individuals’ rights that may limit
or constrain others’ actions are personal protection or result from past free and
freedom-respecting actions or agreements (the theory of full process-freedom in-
vestigates this notion — see Chapter 3).1 Social freedom thus bans domination in
interpersonal relations. This constitutes a relational equality. There can of course
be free exchanges with much de facto inequality in means of exchange and in the
result. However, low incomes that can result from such situations can be corrected
by the distributive transfers whose possibility has been noted, which allocate rent-
rights in given capacities. Not being forcefully submitted to the will of someone
else is often a matter of dignity and self-respect. And not so bullying other persons
is a respect for them as persons and for mankind in them.

Indirect justifications of social freedom rest on unanimity or institutions. They
can refer to full process-freedom with emphasis on the market system, or to basic
rights. For instance, full process-freedom developing in a free market with correc-
tions of “market failures” de facto is the only way of guaranteeing Pareto efficiency
in a complex economy; and the principle of unanimity requires Pareto efficiency.

13 And Kolm 1985a.
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As for the classical basic rights, their rule seems to be unanimously desired in
present-day modern societies (they may be desired by everyone who sufficiently
considers the issue). At any rate, each individual wants to be able to act and to reap
the intended benefits from her action without other people’s or institutions’ force-
ful interference. This even is an intrinsic necessity from the fact that she wants to
perform her chosen action aiming at these effects. Then, this individual’s judgment
about justice, which has to be impartial by definition, wants this process-freedom
(or basic rights) for everyone, whether this judgment is actually held or is notion-
ally built up from the individual’s other views (as presented in Chapter 21). In any
event, the individuals want general social freedom if this situation does not bring
in other shortcomings. These vices cannot be inefficiencies with the noted cor-
rections of “market failures.” Possible distributive injustice and notably poverty
can be avoided by the noted possible distributions. Basic rights have also been re-
proached by their individualism, and market societies, in addition, can rely on and
foster selfishness, insincerity, hostile competitive relations, or labour alienation.
These aspects, however, are not implied by social freedom but only permitted
by it, and their seriousness can be very diverse: they only depend on the chosen
application. Process-freedom, indeed, permits gift-giving, free cooperatives, and
communities and cultures that respect individuals’ basic freedoms. However, the
efficiency of markets basically rests on self-interested behaviour. This can consti-
tute an important social dilemma leading to various arrangements for activities
of different types.'* Yet, both alternatives — selfish exchange and altruistic giving —
are ways of using process-freedom, and this issue is not about the existence of this
liberty, but only about the choice of actions and relations that use it.

Finally, basic rights are the basis of the constitutions of “democratic” countries.
Whether or not this suffices to make them moral, it makes them compulsory.
Moreover, the distribution and taxes that they imply thus are the constitutional
ones. Hence, their mere derivation constitutes an important exercise.

7. OUTLINE

Theliberal theory and process-freedom on the one hand, and classical basic rights,
on the other hand — basically the two faces of the same coin — are considered in
Chapters 3 and 4, respectively. In Chapter 3, the process-liberal ethics, the concept
of process-freedom, the theory of full process-freedom, and the corrective “liberal
social contracts” are presented in short reminders (Sections 1, 2, 5,and 6). The way
in which process-freedom permits redistributing the rent of given capacities, and
thus differs from full self-ownership, is discussed in Section 3. And its restricting
distributive policy to the allocation of the given resources, as does Pareto-efficiency,
is the topic of Section 4.

The nature of classical basic rights, their relation with process-freedom, and
their importance and history are outlined in Section 1 of Chapter 4. Section 2

14 This constitutes a main topic of The Good Econony, General Reciprocity (Kolm 1984a).
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focuses on the reasons for endorsing these rights. Social freedom is usually, and
historically, defended or argued for under its form of the classical basis rights. They
are, indeed, specifically presented as moral stances, and more developed defenses
have followed this way. It thus is adequate that full justifications also focus on this
form. The analysis will specify and elaborate the general structure of the reasons
for social freedom.

In brief, basic rights are the basis of “democratic” constitutions, and hence, they
are legal and their respect is compulsory. They can be seen as self-evident because
they mean nonviolence and are needed for benefiting from the other goods. They
mean nondomination and are required for dignity. They are a condition for “the
pursuit of happiness,” self-realization, and the existence of agency. Respecting
them is treating others “also as ends” (Kant). Most people want these rights in
modern societies. At least, each wants them for herself, and has to because this
means wanting to be able to do what one wants. Then, this individual’s actual
or notional conception of justice, being impartial by nature, should equally want
them for everyone. However, these rights have also been criticized. They may not
be copossible. Applied in the free market, they may lead to unjust distribution and
poverty, to inefficiencies of various types, and to selfishness and hostile relations.
And they in general are individualistic. However, these rights are copossible if
they are conceived as “formal freedoms,” otherwise accompanied by other means
(possibly bought with incomes). With the proper conception of process-freedom,
they permit distribution or redistribution of a certain type and hence the relief
of poverty, and the correction of inefficiencies. And they do not preclude giving,
altruism, and communities that respect them (adjustments between these attitudes
and market efficiency only constitute choices within the scope of basic rights).

Finally, the political, fiscal, and distributive requirements of classical basic rights
are considered in Section 3 of Chapter 4. The original historical texts imply both
benefit taxation for the financing of public goods — which is in line with “liberal
social contracts” — and redistribution according to capacity to earn of the type
obtained here.

Appendix A. A NOTE ON OTHER CONCEPTS OF FREEDOM: NEGATIVE,
POSITIVE, AND MENTAL FREEDOMS

The concept and term of “negative freedom” has often been used (e.g., by Hobbes,
Rousseau, Kant, Bentham, Constant, John Stuart Mill, Isaiah Berlin), but in different
senses. For Berlin, it is freedom from others’ interference. This becomes the notion
of social freedom used here if it is specified that this interference uses force — and
not only, say, proposals of exchange —, that this applies to interference with intended
consequences of actions (hence the theory of derived legitimate rights) — Berlin may
accept these specifications — , and if this freedom is conceived of as fully satisfied in
the absence of further qualification. However, negative freedom is more often given
a more extensive meaning, adding the various possibilities and means of action (that
is, means-freedom — see Chapter 3). All these authors, moreover, consider negative
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freedom because they want to oppose it to another kind of freedom that they label
“positive.” By this adjective, they never mean the other means of action, including
income, goods, or capacities, as some economists have believed. In general, and pre-
cisely for Kant (and Rousseau), positive freedom is the possibility of the will ruled by
reason to have its way. Obstacles to this possibility are of two kinds. One is made of
the constraints in the large sense, certainly including others’ interferences and limits
or scarcities of means of all kinds, external as well as capacities. The corresponding
possibilities constitute “negative freedom” in the extensive sense. However, the most
interesting (for Kant) obstacle to willful reason is the individuals’ “inclinations” — say
their tastes and desires. Overcoming these latter obstacles constitutes “autonomy.”
Hence, Kantian “positive freedom” is extended “negative freedom” and “autonomy.”
John Stuart Mill is not far from that, but he emphasizes that this positive freedom
permits the will to choose a personality and the corresponding lifestyle. Hence, for
these authors, negative freedom is a condition of positive freedom — and negative free-
dom is understood extensively. Berlin acknowledges this classical meaning of positive
freedom, but he is particularly concerned with transformations of this notion into
justifications for violating individuals’ negative freedom in his restricted sense, and
hence social freedom, in the name of a “superior freedom,” be it the usual arguments
of totalitarian ideologies or other reasons such as a reference to a social contract (a
putative, imaginary free agreement — Berlin did not know about the “liberal social
contracts” noted in Chapter 3).

Finally, the mental freedom of transforming one’s own mind is not necessarily the
painful war on desires envisioned by the pietist Kant. Controlling one’s desires can
take many forms, including the careful control of their birth taught by advanced Bud-
dhism. Moreover, mental freedom can also form desires, aspirations, or preferences
in such a way that they do not seek or prefer the impossible. Then, constraints become
nonbinding and negative freedom in any sense becomes irrelevant (although one may
still fight oppression as a defense of dignity). This is a central idea and ideal of various
“wisdoms,” of Oriental philosophy, of Hellenistic philosophies (notably stoicism),
and of religions in their recommendation of accepting or willing what is (“willing
God’s will”). Philosophical Buddhism offers the most advanced psychological theory
and mental technique of this approach.'®

These various conceptions of positive and mental freedom will not be relevant for
determining the structure of global distributive justice (Parts I to III). However, they
have a relevance for the topic of Part IV. Indeed, the determination of the degree of
redistribution by the methods of endogenous social choice will require considering
individuals’ impartial conceptions of justice. This is Kantian in various ways. First,
these individuals’ views can certainly be seen as a requirement of reason. Moreover,
the solution results from an intrinsic property of the concept of justice, impartiality,
which is a necessary, a priori, and analytic property of the concept. In fact, impartiality
and the “impartialization” of individuals’ judgments, on the one hand, and Kant’s
own universalization in his “categorical imperative,” on the other hand, are concepts
with some similarity. Moreover, these individuals’ views of justice are a priori in
conflict with their own self-interests (as rational autonomous judgments conflict

15 See Kolm 1982a.
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with “inclinations”). However, individuals may not actually have such views of justice.
These evaluations may then have to be notionally constructed, and the result may have
to be more or less imposed to the actual individuals or to some of them. This then
belongs to Berlin’s conception of imposed positive freedom. However, the evaluation
is derived from individuals’ own views: this would be endogenous social positive
freedom (social contracts — which will also find a role — also are in a sense, but less so
because of the “exogenous” choice of the “state of nature” and rule of agreement).



The liberal theory

1. PROCESS LIBERALISM

“This is mine because I made it or bought it with well-earned money”: This
view expresses the common sentiment about distributive justice that underlies
and founds the moral theory of process liberalism. There, legitimate ownership
results from action, basically from free action.! The “well-earned” qualificative
indicates the time-regressive structure of the theory. Note, however, that people
have neither made nor bought their own given capacities with which they produce
or earn.

Processliberalism is a moral theory in social ethics, which is the moral valuation
or hypostasis (or moral secular enshrinement) of process-freedom; that is, it
consists of holding that individuals should be free to act and benefit from the
consequences of their acts without forceful interference. Process liberalism has
an important place in almost all societies because it defends a basic freedom and
right. Moreover, process liberalism is the basic and central social-ethical theory
of the modern world, a place and role it has been holding for the last couple of
centuries. It is demanded by the classical “basic rights”, notably under the form
of the respect of property. The full process-freedom it wants amounts to social
freedom, although in focussing on some aspects and some applications, notably
in the field of the economy. It will shortly be reminded that a consequence of
process-freedom is the legitimacy of property rights acquired according to its
rule, and of the corresponding free exchanges and free markets.

In European languages other than present-day English, and in the English
anterior to the twentieth century, process liberalism is just called “liberalism,”
implying, notably, economic liberalism. However, present-day English has given
another sense to the terms “liberal” and “liberalism,” one implying notable

! In a strict and classical sense of the term, action implies freedom. Someone forced to do something
valuable may also be entitled to this product because of her effort, possibly more or less as a compensation
for its painfulness, or for the use of time or of energy, but this is another question.
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equalizing redistributions and roles for government intervention. Whence the
use of the qualified term “process liberalism” for denoting the “liberalism of the
ancients” or of other European languages. This linguistic history is quite ironic,
though, since we will see that the classical liberal theory’s belief that process-
freedom implies an absence of redistribution and a minimal state restricted to
the direct protection of the corresponding rights is unwarranted (this theory,
somehow the descent of John Locke’s, has been developed by a long tradition of
philosophers, economists, lawyers, and legal processes). We will see that, rather,
full process-freedom can rationally be understood as permitting distributive poli-
cies and requiring much larger roles for the public sector, although with quite
specific structures and principles. Hence, in the end, the logically most defensible
conception of the liberal theory in the non-modern-English (former English and
non-English) sense turns out to be a form of liberalism in the sense of present-day
English, although a very specific form.

The topic of this part of this study concerns the distributive implications of
full process-freedom and its relation with basic rights and social efficiency. It does
not include the repetition of this classical theory, although the shortest possible
reminder is proposed. I have developed the full logic of this theory in another
work,? with discussions, comparisons, and applications. Basically and generally,
however, the theory of full process-freedom results from the long tradition analyz-
ing it over a couple of centuries, in the abundant “liberal literature,” in philosophy,
economics, theoretical legal studies, and applied law. This includes the theory of
property rights and of the legitimacy of free exchange. Each piece of this litera-
ture analyzes a more or less extended or restricted aspect of this theory or of its
application.’

Section 2 presents the nature and situation of process-freedom: its definition,
its relation with the points of view of social freedom and of basic rights, the place of
exchange and ofliberal rights, the relation with various historical conceptions, and
the relation with allocation from responsibility and merit. The essential points of
the classical theory of full process-freedom are summarized in Section 3. Section 4
shows that process-freedom implies particular rights in capacities. It implies that
individuals are the owners or the tenants of themselves (self-ownership or self-
tenancy). Self-tenancy implies that other agents can have rights in the rent of
the capacity — i.e., the value of its availability. Process-freedom does not imply
full self-ownership as classical process liberalism has it. Then, equal sharing of
the value of capacities with the proper measures yields the solution. Section 5

2 The Liberal Social Contract (Theory and Practice of Liberalism), 1985a.

3 Apart from the noted book, a very brief summary can be found in my Modern Theories of Justice (1996a,
Chapter 6). In the recent literature in English, Nozick (1974) emphasizes the time-regress structure of
process-free legitimate ownership, but he notably bypasses liberal social contracts (see Section 6) and the
distributional issue considered here, which constitute the two bases of the process-liberal public sector
and public finances.
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shows that the same conclusion obtains in considering the policy: either process-
freedom or Pareto efficiency (and hence, unanimity) requires it to be restricted to
the allocation of given resources. Finally, Section 6 summarizes the principle of
the “liberal social contract,” which proposes extending the principle of process-
freedom to the enforcement of what its outcome would have been in the absence
of the various obstacles it meets in the classical situations of “failures” of markets
or agreements.

2. PROCESS-FREEDOM

The social ethics of freedom crucially rests on distinctions about the nature,
impact, and origin of constraints. The basic conceptual distinction necessary for
understanding both the question of basic rights and the ethics of distribution is
the following, whose specific application will constitute most of the present topic.
An agent’s action is a set of acts using means for an aim (or for joint aims).* This
structure entails the basic threefold distinction of freedoms. (1) Means-freedom is
the availability of means. (2) Act-freedom is reduced by forceful interference with
acts, which use otherwise given means. (3) For a given act with given means, aim-
freedom is reduced by forceful interference with the intended aim, an interference
that could be imposed at any point of the causal chain relating the act to the aim
(including directly on the intended aim). For instance, I may freely work (act)
with my tools and capacities (means) in order to earn an income (or to obtain
consumption or satisfaction from it). Then, discriminating limitation of my right
to work would restrict my act-freedom, an income tax limits my aim-freedom,
and my properties and capacities determine my means-freedom. The domain of
possibilities relevant to the agent results from freedoms of all three types.> Process-
freedomis defined as act-freedom plus aim-freedom. The considered interferences
can be produced by individuals or institutions. Note that the understanding of
“means” is restricted here so as not to include act-freedom (and aim-freedom) or
the rights that secure them.

The difference between this presentation and that of social freedom or of basic
rights is a matter of emphasis due to the use of the concepts. Act-freedom is
clearly present in all three cases. Aim-freedom, by contrast, is emphasized in
process-freedom because one wants to emphasize the issue of entitlement from
(free) action. By contrast, it is more implicit in the classical formulations of basic
rights. However, it exists in the respect of property that can be obtained by action
(respecting others’ rights) and notably exchange. As another instance, freedom

4 The theory of action is a classical and main topic of psychological philosophy. It is essential for the theory

of justice and is briefly summarized in Kolm 1996a, Chapter 1 (an extensive analyzis is provided in Kolm
1982a [1994]).

An important part of the theory of rights results from the discussion of the nature of means and of their
relation with act-freedom (see Kolm 1985a, 1996a Chapter 4).
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of expression would not exist if one can speak or write but in such a way that
the audience cannot hear or does not receive the writings. The emphasis on
consequences (aim-freedom) will also permit the explicit building of the theory
of secondary rights (not basic ones or the initial distribution of given resources)
legitimized by their resulting from past process-freedom in individual action of
free exchanges or agreements. Pointing out means is also necessary for considering
the roles of acquired or received rights and of capacities, and for distinguishing
them from act-freedom (abasicright). By contrast, the protective or defensive right
to security for oneselfand one’s (legitimate) properties is not explicitly emphasized
in the formulation of process-freedom. It is implicitly present, however: it suffices
to consider thata particular act can be that of living safely, quietly, and undisturbed
using one’s legitimate rights. And a legitimate right resulting from past free action
(individual or in free exchange or agreement) is protected by aim-freedom applied
to this action.

When individuals’ acts or their consequences can limit those of others one
way or the other, the question is solved in using two types of items: mutual
agreements and the respect of rights — most of which are consequences of past
acts or agreements. Agents can obtain others’ agreements in exchange for some
other acts, which can include transfers of rights (including property rights). Hence,
process-freedom in interaction means respecting the pending, relevant rights, and
free, unanimous agreements, possibly through exchanges.

Such free and voluntary exchanges or agreements constitute a mutual interfer-
ence, but not a forceful one, since one is not forced to buy, sell, or agree. Hence,
they are admitted (and are of prime importance). In fact, offering someone the
terms of an exchange that respects her rights and freedoms (hence not including
a threat of violating them) augments her domain of free choice rather than re-
stricts it. For each participant, the result of the agreement or exchange constitutes
the intended consequence of her action of agreeing or exchanging, and others’
interference is not forceful since the agent can refuse. Giving is also a nonforceful
interference and thus is admitted; it also extends the receiver’s domain of free
choice (possible social pressure for giving constitutes another topic).

For developing into a full theory, process-freedom should be completed by a
theory of the legitimacy of the agents’ means. The consideration of time permits
the derivation of part of the solution from process-freedom itself. Indeed, some
means at a given time can be the intended consequences of acts in process-freedom
at previous dates, either individual acts or agreements, and notably exchanges.
These means appear as secondary or derived rights. However, there will remain
to define rights in a priori given resources (considered in Chapter 5). If the set
of existing rights is “complete,” then agents’ acts respecting these rights cannot
forcefully interfere. These rights then constitute the basis of free agreements about
using or changing them, in providing, for such agreements, individuals’ means
and states of reference or of threat (that is, the existing state if no agreement is
reached).
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The distinction of act, means, and aim has various echoes in a number of
classical views. Aim-freedom is probably a case of Aristotle’s and Plato’s commu-
tative justice, which rewards people’s “voluntary” acts “in proportion” to “merit”
(“geometric equality”), and is in particular to be applied in the sphere of exchange
(see Plato’s The Laws and Aristotle’s Nicomachean and Eudemian Ethics). The
various classical basic rights state act-freedoms, but imply aim-freedom, as we
have noticed (in particular, in the explicit right to property when property re-
sults from exchange). Classical basic rights were criticized by Robespierre, Marx,
and others for not guaranteeing sufficient means and for being individualistic.
Marx accused them of being “formal” freedom, and he called “real freedom”
process-freedom — and to begin with act-freedom — along with sufficient means
(or means-freedom). Process liberalism justifies the ownership of acquired means
by their resulting from past process-freedom in producing, exchanging, or receiv-
ing as a gift (legitimacy from process-free acquisition). The issue of distinguish-
ing a right to freely act from (other) means is a crucial one in the theory of
rights.® Isaiah Berlin’s (1958, 1969) “negative freedom” is described as protec-
tion from forceful interference. It certainly is act-freedom in general. However,
Berlin also adds, at a point, that his negative freedom includes “classical eco-
nomic rights.” This suggests that he probably more generally means process-
freedom.”

The ethics of process liberalism rests on entitlement from action. In its standard
conception, an action is a set of acts with an aim or several joint aims; it is, for the
agent, intentional, free, voluntary, willful (and meaningful). Allocation justified
by freedom (rather than by general causality) should more specifically entitle
the agent to the intended consequences of her action. The discussions that this
qualification can raise — notably concerning issues of by-products, responsibility,
and information — are not needed for the present topic of macrojustice.

Process-freedom relates to the other allocative concepts based on freedom.
Aim-freedom could be derived from the notion of responsibility since the agent
may be held responsible for intended consequences of her acts and may be entitled
to what she is responsible for.® However, the notion of responsibility can also be
used for deriving a different and opposite conclusion: since the agent cannot be
held responsible for her given capacities, she may not be fully responsible for
the consequences of her acts, which depend on these capacities. The point is
that responsibility is not a fully defined criterion, but only a class of judgments
assigning according to action (including the absence of a required act). It needs
other considerations or principles to be made precise. Aim-freedom is one of

o

See Kolm 1996a, Chapter 4. See also the discussion of the nonrivalry among basic rights — and hence of
the logical possibility of full process-freedom — with a sufficient definition of the allocation of means in
Chapter 4.

A right such as free expression remains unspecified in Berlin’s description, although Berlin doubtlessly
endorses it.

See the discussion in Kolm 2001a.
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them. Justifying assignment by responsibility is in part a tautology, because the
concept of responsibility is then chosen for this use, and the problem is to specify
it. However, the point is then to direct attention to a type of justification, relating
the assignment to the agent’s actions. This justification relates, in the end, to some
aspects of the direct justifications for basic rights discussed in Chapter 4, notably
those using concepts of the self, of the existence of agency, and of dignity (the
main justification of basic rights, however, will rest on their proposed actual or
necessary consensual endorsement).

If the action is somewhat painful, aim-freedom is a concept of immanent merit.
“Immanent” means that the benefit is the result of the action rather than being
some specifically chosen reward. The reference is to merit, rather than to desert,
because process-freedom entitles the individual to the effects of her capacities
used by the action, as is shortly pointed out.’

3. FULL PROCESS-FREEDOM

Full process-freedom consists of the general absence of restriction of process-
freedom in a society. More generally, the adjective “full” will mean that a principle
is completely applied throughout society. Full process-freedom thus implies that
people do not violate others’ process-freedom, that is, do not forcefully interfere
with the acts of others, or with the intended consequences of their acts — notably
of past acts — when these acts themselves abide by this rule.!? In this sense, “your
freedom ends where the others’ begins.” If necessary, this obligation should be
enforced as the protection of the corresponding rights of the people who would di-
rectly be affected. Among these consequences of past acts are the rights established
by various past agreements (note that a property right, in particular, is a bundle of
rights concerning an object). The time dimension of society thus is very important
for process liberalism — the social ethics valuing process-freedom. Act-freedom in-
cludes safety (the particular “act” to exist unmolested), and full process-freedom
implies all classical basic rights, including rights to hold property resulting from

° For this classical distinction, see for instance Vlastos (1962), Lucas (1993), and Pojman and McLeod
(1999). For example, the notion of “meritocracy” emphasizes the rulers’ abilities. See Kolm 2001a.

19 The moral constraint of respecting the process-freedom of others constitutes the difference between
process-liberalism and theories such as James Buchanan’s “public choice” and Murray Rothbart’s “lib-
ertarianism.” For these other theories, the social constraints on an individual’s acts are not others’
process-freedom but others’ force. The freedom they consider is “natural freedom” in the sense of clas-
sical theories of the social contract (although not in the sense, also sometimes used, of “natural rights”
whose respect implies full process-freedom). For Buchanan, this cannot be otherwise because people,
including those in the public and political sector, are not sufficiently moral for a moral rule to be imple-
mented. His theory thus is not a moral theory in the ordinary sense of the term (he would deem such
theories to be unapplicable), but a descriptive and explanatory principle and theory. There, the respect
of basic rights can only be the terms of a truce — called the “constitution.” Putting all these theories in
the same bag labelled “libertarianism” misses the most essential distinctions and issues in social ethics.
On these questions, see Kolm 1996a, Chapter 13.
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full process-freedom, and right to exchange — indeed, the basic intent of these
rights is that they constitute full process-freedom (see the discussion in Chapter 4).
Expectations of (forceful) restrictions of process-freedom — for instance credible
threats of such acts — that influence actual acts are also forbidden by the rule of full
process-freedom. So is fraud and deceit in exchange or agreement (they amount
to theft). Process-free legitimate rights are the rights that result from anterior full
process-freedom.!! Process-liberal rights are the rights defined by full process-
freedom (hence, at a moment of time, they consist of process-free legitimate
rights plus complete process-freedom for present acts respecting the rule).

However, valued items do not all result from human action. The others are
given resources, classically called “natural” resources. The principle of full process-
freedom per se does not allocate the initial rights in these resources (although
we will see that it implies some rights in human resources). When these initial
rights are defined, process-freedom can define derived or secondary rights in
these resources if they are transformed or transferred by exchange, sale, or giving.
Hence, a process-liberal ethical theory values full process-freedom and defines
initial rights in given resources. Some principles for the allocation of these initial
rights make a partial use of process-freedom. This is, for instance, the case of first
occupancy and of general agreement about the allocation. Yet, process-freedom
per se does not suffice. For instance, the two principles just noted are different
ones. And others are possible, such as equal sharing, giving to the needy, and so
on. A reminder of the essence of this general issue is proposed in Chapter 5.

Then, a process-liberal moral theory associates full process-liberalism with an
allocation of the given resources (of the initial rights in them). At each moment
of time, individuals’ means result from past process-freedom and past allocation
of given resources, and from the present allocation of new given resources; and
individuals’ rights consist of these means and process-freedom.

Iftime is kept implicit, the scheme s that of an allocation of given (“natural”) re-
sources, over which free action and interaction respecting social freedom develop,
including free exchange (a way of seeing things classical in economists’ “general
equilibrium” theory). The allocation of resources is, more specifically, that of the
rights of various types concerning the given resources. Indeed, these rights are
varied, and the differences in their allocation will have a decisive importance as
concerns the central case of the human resources. Actually, a number of rules for
allocating given resources depend on individuals’ actions and on society’s past life
(see Chapter 5) — contrary to the classical and standard presentation of economic
theory. This, however, will not intervene in the basic scheme for macrojustice,
although the prices of the resources, which depend on all the economic life, will
determine the corresponding transfers (the relevant prices will be wage rates).

'n full process-freedom, past violations require rectification (or a statute of limitation whose choice,
however, has to be defined). The logic of this paragraph is developed in detail in Kolm 1985a.
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4. RIGHTS IN CAPACITIES IMPLIED BY PROCESS-FREEDOM

4.1. Self-tenancy

The allocation of given resources raises a particular problem when applied to
human resources or capacities. This issue turns out to be crucial for three reasons
already alluded to and fully explained in Chapter 5. First, these capacities produce
most of the economic value and, notably, vastly more than the other natural
resources. Second, the allocation of many other natural resources is considered as
issues in local justice or microjustice. Finally, the initial allocation of most of these
other resources were made in the past, and their present correction is largely an
impracticable policy. Given capacities are of various types, including productive
capacities, capacities to enjoy, and capacities to learn in education or training (see
Chapter 5).!2

Capacities are particular resources as concerns freedom. Acting is a case of
using one’s capacities. Act-freedom amounts to the right to use one’s capacities
without forceful interference. Aim-freedom is entitlement to the consequence or
product of this use. It thus entitles the agent to the effect or product of the services
of these capacities used by the agent’s act or mobilized by it. Hence, these services
are fully available to this individual, who is entitled to what she chooses to do with
them.

Consider, however, any asset that is a means of action for some agent. This
agent chooses to use it and benefits from this use. Two alternative kinds of rights
permit this situation: ownership and tenancy. Either the agent owns the asset
or she hires it. In the latter case, she pays a rent for the availability of this asset
for her to use and benefit from this use. By this hiring and paying this rent, she
acquires the use-right and benefit-right of this asset. The receiver of the rent has
the corresponding rent-right.!> In a large market with many assets of this kind,
this rent depends on the quality of the asset but not on the specific use by the
user.

The agent who receives the rent is usually the owner of this asset. However,
in many societies and laws, particular assets that have a particular, specific, and
large importance for certain users are submitted to some right of the latter to be
the tenant of this asset. This agent is thus entitled to this tenancy; in other words,
she has a tenancy-right in this asset. This correspondingly restricts the right of
the owner who, however, receives the rent, that is, who keeps the rent-right. For
instance, housing or farming land and building are often submitted to tenant’s

12 And, more completely, Kolm 1996a, Chapter 6.

13 The right to use and benefit from use without paying a rent is also a possible use of a right of usufruct.
However, a usufruct right can also be used only in receiving the rent. Hence, the concept of usufruct per
se does not produce the cut that is relevant for the present purpose. Rights in assets and their application
to human assets will be considered more closely in Chapter 6.
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rights of this kind. These rights can be more or less extensive, such as limitations
of dismissal, long duration of hiring contracts, or obligation to rent out to former
users or to neighbours. Such rights to hire tend of course to be the larger, the more
important (or vital) the asset is for the tenant. In the limiting case, the tenant has
in full a right to be tenant, a right of tenancy. Then, the other agent can hardly be
called owner in the full sense of the term. She merely has the right to receive the
rent; that is, she has this rent-right. Moreover, the rent-right in an asset can be
shared among several right holders (they can have shares in this asset’s rent). Full
ownership of the asset amounts to jointly having tenancy-right and rent-right
(plus rights to sell, give away, alienate, dismember, and destroy). An agent can
also be the tenant and have part of the rent-right: she then is owner for a part and
tenant for the rest.

Anindividuals’ capacities are assets that are particularly important for her. This
constitutes a limiting and extreme case of the situation just described. More specif-
ically, we have noticed that process-freedom amounts to having the use-rights
and benefit-rights in one’s capacities. Yet, it does not imply also having the cor-
responding rent-rights. Therefore, process-freedom (hence, basic rights or social
freedom) amounts to individuals being at least the tenants of themselves, to their
having the right of tenancy — the tenancy-right — in themselves, that is, to their
having a right of self-tenancy. However, it does not imply that they are the full
owners of themselves; that is, it does not imply complete self-ownership. In fact,
there can be self-ownership for some capacities but not for others, or for only
part of a capacity. Then, for the rest, there is only self-tenancy and the individual
pays the corresponding rent to holders of the corresponding rent-rights, which
are “external rent-rights.”

4.2. Rent-rights in capacities

Process-freedom thus determines the allocation of use-rights and benefit-rights
in capacities, but not that of the rent-rights. The rent depends on the quality of
the capacity (such as its productivity for a productive capacity), but it generally
does not depend on the specific use of the capacity chosen by the individual — at
least, for productive capacities, when there is a corresponding large labour market.
The benefit an individual can derive from using a capacity of hers depends on
the quality of this capacity. Hence, as a result of process-freedom, which implies
individuals’ use-rights and benefit-rights in their capacities, individuals are more
or less favoured by nature (and family influence) according to the quality of
their capacities. However, these inequalities and handicaps can be compensated,
without impairing process-freedom, by a different allocation of rent-rights. For
instance, the less endowed can have external rent-rights in others’ capacities.

We will see that, as concerns macrojustice, individuals should have complete
self-ownership of their capacities to enjoy (eudemonistic capacities) and of a
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notable part of their productive capacities (i.e., capacities that can be used for pro-
duction), from a principle of unanimity in judgment (in Chapter 5 for eudemonis-
tic capacities and in Part IV for productive capacities).'* Of course, capacities
created by the individual herself in education, learning, or training are fully her
own from aim-freedom and only given capacities can be the object of others’ rights
(but learning capacities are largely given, and various circumstances of education
have other origins). For the rest of given productive capacities, there can be ex-
ternal rent-rights held by others, possibly through distributive or redistributive
institutions.

The process-free individual, being the tenant of herself, has to pay the corre-
sponding rent to these right holders. Conversely, however, she may herself hold
some external rent-right in others’ productive capacities, directly or through the
intermediary of institutions who receive the rent-rights and redistribute them.
The balance will be positive for some individuals, and negative for others. In fact,
the scheme that will be obtained amounts to each individual owning the output
of the same given amount of labour of each other — a set of mutual rent-rights
which constitutes a kind of general labour reciprocity. In the global result, the less
productive individuals receive and the more productive ones pay. The means of
paying can be obtained in any manner, such as from receipts of such transfers or
from lower expenditures of consumption, including lower leisure, that is, higher
labour (using productive capacities). The net payers will be the more productive
individuals, hence those who need the least labour for earning each amount of
income. There will thus be some transfer of income from individuals who can earn
it easily to those who can only earn it with much labour. On the whole, moreover,
the labour necessary for paying this net transfer will be a fraction of the labour
chosen by the individuals, for all paying individuals. These receipts or payments
are based on individuals’ given productive capacities, and hence are lump-sum
(i.e., they do not depend on individuals’ actions, although these actions globally
determine the prices of these capacities, which are the wage rates). These receipts
permit the individual to buy consumption, or leisure through lower labour. They
are means to these ends. When negative (as payments), they have the same nature
in manifesting given liabilities.

An individual who is free to work more or less can choose between income
and consumption, on the one hand, and labour or leisure (the complement of
labour), on the other hand. The domain of possible choice of these two items can
be said to describe “output-freedom.” It depends on the individuals’ wage rate
and productivity, and also on the total net transfer received by the individual or
yielded by her (precisely, output-freedom is a means-freedom for the choice of
consumption or leisure, but not one for production as such as productive capac-
ities taken by themselves are). In the foregoing distributive scheme, individuals

14 The relation of this result with equal sharing of capacities and its dependency on the measuring rod
chosen for measuring capacities are shortly discussed.
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receive the more transfer, or yield the less, the less productive they are. Hence,
these transfers provide a compensation for differences in productivity. This tends
to “balance” the output-freedoms (although the domains of choice cannot co-
incide when productivities differ). Chapters 8 and 12 will precisely show this
issue.

4.3. Classical process liberalism and full self-ownership

We have seen that, when individual capacities are seen as assets means of action,
process-freedom amounts to self-tenancy or self-ownership, or a mix of both.
This differs from full self-ownership, for the present purpose, by the fact that
there can be external rent-rights. Now, classical process liberalism equates process-
freedom with full self-ownership. This is in fact a particular case of the preceding
description: that where external rent-rights and the corresponding transfers are
zero. More productive individuals then have more output-freedom than when
this is not the case, in the sense that they can have more consumption for the
same labour or more leisure for the same consumption. Correspondingly, the less
productive individuals have less output-freedom than in the other cases, in the
sense that they can only have a lower consumption for the same labour or less
leisure for the same consumption. This allocation of all the rent of her capacities to
each individual constitutes a particular ethical stance. Whether it should hold or
not is a consequence of the analyses of Part IV about the “degree of redistribution”
(from full self-ownership). The answer may depend on the considered society, but
it is not an analytic truth resulting from full process-freedom, as classical process
liberalism sees it.

Actually, the classical process-liberal thought just equates self-ownership and
full process-freedom without analysis or discussion, although process-freedom,
on the one hand, and rent-rights, on the other hand, are a priori quite different
things. The implicit crucial conception seems to be that process-freedom would
imply freedom from having to pay an external rent-right. However, this also for-
bids receiving such rent payment. Moreover, this payment is given a priori in the
sense that it does not depend on the individual’s actions (or their consequences).
It belongs to the allocation of given (natural) resources. Requiring this payment
is more logically seen as the application of a right that belongs to the realm
of means and means-freedom rather than as a forceful interference of the kind
that restricts process-freedom. Now, full self-ownership generally implies unam-
biguous inequality in output-freedom, in the sense that, without the considered
transfers (from external rent-rights), an individual more productive than another
can have more disposable income or consumption for the same labour, whatever
its amount, or needs to work less for obtaining the same disposable income or
consumption, whatever its level (these comparisons can theoretically depend on
the levels of labour or of income, but this is not the common case). Correspond-
ingly, with full self-ownership, individuals whose capacities are little valued by the
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market have low income and consumption; they can starve with hard labour or
with unemployment.

4.4. Sharing the value of capacities

However, full self-ownership is also a kind of equality in means: with this rule, each
individual owns one individual, herself. She also owns the same number of hours
of human life per day or year — if one can say. Hence, the requirement of equality —
a prima facie requirement of impartial rationality'® — can lead to very different re-
sults, depending on the unit of measurement of the items to be distributed. Itis not
meaningless to morally equate one hour of life (or one life) of various individuals.
It can even have rather deep justifications. It only is one-sided because it bypasses
and neglects the value of the outputs each individual can produce. These outputs
depend on individuals’ capacities and can vary much from one individual to the
other. A capacity is a possibility of transforming one of these valued items into the
other: more labour or less leisure into more output, or more leisure at the cost of
less output. Using both these measuring rods for defining an equalization of the
value of individuals’ capacities leads to considering some equal amount of leisure
for all, and to equally sharing the outputs of the equal complementary labour.
This is equal labour income equalization. It defines the redistributive transfers,
but the individuals are otherwise free to work and benefit from their earnings,
from process-freedom. The “equalization labour” is only notional. The individ-
uals can choose this labour, and then they have the same disposable income.
However, process-freedom with different productivities forbids that they could
have the same disposable income for the same labour for all amounts of labour.
Full self-ownership is the particular case where the equalization labour vanishes.

4.5. The rationale of process liberalism: Ownership or liberty?

Self-ownership implies process-freedom since it implies freedom to use one’s
capacities and to benefit from the use, that is, act-freedom and aim-freedom.
But the converse does not hold without a particular interpretation of process-
freedom as implying freedom from having to pay a rent on oneself, while this is
more rationally seen as a particular solution to the question of the allocation of
means, specifically of the given (“natural”) resources.

The classical process-liberal discourse implicitly and awkwardly equates self-
ownership and process-freedom, as if this identity goes without saying, while
these two concepts refer to two different entities: freedom and the allocation of
resources. Since this identity rests on an unwarranted and not the most rational
conception, a question is which of these two concepts constitutes the basis of the

15 See notably Chapter 23 and Kolm 1971 (1998), foreword, Section 5.
16 Chapter 9 includes a more precise and developed presentation.
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process-liberal stance. John Locke only sees, as natural, a right to safety and a
right to the product of one’s labour, hence act-freedom and aim-freedom, and
thus process-freedom (he adds a right to minimal subsistence). One could try to
apply, to the ownership of capacities, his theory of the ownership of land: this
is right from use (a variant of the principle of first occupancy), “provided there
remains enough and as good for others.” The result isambivalent. Ownership from
use, with the right to self-use of process-freedom, gives self-ownership. However,
the proviso that there “remains as much and as good for others” can be satisfied
with self-ownership only if the differences in productivities are not considered.
Now, equal labour income equalization allocates productive capacities in giving
to each individual “as much” in output terms for the equalization labour and in
time of life for the rest. These two parts also allocate to each individual “as good”
items, if “goodness” is measured in consumption for the first part and in leisure or
time of life for the second. Let us note, finally, that Locke’s main concern is social
freedom rather than wealth, since the basic aim of his theory is to oppose absolute
monarchy — and hence, general people’s unfreedom — in proposing another basis
of social legitimacy.

Although a number of process liberals doubtlessly have seen self-ownership
as the basic value, this may not be the case of the most subtle ones, and, essen-
tially, process-freedom doubtlessly generally became the most basic value starting
during the eighteenth century (the founding Declarations of Rights of the late
eighteenth century considered freedom rather than self-ownership, and even at a
point rejected the latter, as the next chapter will point out). The assimilation with
full self-ownership, however, endorsed the inequalities and poverties produced
by the markets in the industrial revolution. This led to political reactions either
destroying process-freedom and basic rights in all domains, or more moderately
affecting process-freedom in the economic field through particular redistributive
policies. Both these radical and moderate limitations of process-freedom corre-
spondingly impaired economic efficiency. The initial conceptual confusion should
now be corrected in decoupling process-freedom from self-ownership, which can
result from the proposed thinner distinctions in rights of and in humans.

5. THE BASE OF TRANSFERS, PROCESS-FREEDOM, AND EFFICIENCY

The previous derivation of the overall distribution has led from process-freedom
to the conclusion that the distribuand should be given resources, then succes-
sively restricted to capacities, to their rent (for process-freedom), and to that of
productive capacities (from a consensus about macrojustice).!”

This result also obtains from the direct consideration of policy measures that
have to respect, protect, or implement process-freedom or Pareto efficiency. En-
dowed with the dominating coercive power, the government is indeed a main agent

17 See Chapter 5.
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that could violate process-freedom — and preventing this is indeed a main concern
of classical process liberalism and of historical statements and declarations of ba-
sic rights. Pareto efficiency is a direct requirement of the principle of unanimity.
Two types of policy objectives have to be considered. One is the realization of
process-freedom and of Pareto-efficiency in the presence of various impediments
such as lack of information or of possibilities of agreeing, contracting, and so on,
in the various “failures” of free action and notably agreements and markets, such
as those elicited by nonexcludable public goods or externalities. This “allocative
function” will be the object of the next section. The other public objective consists
of the distributive policy considered here.

The issue concerns the base of the transfers, that is, the individual-related items
of which they are a function. Two types of such items are considered. “Elastic”
items are those that are purposefully influenced by agents’ choices and actions.!®
The other items are “inelastic.” A transfer based on an inelastic item is “lump-
sum.” Transfers (taxes or subsidies) based on elastic items induce disincentive or
incentive effects that generate Pareto inefficiency.!” This is one of the most standard
results of elementary economic analysis. Hence, Pareto efficiency requires transfers
based on inelastic items, or lump-sum.*

Moreover, distributive transfers should be justified; they should have a reason.
Hence the intended base should have a value. An inelastic item with a value is a
given resource (a “natural” resource). The base considered here is the normatively
“first best” base. It is not a “proxy” used for instance because it is difficult to know
the “first-best” base. The issue of information is to be treated fully in itself as an
estimation of the intended base. And it will be shown, in Chapter 10, that, for the
application that will be developed, the first-best base is, on average, more readily
known than the alternative bases usually considered (they will be wage rates and
incomes, respectively).

A tax based on acts or their (intended) consequences constitutes a forceful
interference with them. It thus violates process-freedom.?! Hence, taxes that re-
spect process-freedom should be based on given resources. More precisely, they
should be based neither on the use of these resources — which is an act — nor
on the resulting benefit, but, therefore, on their a priori availability whose value
is their rent. Taxing more individuals better endowed with a resource of a given

18 An agent may aim at influencing some item only because it is the base of some tax or subsidy for her
(she otherwise may not care for it or would not influence it).

19 This includes, of course, indirect bases, such as with a guaranteed income that complements earned
income and induces not working. Inefficiency is reduced, but remains, if this is replaced by a negative
income tax or an income tax credit.

20 This does not concern, of course, taxes or subsidies correcting “failures” of action, exchanges, or agree-
ment, such as those “internalizing externalities” or financing nonexcludable public goods whose benefit
is related to some choices of the agents. These transfers, indeed, aim notably at correcting inefficiencies,
and also at implementing process-freedom through “liberal social contracts” (see Section 6). These issues
belong to the allocative function of public intervention.

21 With the qualification noted in the preceding note and in Section 6.
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type amounts to an equalizing redistribution of the value of this resource. Then,
consistency a priori demands that individuals who have little of this resource
should be correspondingly subsidized, and there will thus be a balanced set of
transfers achieving some kind of equalization in the distribution of the value of
this resource. The result is to be taken as the basic allocation of resources from
which process-free actions and interactions can develop (the lump-sum tax paid
by the better endowed is a part of this basic allocation and is to be considered
and treated as noted in the discussion of the previous section). This consistency
justifies that subsidies are also lump-sum, as also required by Pareto efficiency
(whereas subsidies based on elastic items, taken by themselves, do not constitute
forceful interference and hence do not violate process-freedom).

These given resources, which are the base of the distributive policy, are then
restricted, for process-free macrojustice, and for reasons already alluded to and
more fully analyzed in Chapter 5, to the rent-rights of productive capacities, whose
equal sharing with the proper measuring rods leads to the described solution.

6. LIBERAL SOCIAL CONTRACTS

A free agreement, exchange, or individual action, which would respect all
process-liberal rights, may be prevented or impaired by costs or impossibilities
in the domains of information, excluding from benefit, establishing constraints,
“transaction,” contracting, monitoring, and so on, possibly interferring with
strategic interdependence and behaviours. For example, an agreement, among
the beneficiaries of a public good, for producing and financing this good may be
impossible to implement if excluding someone from the benefits of this good is
impossible or too costly. Or this agreement may be impossible to reach because the
large number of beneficiaries entails excessive costs of information or transaction.
An agreement about external effects — which would “internalize” them — may not
be implementable because of costs or impossibility of excluding from the benefit of
receiving a positive externality or of having the possibility to create a negative one.
It may also not be reached because of various transaction costs. And so on. All the
situationslabelled “market failures” belong here. Assume now, in addition, thatina
particular situation of this type another organization — such as a public sector — can
more or less realize what the outcome of the action, exchange, or agreement would
have been in the absence of this impediment. For instance, this new agent could
more or less estimate what this outcome would have been, and it would impose
the result and, possibly, the corresponding payments. This implementation can be
seen as the defense of the freedom of the considered action, exchange, or agreement
against the obstacles constituted by the impediment, even if it implies actual con-
straints. Thus, thereis a case for demanding this implementation in the name of the
initial freedom considered, and in particular of a corresponding process-freedom.
This is a moral demand, whose realization requires the considered added agent
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endowed with more or less of the necessary possibilities in information and
coercion, and with the moral motivation or political incentive to implement this
rule.??

More generally, a putative, imaginary, hypothetical free agreement whose out-
come should morally be implemented because of the moral virtue of the freedom
of this choice, even though this agreement is not actual and the actual implemen-
tation uses coercion, has been called a “social contract” for the last four centuries.
The various social contracts differ by the object and, importantly, by the assumed
conditions of the putative free agreement. The case just considered is a partic-
ular type of social contract. This contract takes place solely among the persons
who would or should take part in the agreement, hence who are rather directly
concerned by its failing to exist (other social contracts usually consider a priori
given large communities such as nations). These persons are real, living persons
(in opposition to the particular “original position” contracts, such as Rawls) or
to classical social contracts among hypothetical ancestors). The subject of the
contract is limited to a particular item (such as the public good and its financ-
ing, or the externality), whereas other social contracts choose global government
or general rules. Moreover, the putative freedom considered here is that of full
process-freedom (hence, it bans threats of violence). Such a putative agreement
is called a liberal social contract. The set of all liberal social contracts in society is
the Liberal Social Contract.”

This constitutes the process-liberal solution to the question of “market failures”
of all types, and to the question of the allocative role of the public sector.?* It
implies, for example, a financing of public goods by the classical principle of benefit
taxation, in making precise each beneficiary’s contribution (this is what the person
would have handed outin a voluntary agreement to produce and finance the public
good — assuming notably that exclusion from its benefits were possible).? It also
implies replacing the impossible free prices of externalities by equivalent transfers
based on these effects. Macroeconomic “stabilization” policies also belong here:
inflation and global demand are public goods or bads; moreover, wage rigidities
lose their basic reason with the considered distributive policy (see Chapter 7). Note
that, practically, all taxes and subsidies affecting an individual can be presented
jointly to her, and can be fully or partially aggregated. Incidentally, however, fiscal
democracy would be the better, the more people know what they specifically pay
for (distributive taxes and subsidies will be the forthcoming topic); moreover, the
principle of the “liberal social contract” taxes for financing nonexcludable public
goods or “internalizing” externalities favors the decentralization of the public

22 Bvaluations corresponding to this kind of information are common practice in applied public economics.

23 One can also add the common case of individual actions when this individual lacks relevant information
that the better informed agent has but cannot sufficiently transmit: the latter agent can impose to the
former the action she would have chosen if she had the information.

24 See Kolm 1985a, 1987a, 1987b, 1996a (Chapters 5 and 13).

25 See Kolm 1987e, f, g, h, 1989c.
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sector into specific, specialized public organizations which can be autonomously
financed by the corresponding taxes.

Our present topic, however, is not this allocative role of the public sector but
solely its possible distributive role. Yet, one aspect of this distribution is, more
deeply, allocative, and will not explicitly concern us here. This concerns cases
of gift giving. Indeed, gift giving redistributes; as a free act respecting others’
freedom, it constitutes an application of process-freedom; and it must sometimes
be implemented through a liberal social contract. This can happen for a reason
of information about people who need the aid. It also happens in the important
case of “collective givings,” where several people want to give to the same ones
for improving their situations which become nonexcludable public goods for the
givers (exclusion would mean suppressing the information about the receiver’s
situation, and this suppresses the actual desire to give).?

26 See the references of the previous note, Kolm 2000a, and also Chapter 11.



Free and equal in rights

1. CLASSICAL BASIC RIGHTS AND FULL PROCESS-FREEDOM

“Men are free and equal in rights.” The rights in which men are so declared
equal are the classical basic rights, or simply basic rights, or basic freedoms.
They constitute the legal and social ethical basis of modern democratic societies
(although the term “democracy” does not refer to their main part, the “rights of
man,” but only to their political part, the “rights of the citizen”). They constitute
the base, core, and fountainhead of their constitutions — they are commonly
presented as their preamble. Hence, they constitute, in these societies, the most
basic and general rule of the law, its prime source, and the most basic and general
rule of the relations between persons and between them and institutions. This
does not prevent a number of violations of these rights, strictly understood, by
lawful rules in these societies. We will notably find examples of this fact in fiscal
systems, and we will also see that these violations are not necessary for their very
purposes — such as realizing a just redistribution. We will also see, moreover, that
these violations also reveal an imperfect application of the political basic rights
because they induce inefficiencies in Pareto’s sense, hence a lack of respect for
the principle of unanimity, whereas this principle is implied by the democratic
participation required by these rights.

The basic rights are individuals’ freedom to act and to benefit from the con-
sequences of their actions, without forceful interference, when their acts respect
others’ such freedom. “Acting” covers here any activity or “inactivity,” and a brief
discussion of the role of political rights is shortly proposed. Basic rights thus are
a presentation or an avatar of social freedom. Hence, they amount to process-
freedom, and their being the general rule amounts to full process-freedom. The
difference is essentially a matter of presentation. Process-freedom is a theoretical,
abstract, and general concept, and full process-freedom denotes a full-fledged and
refined theory in social ethics. By contrast, the classical statements of basic rights
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both are more concrete and practical, and allude to philosophical, ethical, and
political justifications.!

These statements guarantee, for each individual, her safety, her property, and
her freedom to do all that does not violate the same set of rights of other individuals.
They specify act- and process-freedom for domains where they had particularly
been violated: public expression and communication, movement, and protection
against government coercion not justified by the protection of these rights. The
protection of property implies the right to unfettered free exchange. Individu-
als can participate in the collective and political decisions that concern them or
their property. They have an equal right to be candidate to positions. Taxes for
the maintenance of the public force that protects rights and for administrative
expenditures are according to means. This can mean benefit taxation since the
public force protects property (a liberal social contract for financing this public
good would propose a specific benefit taxation), or according to ability to pay
and hence to ability to earn — as the distributive taxes that are obtained in forth-
coming chapters. A right to public aid is also sometimes added in the rights or in
the constitution that derives from them.? Basic rights in their classical and legal
expression, as process-freedom, are implied by full self-ownership, but do not
imply it.?

Basic freedoms can be seen, and have classically been seen, under two angles.
They just protect individuals and constrain them to respect others. In another
classical conception, however, basic rights constitute the source of law, the set of
basic social-ethical axioms from which the constitution, laws, regulations, and in

1 The American Declaration and Bill of Rights (1776 and 1789), and the 1789 Declaration in Versailles,
were written by the same “group-mind” and sometimes actually the same persons. The 1789 Declaration
intended to be more universal and philosophical. The first draft was prepared by Jefferson, Lafayette,
and Condorcet and presented at the National Assembly on July 11. The adoption was by votes about
each of the seventeen articles, in one week ending on August 26. The Declarations and other statements
of basic rights more or less intend to become new Tables of the Law, and hence they are short, terse,
and often laconic. We are, however, well informed about their intended meaning because they were
prepared by intensive written public reflexion and debate. This is, in particular, the case for the summer
of 1789 in France. Practically all public characters proposed their own declaration and justified it. This
compendium, along with the record of the debates at the National Assembly during the preparation and
vote article by article, constitute the most fascinating and richest volume in political philosophy, and
undoubtedly one of the deepest. The text of the 1789 Declaration has to be considered accompanied by
these hundred and forty pages. The main philosophical inspirers were first John Locke and second Jean-
Jacques Rousseau (although mostly the latter for the emotional involvement), for the respective emphases
on the individual and on the people. However, both views were specified and applied in avoiding their
respective extremisms of Lockean full self-ownership and the social segmentation, injustice, and self-
centeredness it implies, and of the dangerous populist fusion of wills often suggested by Rousseau. A full
analysis of this text is proposed in Free and Equal in Rights (Kolm 1989a/1991 — and a very partial version
in 1993a).

This right was omitted in 1789 by accident, but included in the ensuing Constitution and in later
statements of these rights.

3 See Chapters 3 and 6.
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the end the life chosen by individuals and society are to be derived in a waterfall of
successive specifications, precisions, deductions, applications, implementations,
and enactments.* In this deductive conception, the basic rights are themselves the
first step of the chain, in specifying or applying the unique social principle, freedom
(seen as social freedom, and given that equality itself is in these rights). These
derivations include the distributive and fiscal consequences, considered here.

2. THE REASONS FOR BASIC RIGHTS

2.1. Constitutional rights and other reasons

Thereason for adopting basic rights for deriving the structure of distributive justice
can be retained at any of three possible levels. One may directly consider that these
rights should be adopted. One may also start with the fact that people want these
rights one way or the other, and one may then adopt them as an application of
the principle of endogenous social choice and unanimity. Or one may begin with
the fact that institutions have adopted these rights: they are lawful, and indeed the
basis of law. These reasons for basic rights have been summarized in Chapter 1
(and in Chapter 2 for social freedom in general); they are now considered more
in depth.

The institutional aspect of basic rights can induce three possible reasons for
considering these rights and their consequences. People for whom abiding by the
law is a moral duty thus have a moral reason for this consideration. More cynical
people will consider basic rights solely because respecting them is compulsory.
However, the institutional endorsement of basic rights in itself justifies considering
them, since deriving their fiscal or distributional implications is the determination
of the constitutional taxes, subsidies, distributions, or actions of the public sector.
This simple exercise reveals important properties — which are quite different from
common practice. However, one may also want deeper reasons for considering
basic rights — more social or ethical ones. To begin with, this institutionalization
of basic rights itself had reasons.

Two types of justifications can thus be considered. One refers to unanimity,
consensus, and hence endogenous social choice. The other directly values ba-
sic freedoms for a number of possible reasons. These reasons are easily found:
basic freedoms can be valued in themselves — as being “self-evident” — because
they mean nonviolence and an absence of direct domination, because they per-
mit self-fulfilment and benefiting from the other goods, and so on (this list is
soon completed and analyzed). However, basic freedoms may also present var-
ious shortcomings and defects. To begin with, is it possible that all individuals
fully enjoy all basic rights? This possibility is implied by most official statements

4 This is why the 1789 Declaration preceded the Constitution, which had to be derived from these rights,
rather than followed it as a summary of its essence (the best advocate of the deductive conception was
Mirabeau assisted by his workshop of Genevan lawyers).
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of these rights. However, it is doubted or denied by the long line of scholars who
hold that these rights should be “equal for all and maximal” while having priority
over other considerations (this is for instance stated by Rousseau, Condorcet, the
1789 Declaration, John Stuart Mill, and John Rawls).> An answer to this question
is shortly presented; it will rest on the conjunction of a strict definition and of
the distributional possibilities considered here. Moreover, the basic rights include
freedom to exchange and hence imply the legitimacy of markets, whereas mar-
ket systems have often been criticized on various grounds such as inefficiency,
injustice (notably for generating poverty for a number of persons), labour alien-
ation, the selfishness they rest on and reinforce, and the poor social relations they
often induce.® In fact, the individualism that is the hallmark of basic rights in
general has often been objected to. We will see, however, that these shortcomings
are only shortcomings in particular conceptions and applications of basic rights,
rather than necessary ones. But let us first point out the issue of consensus and
unanimity.

2.2. Consensual rights: Basic freedoms from endogenous social choice

The derivation of basic rights from consensus can start with two alternative
remarks.

First of all, practically everyone wants the general respect and prevalence of
these rights in present-day modern societies. This may be everyone who is suffi-
ciently informed and sufficiently thinks about it.

In any event, each individual wants these rights for herself. This is a logical
necessity since individuals want their actions and their intended consequences by
definition, which implies that they want their own social freedom. Practically, an
individual does not want to be molested or robbed of her property; she wants to
be able to freely communicate and move around, and so on. Then, this individ-
ual’s judgment about justice in the society should want these rights for everyone,
because it has to be impartial. Impartiality, indeed, is an a priori and necessary
property of a judgment about justice, from the very nature and definition of
this concept. This individual’s judgment about justice can be actual, or it can be
notionally built up from other views of this person (as explained in Chapter 21).

However, these consensuses can justify full basic rights for all only if this sit-
uation is possible, and also only if it still is desired when possible shortcomings
are taken into account, such as the various noted effects of free markets and
individualism. These two conditions are now considered.

> This statement has also been qualified by the proposals of maximins in these rights (let the individual

who has the least of them have the most possible, although one should then deal with the plurality of
these rights), and of adjusting individuals’ rights to their specific preferences or needs. These questions
are analyzed in Kolm 1985a — see also 1996a, Chapter 4.

A complete analysis of the various possible shortcomings of the market system can be found in Modern
Liberalism (Kolm 1984b), with an analysis of remedies and alternatives in The Good Economy, General
Reciprocity (1984a).
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2.3. The copossibility or nonrivalry of basic rights: Full (formal)
freedom for all

It is possible that all agents fully enjoy all basic rights. This results from under-
standing these rights in the strict sense, in dissociating them from any other means
of action with which they are used. That is, these rights, in this conception, are well
described by Marx’s expression that they only are “formal freedom,” as opposed
to “real freedom,” which needs both these rights and some other means in addi-
tion. They are “bare,” “naked,” or “pure” basic rights, or basic rights strictly (or
minimally) understood. These rights are then distinguished from the allocation
and distribution of other means. This specification is appropriate here, because
the distribution of other means results from the distributional considerations
including global distributive justice, which allocates incomes with which other
means can be bought (there can also be allocations in the field local justice and
microjustice).

With this strict definition of basic rights, when two or more acts using such
rights are not jointly possible, this incompatibility can always be attributed to
particular other means also used by these acts, and to questions of defining rights
in these other means. These other means are often pieces of space at definite times,
or access to some media, or they can be incomes in competitive buying imple-
menting rights to exchange, and so on. This copossibility also holds for the use of
several rights by the same agent who has to allocate her various means or resources
(capacities or property or other rights) to these different uses. Hence, with this
conception of basic rights taken in their pure, bare, and minimal understanding,
these rights, in themselves, are always nonrival and copossible, whatever the spe-
cific nature and holder of each. Any rivalry in their use is due to other means and
their distribution.” With this conception, therefore, all agents can have all basic
rights in full. Basic rights are always used at satiety. These freedoms are then both
equal for all and maximal, and the corresponding noted classical specification is
pointless.

2.4. Possible shortcomings of basic rights and their proper conception

Classical defects attributed to basic rights depend in fact on particular concep-
tions, applications, and uses of these rights. Most of these shortcomings or vices
concern free markets. Free markets are, indeed, permitted by freedom of exchange
and other actions, and they constitute the central topic of the theory of full process-
freedom. The defects of markets commonly pointed out refer to inefficiencies of
various types, injustices and notably poverty of people who can obtain only low
incomes or no income at all, and various psychosocial effects such as fostering
individualism, selfishness, hostile relationships, or alienation. Individualism and

7 See Kolm 1996a, Chapter 4.
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its consequences as regards social relations and attitudes are, more generally, a
common reproach addressed to basic rights. However, close consideration indeed
shows that these defects and vices only apply to particular conceptions — or mis-
conceptions — of basic rights and process-freedom, and to particular choices of
ways of using them, rather than being necessary and inherent to them.

The inefficiencies of markets notably refer to macroeconomic diseases (such
as large unemployment) and crises and to various microeconomic “failures.”
They are common arguments for advocating government interventions or the
replacement of markets or of part of them by planning of some sort. However,
one should know which intervention or plan to choose. Now, a conception of
process-freedom implying the correction of market failures by indications given
by liberal social contracts (see Section 6 of Chapter 3) avoids inefficiencies as
much as possible. This holds both for microeconomic “market failures” to be
found with nonexcludable public goods or externalities, for instance, and for
causes of macroeconomic diseases, such as problems of information or price
rigidities (which are banned by process-freedom and often made less necessary by
the appropriate distribution — as with the case of wage floors). The efficiency of
markets so corrected, due to motivations and the decentralized use of information,
is about the best-known result of economic analysis.

A most common criticism of market systems, and reason for interfering with
their working, concerns possible resulting distributive injustice and, notably,
poverty for part of the population. However, individuals who receive only lit-
tle or nothing from the market are not poor if they receive a sufficient transfer.
And transfers based on inelastic items do not interfere with process-freedom, as
we have seen, and do not produce inefficiency-generating disincentives. In partic-
ular, the dissociation of process-freedom from self-ownership permits endowing
individuals who can earn only little with some rent of the capacities of the more
productive ones.® The market can develop from a distribution of given resources,
which include the value of given capacities.

Basic rights have also been criticized for their individualism (for instance by
Robespierre and Marx). Relatedly, the market system is based on self-interest,
possibly on selfishness, which it rewards and hence encourages and reinforces. It
fosters rather hostile or hypocritical social relations in exchanges where interests
are in part opposed and in competition. The division of labour it implies is a source
of the alienation of labour (the product oflabour becomes foreign to the labourer).
The wage relationship often is more a relation of dependency and domination
than one of simple exchange. However, these aspects are often not necessary. The
individuals protected by basic rights can form communities. Process-freedom
permits not only market exchanges, but also gift-giving and reciprocity.” One

8 Issues of information about the base do not affect these remarks (see Chapter 10).

9 However, expanding the scope of reciprocity and giving in a society dominated by selfishness and self-
interested relations raises important sui generis issues of coordination (since, by nature, gift giving cannot
be the object of an agreement). This question is analyzed in Kolm 1984a, 2001a.
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can try to earn in order to give (this is much emphasized by the clergyman
and economist Wicksteed (1888, 1933) who sees, in this “non-tuism,” the way of
reconciling his two professions). The “declarers” saw no contradiction in adding
fraternity to liberty and equality (in rights) in the motto they soon adopted. If
workers who have to earn a living at low wage rates have to work much and at
the employer’s conditions, this no longer holds with the proper distribution and
transfers. And one should certainly prefer communities that carry their essential
values of culture, solidarity, and social sentiments without violating individuals’
basic freedoms.

Yet, there remains the dilemma that selfish behaviour in a setting of free market
exchanges has well-known virtues of economic efficiency, while selfish motiva-
tions and attitudes certainly do not make the best kinds of social relations and
persons. Now, the efficient working of the economy of a large modern society
cannot dispense with a large market sector. However, the alternative is between
motivations and behaviour all within social freedom. Constraints on free ex-
changes are a priori no way to make motivations more other-regarding. Hence,
this important question of societies does not hinge on the present issue of the
respect of basic rights.

In conclusion, full basic rights for all is possible if these rights are properly
understood — as pure, “formal” freedoms. Basic rights do not induce inefficiency
through free exchange and markets if process-freedom is understood as including
the implementation of “liberal social contacts.” They do not imply the poverty
that can result from markets, notably if full process-freedom is not mistaken for
full self-ownership. Although they permit the various shortcomings of excessive
individualism, they do not imply them. Then, the full respect of these rights for
all is desired by all individuals (in present-day modern societies), or required by
their conception of justice.

2.5. Direct reasons for basic rights

The ethical and political evaluation of social freedom generally concentrates on
its presentation as basic rights. These freedoms can be directly appraised from an
ethical point of view. This should explain why most people support them as the
general rule of society (in present-day modern societies), and this clearly was an
important reason for their acquiring their central institutional place (the ethical
judgments are relevant because these rights do not necessarily serve everyone’s
interests, and, when they are agreed upon, because agreements commonly refer
to some ethical properties of the chosen solution).

Social freedom, which the classical basic rights manifest, says that no individ-
ual should be submitted to a relation of force by another agent (individual or
institution). The exception can only be forceful prevention of this individual’s use
of force against another agent. There can also be apparent use of force that in fact
only implements a free choice of the constrained agent, notably one of a previous
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agreement (the cases of hypothetical such agreements, that s, social contracts, and
of democratic political systems, could be further discussed).!® The use of force
can affect the individuals directly or through their rights acquired by processes
respecting social freedom and in particular by free exchanges (notably property
rights); these rights are those described by the theory of full process-freedom.

Hence, social freedom and notably basic rights mean peace, nonviolence, non-
domination. Their violation is aggression, injuring, enslaving, robbery, spoliation,
gagging, and so on. Their violation by a political power is in the vein of fascism.
It should be noted that material inequality and poverty resulting from nominally
free but very unequal exchanges (as with market “exploitation”) are not sufficient
reasons for moral infrigements of basic rights because redistribution consistent
with process-freedom is possible — notably because process-freedom can be un-
derstood as not implying full self-ownership. Moreover, basic rights are necessary
for consuming other goods, for living one’s own life, for self-fulfillment, for “the
pursuit of happiness” (1776), and for “the happiness of all” (1789). Hence, the
sound position may just be that basic rights are “clear and self-evident” (1776),
and any further discussion may be rather insane ratiocination.

However, basic rights involve more than issues of pain and happiness. They
also involve more than the general other values of freedom such as exercising
one’s capacities (Aristotle), permitting the existence of agency, being responsible
for some part of the world, and so on.!! This relates to the two particular features
they have as freedoms, concerning respectively their structure and especially the
nature of the constraints that limit them. Although basic rights can be more or
less violated, their respect can be full, and hence one can say that they are either
respected or not, without considering a matter of degree (degrees can then appear
in the other means associated to their use). Moreover, when they are violated,
the trespassing consists of an agent’s will dominating another’s. The respect of
basic rights is nondomination of individuals by others and thus constitutes a kind
of relational equality. Now, questions of domination go deeper than issues of
satisfaction and affect domains of selthood and agency, in relation to questions
of self-respect, dignity, possibly honour. In Kant’s distinction between things that
have a price and things that have dignity, basic freedoms largely extend in the
latter domain. The existential and ontological value of freedom — namely, its
being a condition for the existence of agency — is particularly acute when the limit
consists of the effects of other wills, because the issue then is the existence of
social agency in the setting of social relations. Hence, the Declarations hold their
rights to be “inalienable and sacred” (a point which aroused Jeremy Bentham’s ire:
“rights, nonsense, inalienable rights, nonsense upon stilts”). Only for this kind of
freedom, valued for this kind of reason, could Alexis de Tocqueville assert that “he

10 With the proposed acceptance of liberal social contracts for correcting market and other “failures”
(Section 6 of Chapter 3), and a possible use of concepts of social contracts for determining the general
degree of redistribution (see Chapter 21).

! The various values of freedom are analyzed in Kolm 1996a, Chapter 2.
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who values freedom for anything but itself does not deserve it and will soon loose
it,” or can the revolutionists set for themselves the choice of “freedom or death.”

Moreover, an individual’s action constrained by the respect of another’s ba-
sic right ipso facto incorporates this other’s will among its determinants. If this
constraint is a moral one, respecting this right is a duty for the actor. If the actor
endorses and internalizes this duty, she includes the other’s will among the aims
of her action. Others’ aims and wills are thus included “in the kingdom of ends” of
individual actors, in line with Kant’s injunction. Hence, basic freedoms constitute
the form of this Kantian morality, and the way to it through the internalization
of the duty to respect these rights.

A main possible violator of these rights is the holder of legal violence, the state or
the government. Historically, these rights were established primarily as protection
of the individual against government interference. Hence, basic freedoms have
foremost a political role, meaning, and importance. Their respect defines a type
of political and social system. This effect is through both protective rights and
political rights of participation to public decisions. The protective rights define
the private sphere against political action, even that resulting from democratic
political choices. Basic rights define the individualistic basis of the life of society.

Individualism is indeed the source of the most common and age-old criticism
addressed to basic rights. Emphasizing these rights may elicit selfishness. This
individualism would oppose altruism and mutual aid, traditions and cultures,
and solidarities which can result from either of these. Basic rights, indeed, are
silent about such facts. But they do not preclude them. The central issue is that
the dividing line drawn by basic rights is between coercion and freedom, and
not, per se, between the individual and the community or the others. Basic rights
preclude force used, against the individuals, by others, by the government or the
state, and also by communities and traditions. But they permit free associations,
noncoercive communities and traditions, and givings of all kinds. Fraternity did
not oppose liberty and equality in rights. And when Edmund Burke, for criticizing
the Declaration of 1789, opposed to it the rights he thought could be derived from
tradition, he came out with a similar list.'?

However, for efficiently managing a large and complex economy, there is no
alternative to markets implementing process-freedom and properly corrected for
their various “failures.” This correction can follow putative process-freedom with
“liberal social contracts.” Poverty and distributive injustices can be remedied by
the appropriate efficiency-respecting transfers if full self-ownership is not en-
dorsed. And the possible shortcomings of the psychosocial effects of markets are
amenable to the same answer as that proposed for the individualism of basic
rights in general and to more specific ones already noted. It was indeed pointed
out that the market system rests on and, hence, more or less rewards, selfishness,
insincerity, hostile relations due to opposed interests in exchange and competition,

12 See E. Burke (1790), Reflexions on the Revolution in France.
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greediness and materialism, labour alienation, and so on. This issue, we remarked,
does not concern the existence of basic rights but, rather, two types of ways of
using them in social relations (epitomized by the relations of exchanging and of
giving). The solution consists of trying to keep the market mentality, behaviour,
and ethos in their proper sphere, for having a sufficiently efficient market economy
in a sufficiently nonmercantile society. The ways to this end are often in the fields
of education and culture. Finding and keeping this balance is a main question of
societies importantly involved in the market system — most of them presently.

Finally, the large consensus about basic freedoms, and their being a condition
for individuals’ activity and enjoyment, make these rights amenable to most kinds
of general justifications in social ethics, and many of them have indeed been
proposed. This justification can be, for instance, a democratic political choice,
tradition, a social contract (a hypothetical unanimous agreement), utilitarianism
or the relief of the deepest misery (through basic rights’ contribution to happiness
or to social efficiency),!” the promotion of social income or of the lowest incomes,
social efficiency per se through decentralized choices (with possible liberal social
contracts for remedying “failures”), and so on.

3. POLITICAL RIGHTS, TAXATION, DISTRIBUTION

Besides the protective individual basic freedoms, the overall basic rights also in-
clude the political basic rights, the “rights of the citizen” as opposed to the “rights
of man.” This basically is the right to participate in political decisions (a right
to be a candidate to public offices is sometimes explicitly added to it). This right
of participation only implies that there is some sort of democratic system whose
precise form is left to the specification presented by the rest of the constitution.
It can safely be considered that this minimal requirement of democracy implies
that unanimity in the relevant decisions should be endorsed. Then, in particular,
these political decisions cannot lead to a violation of the protective basic rights
if all citizens want them to prevail. These political rights were of course essential
in the birthplaces of these rights, whether the British constitutional monarchy,
the American “no taxation without representation,” the French destruction of
absolute monarchy, or the (German and others) local city democracies.'*
However, the logic of the general issue of the basic freedoms questions the
necessity of considering political rights apart from others, as it questions the
vagueness of their definition. The intention clearly is that individuals participate
in political decisions that concern them, and hence control the corresponding

13 The respect of basic rights can be a condition for a maximin in individuals’ welfare (“practical eude-
monistic justice,” Kolm 1971, and 1985a for the effect of basic rights). In contrast, Rawls (1971) sees
basic freedoms as a constraint on and limitation of his maximin in “primary goods.” He gives priority
to these rights. However, his presentation of the reason for replacing equality by a maximin implies
that distribution has “disincentive effects” in being in fact based on earned incomes, a violation of
process-freedom.

14 See G. Jellineck (1895), Die Erklirung der Menschen und Biirgerrechte.
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official acts. If a choice concerns only one person, the others have no reason to
interfere with this choice. However, political decisions are usually political because
they jointly concern several persons. Yet, participation can be of many kinds, and
the right should be more precise. In particular, people are often concerned in dif-
ferent degrees. If being concerned or not makes a difference, the differences in
degrees of concern should also make one. Now, it turns out that the application
of the general principle of basic freedoms provides an answer to this question.
Indeed, if a choice concerns several individuals, the general ban on the use of
force implies that the outcome results from a free agreement among these per-
sons. If this agreement fails to exist as a result of any cause of failure (such as
with nonexcludable public goods, external effects, insufficient information, costs
of transaction or contracting possibly particularly important because of a large
number of concerned persons, and so on), then a liberal social contract indicates
what should be done, possibly through the action of a public sector. The influence
of individuals’ desires on the public action is thus specified, as well as the role of a
public administration, and no particular political rights need be considered. The
latter can only be useful in situations of institutional second best, as protection
against abuse by existing political institutions. They then complement the directly
protective rights and aid their being respected and enforced by the dominating
public force.

One standard role of political choices and institutions concerns the distribution
of goods, wealth, or incomes. Concerns about distribution are usually absent
from statements of basic rights, apart from possible implications of the respect
of property and of free exchange, and of political decisions and participations.
Concerns about basic needs, poverty, and distributive justice are nowadays often
consigned into “social rights,” which do not have the primacy of basic rights (they
are, for instance, rights stated in the 1948 Universal Declaration of Human Rights).
However, public assistance to individuals who do not have enough and cannot
earn sufficiently was almost included in the 1789 Declaration (it was not almost
by chance, because of the necessity to end the debates and produce the text); it was
included at the onset of the constitution seen as specifying these basic rights; and
it was included in the later statement of basic rights (Condorcet was particularly
influencial in this respect).'®> Now, the tax principle retained in this Declaration is
according to means, or ability to pay, which, with free exchange, basically means
ability to earn. Hence, the actual distributive scheme basically consists of transfers
according to earning capacities, for both yielders and receivers. This happens to be
the kind of distributive structure that will be derived from the only consideration
of the process-freedom aspect of basic rights (or of efficiency).

It is particularly noteworthy that the 1789 “constituents” explicitly rejected two
extreme interpretations or specifications of basic rights, respectively stating full

15 1t should be added that assisting the poor was a traditional role of the church whose extended property
was being confiscated.
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self-ownership and the sufficiency and primacy of the political; and respectively
inspired by the two intellectual masters of this movement, John Locke and Jean-
Jacques Rousseau. The proposal of Abbey Sieyes (the second most philosophical
participant after Condorcet) of declaring full self-ownership, inspired by Locke’s
ideas, was indeed defeated. And Rousseau clearly suggests that, with sufficiently
direct, permanent, and integrating democratic political participation, implement-
ing the “social contract” and manifesting the “general will,” political power need
not and cannot be checked by individualistic protective rights, since it only is the
people acting on itself. This idea and its possible (worrisome) consequences were
also explicitly discarded.

Moreover, the distributional outlook of the 1789 Declaration is strongly mer-
itarian. The equal right to compete for positions was essential for the able and
educated young bourgeois whose ambitions were blocked by the birthrights of the
nobility. The “career open to talents” was one of their main claims. The Declara-
tion even goes beyond a strictly individualistic justification in its second sentence,
“Inequalities can only be justified by social utility,” which qualifies its magnificent
opening assertion that “Men are born and remain free and equal in rights.”!® This
freedom in the use of talent and in receiving the corresponding rewards, associated
to the rejection of full self-ownership, leads to a distributive structure of the type
that is obtained here.

Finally, this text considers, as public service and expenditure, the public force
for protecting rights and notably property, and a corresponding public adminis-
tration. It states that the financing should be by a tax “according to means.” Apart
from a possible reason of ability to pay (which should then largely be ability to
earn, and hence, according to productive capacities), this principle can be justified
as benefit taxation, since the basic object of the expenditure is the protection of
properties which constitute these means. This financing can thus be seen as an
application of a “liberal social contract” for realizing the public good constituted
by the proper “law and order.” It thus is consistent with this theoretical completion
of full process-freedom.

It is thus noteworthy that a number of implications of basic rights presented
in this most classical founding Declaration rejoin the conclusions derived from
an elaborate analysis.

16 The intention of the verb “remains” is to state that the wage relationship does not impair the freedom of
the wage earner and the basic equality. The criticism of this view is the basis of Marx’s work.



THREE. RESOURCES

Resources

1. THE GENERAL PROBLEM

Resources are to be distributed (acquiescing to particular “natural” or “sponta-
neous” allocations is to be seen as particular possible solutions). From the general
principle or method of endogenous social choice, this distribution will have to
follow unanimous informed and reflective opinions intervening directly or in-
directly (reasons for respecting basic freedoms can also be directly valued). The
distribution concerning macrojustice is considered here. Hence, as we have seen, it
will have to respect basic rights and process-freedom, Pareto efficiency, and other
applications of the principle of unanimity. These criteria will turn out to allocate
a number of rights in resources to particular individuals and to discard others
from the concern of macrojustice. In the end, there will remain the rent-rights
in productive capacities, which will be allocated according to the appropriate
equality.!

This outcome will result from a selection in each of four dichotomies. (1) Re-
sources can be produced or given (nonproduced or “natural”). (2) They can be
nonhuman or human, that is, capacities. (3) Capacities can be (roughly) eude-
monistic (and consumptive) or productive (usable in production). (4) Rights in a
resource can be rights to use and benefit from the use, or rights to the value of its a
priori availability or rent.

The reason for the selection will be process-freedom for dichotomies (1) and
(4). It will be the fact that the topic is macrojustice for dichotomies (2) and (3),
but for different specific reasons: the large relative importance of capacities and
specificities of the allocation of nonhuman natural resources for choice (2), and
the consensual irrelevance of eudemonistic (and properly consumptive) capacities
for choice (3).

! This equalization, shown in Chapter 9, depends on the relevant measure of the value of capacities, a
choice that amounts to that of the degree of redistribution analyzed in Part IV.
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Figure 5-1. The four dichotomies of resources.

This quadruple of dichotomies and their reasons will be closely considered in
this chapter and the next. They are summarized by Figure 5-1. (chosen items are
italicized).

The choice (1) of focusing on the allocation of given resources results from
process-freedom whose aim-freedom part allocates the primary ownership of
produced resources to the producer. Basing distributive policy on inelastic given
resources also is a requirement of Pareto efficiency (and hence of the principle
of unanimity) since basing a policy on an elastic product creates disincentive or
incentive effects of the kind that entails Pareto inefficiencies.

This focus on given resources applies to both nonhuman and human resources.
For the latter, produced resources consist of improvements in capacities created
by training, education, learning, or formation. A person choosing such actions
is entitled to the improvement and to its effects from the aim-freedom part of
process-freedom. Yet, these actions and their result also rest on capacities for
learning or improving, which are largely given.

Process-freedom entails the choice (4) applied to capacities. Indeed, it entitles
each agent to the right to use her capacities and to benefit from the result. Hence,
only the rent-right remains available for another allocation. This has been noted
in Chapter 3 and is further discussed in Chapter 6.

The fact that the issue is macrojustice will turn out to have two consequences.
First, the rent of nonhuman natural resources is a very small fraction of the remu-
neration of labour using productive capacities (see Section 2.2), and productive
capacities would produce more with more labour (capital is a produced means
of production, and its value can be allocated to the given resources); moreover,
many nonhuman natural resources are allocated by considerations of micro-
justice (Section 2.3); for these reasons, in particular, global distributive justice
focuses on capacities. Second, the consideration of common opinion shows it
holds that global distributive policy implementing macrojustice should not be
concerned with capacities to be satisfied or happy (for instance, as concerns the
income tax). Hence, the proper concern of global distributive policy is the rent
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of given productive capacities. The place and allocation of nonhuman natural
resources is considered in Section 2, and the moral and allocative consequences
of the differences between capacities of different types constitutes the topic of
Section 2 of Chapter 6.

2. NONHUMAN NATURAL RESOURCES

2.1. Summary

Social freedom, efficiency, and unanimity, which implies both (see Chapter 4),
lead the policy of distributive justice to focus on the allocation of the value of given
resources. Three properties will be pointed out as concerns nonhuman given (nat-
ural) resources. First, their contribution to social output and their value is a very
small fraction of those of productive capacities (used directly or in learning). Sec-
ond, a large part of nonhuman natural resources is considered as relevantly allo-
cated by specific or local considerations in microjustice. Third, alarge part of these
resources has been long owned by successive owners and cannot practically be the
object of a specific distributive policy. These aspects lead to discarding them as is-
sues for global distributive justice in macrojustice, which will therefore focus on ca-
pacities. The various criteria for allocating these resources are briefly summarized.

2.2. Global relative importances

As an order of magnitude, the shares of incomes from labor, capital, and non-
human natural resources in a modern economy can be seen as 80, 18, and 2,
respectively. Capital, however, is produced. Then, with uniform and constant
proportions of factors of production, the value of capital contains a value due to
past uses of nonhuman natural resources equal to 18 x SOZT percent of national
income, that is, less than 0.5%. Hence, present and past labor accounts for more
than 97.5% of national income. Different realistic figures, or a different assump-
tion about the history of technology, do not affect the qualitative aspect of the
conclusion.

The remaining share of the contribution of nonhuman natural resources (the
2.5% in the foregoing example) is to be contrasted with the fact that the interper-
sonal redistribution achieved by governments in modern societies can be in the
order of magnitude of ten times as large.’

John Locke clearly saw the relative contributions of resources, notwithstanding
the celebrity of his brief discussion of the allocation of land (italics are his):

2 For more detailed discussions, see Kolm 1985a.

3 This interpersonal redistributive effect does not include the function of solely producing public goods
of taxes and expenditures (but it can include the redistributive effects of these operations, along with
direct transfers) — a precise computation is not our present concern.
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Labour makes the far greater part of the value. I think it will be but a very modest
Computation to say, that of the Products of the Earth useful to the Life of Man 9/10
are the effects of labour: nay, if we will rightly estimate things as they come to our
use, and cast up the several Expenses about them, what in them is purely owing to
Nature, and what to labour, we shall find, that in most of them 99/100 are wholly
to be put on the account of labour. . .. Labour makes the far greatest part of the value
of things, we enjoy in this World: and the ground... at most, a very small part of
it.... “Tis Labourthen which puts the greatest part of Value upon Land, without which
it would scarcely be worth any thing: ‘tis to that we owe the greatest part of its useful
Products. (Second Treatise of Government, 1689, Chapter 5)4

The overall conclusion remains when one considers the relevant modern facts
and data for the nature of scarce natural resources, production, and the compu-
tation of the rent. Note that given capacities are used in labour not only directly,
but also indirectly through their use in learning, training, and education for im-
proving or creating capacities. Moreover, productive capacities are, by definition,
capacities that can be used for producing, and notably for obtaining an income,
and not only those that are actually so used by labour. There are productive ca-
pacities that are not actually so used. They then are at rest or used in some kind
of activity of consumption or in leisure, or their production is directly consumed.
The value of the services that these capacities provide, or could provide in pro-
duction, or the value of the availability of these capacities, is not reckoned in the
value of the social product, for instance in social accounting. Social accounts only
measure the product of actual labour, usually that obtained as income (there are
occasional minor exceptions for product directly consumed). But the rent of these
productive capacities is a priori to be included in the value that is to be distributed
(independently of the chosen use). By contrast, the measures of the rent of non-
human natural resources in these accounts include all uses of these resources,
including directly for consumption, such as with residential land, the measure be-
ing at market value. In addition, the value of capacities not usable in production,
such as, for the most part, capacities to enjoy or endure (eudemonistic capacities)
is also a priori to be allocated to someone (if necessary, adjustments in this respect
might be performed indirectly through compensatory transfers and differentials
in income or consumption based on these capacities).

Furthermore, the principles of allocation of nonhuman natural resources often
refer directly or indirectly to capacities or to means obtained with them, through
various principles such as general agreement (which depends on bargaining skills
and information), first occupancy, allocation according to capacities or means for
using the resource, or according to need or to preference (which are structures of
capacities for being satisfied), and so on.

* The order of magnitude of the relative importance labour and “land” had in the value of the social
product was clear to a number of classical economists. Marx is a case in point. Statistics exhibit, in fact,
a “97.5% labour theory of value.”
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The values of natural resources that have been considered are not, of course,
their total “use values,” which are infinite and irrelevant: a person is willing to
pay the same amount for having some air to breathe and a body to live, namely,
anything she can give, although she usually receives both for free. Moreover,
present-day nonhuman natural resources are quite varied and heterogenous, and
are very variously related to societies. They include, for instance, land apart from
its equipment or improvement, scarce locations, underground resources, clean
air and water, the herzian spectrum, or natural landscapes.

This relative global importance of the various given resources would suffice
for global distributive justice in macrojustice to focus on the question of human
resources. Two other reasons, not considered, reinforce this conclusion and in
the end practically impose it. They respectively refer to the past allocation of
most nonhuman natural resources, and to most of them being considered as
appropriately allocated by considerations pertaining to the field of microjustice —
even though they can be very important for specific persons or in the absolute
amount of their value. Indeed, a large number of principles are used and can
be used for allocating these resources. The general analysis of this question is
presented elsewhere.® It lies beyond our present topic, and the next section only
proposes a very brief reminder of the possibilities.

2.3. The logic of solutions

The rational requirement of prima facie identical treatment of identicals in the
relevant characteristics will apply here.® But it can have varied applications. The
equal sharing of a given resource has always been one of the most common
practices and proposals. For instance, this is Aristotle’s “arithmetic equality” in
“distributive justice,” also noted by Plato.” However, the equality can also be
relative to some item, or, more generally, it can consist of the application of a rule
or principle.

Deciding by unanimous agreement is much in line with process-freedom. The
threat point, implemented in the absence of agreement, can naturally be the
nonallocation of the resource. The natural resource is, then, like the surplus in
an exchange, and the agreement chooses the sharing (the surplus is a kind of
a priori undistributed resource created by demands and supplies, desires and
resources, and the heterogeneity and complementarity of peoples’ desires in an
exchange). But agents can also decide by unanimous agreement to adopt another
rule or principle of allocation. The agreement may entail side payments among the
agents, and these transfers constitute compensations which are determined in this

> Kolm 1985a, Chapter 10 (and 1986b).

6 The full derivation of this principle from the requirement of providing a reason can be found in Kolm
1971 (1998), new foreword, Section 5 (see also Chapter 23).

7 See Nicomachean and Eudemian Ethics, and The Laws, respectively.
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manner. These payments will be financed with the legitimately owned resources
or incomes. It can also be noted that unanimous agreement amounts to applying
a principle “to each according to her bargaining or convincing capacities.” These
talents are human resources which are then implicitly attributed to their holder
(they are natural resources, apart from possible improvements by training and
education).

Moreover, the agreement can be preceded by an exchange of information which
can carry not only threats (possibly just threats of nonagreement, and social free-
dom bans threats of violence that can influence actions), proposals or demands
of compensations, and various possible factual information and strategic influ-
ences, but also moral arguments about the allocation. There may even be solely
moral arguments. These arguments may influence the listeners and more or less
convince them (this general issue is analyzed in Chapter 20 about the allocation
of the value of productive capacities).

Finally, practical difficulties of general bargaining and agreement (notably due
to various aspects of information) can lead to its remaining hypothetical or puta-
tive, that is, to its being a liberal social contract whose result can be implemented
by a policy. The allocation is then determined by application of the relevant bar-
gaining theory.

Another most usual and widespread solution for allocating natural resources
consists of the right of first occupancy. It also applies process-freedom, with agents
using their capacities and legitimate means for occupying the resources, possibly
in a peaceful race among themselves. The “occupation” sometimes has to be
defined (enclosure, use, and so on). Patents constitute an important present-day
application of a principle of first occupancy.

A number of criteria for allocating natural resources, which are used or have
been or could be proposed, relate the resource to characteristics of the beneficiary
or of its situation. The logic of their ethic leads to the classification of these
criteria into two categories, depending on whether they care for individual agents
with more or less egalitarian implications, or whether their argument rests on
some overall achievement of society. The former rules allocate the resource to
individuals who are the poorest overall or in resources of the same nature, or
the most miserable. The latter allocate it to agents who can make the best of it
because of their means for exploiting it, or their specific tastes or capacities for
satisfaction. This latter category includes, for instance, utilitarian-like views; the
objective of maximizing social income or wealth; many reasons for allocating
various sites in land, mining, and others to agents who have means of exploiting
them; for instance, Locke’s condition of allocating land to individuals who can
till it; the antiquity’s (for instance, Plato’s) criterion of “giving the flute to the
flute player;” Bertold Brecht’s dictum that “each thing should be given to he who
makes it better”; and so on. Allocation “according to need” can refer to either of
these categories: “serve the needy first” belongs to the former category, but the
reference to specific needs usually belongs to the latter view.
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Several allocative principles can be used jointly. For instance, it is common
that a principle is used for allocation among groups or societies and another
for allocation among individuals within each group. The former is notably often
locational occupancy. In many cases, the allocative rule is generally accepted, and
hence should be retained from the principle of consensus. In the end, allocating
given (nonhuman) resources of various types is very often an issue for specific
and more or less local justice. This adds to the relative importance of human
and nonhuman natural resources noted earlier for entailing that global or overall
distributive justice resulting from basic rights is basically concerned with the
allocation of rights in given capacities.

2.4. An impracticable solution

Along-standing proposal has been to associate full self-ownership with some spe-
cific distribution of nonhuman natural resources.® This is in particular a natural
consequence of identifying self-ownership with process-freedom. The criterion of
distribution of the value of these resources can be equal sharing, according to need,
compensating the unequal distribution of earning capacities, nationalization for
financing public expenditures, and so on. Three reasons make such proposals in-
adequate for global distributive justice in macrojustice. The firstis the small relative
overall importance of the proceeds from these resources in the income and value
to be distributed. The figures noted above can, for instance, be compared with the
fact that the redistributed income in modern societies is often about one-third of
global income. The second reason is that the various types of nonhuman natural
resources are often specifically related to society (location provides an example —
a resource is often attributed to people who are in the same area), and these re-
sources’ allocation is often considered an issue in the field of local and specific
justice or microjustice. One will often meet unanimous opinions that this is the
case, and also, not uncommonly, consensus about the relevant criteria. The third
reason is that most nonhuman natural resources are already owned, have been for
alongtime, and are owned by persons who are not the first owners: this makes their
overall redistribution according to some criterion of justice fully impracticable.
Indeed, most present ownership of nonhuman natural resources is not first
ownership. And owning a resource implies owning the flow of the services or
proceeds it yields for the duration of ownership. Almost all present owners of
land, stocks in mining companies, and so on, have bought them from previous
owners. For them, there was no relevant difference between buying these assets or
property in produced goods. Someone may prefer a small house in a large garden,
and someone else a large house in a small garden. Indeed, all produced goods
include material or services due to nonhuman natural resources used directly and

8 Theinstances of such proposals are numerous (take, for instance, economist Leon Walras in the nineteenth
century).
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indirectly in their production. Owning a metallic object is benefitting from the
services of the metal coming from the ore (and from the energy that transformed
it). Hence, one would not achieve the proper distribution by taxing the present
owners for taking the value of the resource and redistributing it, or by confiscating
the resources for redistributing them or the proceeds of their sale or of their
renting out. Moreover, considering a “rectification” of past allocation from the
initial appropriation is just unthinkable for a large part of these resources. For
instance, the most valuable land has often been owned by someone for centuries
or millenia. One can use the considered allocation for newborn resources, that is,
when a new technology makes a useless item become a useful and valued resource,
or when increased demand makes a good that was overabundant become scarce
and hence valued by users and markets. However, this will amount to a minute
part of the existing value of nonhuman natural resources. One can also, in general,
tax appreciations of existing resources, but this can be done for produced goods as
well. Therefore, a general specific allocation of all nonhuman natural resources, or
of most of them, cannot be the solution of a global distributive justice that would
endorse self-ownership as regards human resources. By contrast, the distributive
scheme that will be obtained here as concerns capacities is in itself very simple
and practical.

*

In the end, the allocation of nonhuman natural resources raises multifarious local
and specificissues. These issues are often important for some persons. Some are in
absolute amount. More or less general criteria of distributive justice are sometimes
used or can be used for the allocation of newborn resources (as noted above), or
of royalties from oil or mining fields, or in land reforms or “nationalizations”
of resources by expropriations. However, ancient and secondary ownership of
most nonhuman natural resources; local and specific concern for many of these
resources; and the relatively low importance of the value of the proceeds of these
resources by comparison to that of labour and of capacities and to the present
levels of redistribution; all preclude not only restricting distributive justice to
the distribution of nonhuman natural resources, but also their being a concern
of global distributive justice in macrojustice, except in particular countries and
societies. By contrast, a notable part of the questions of microjustice is related to
allocations of such resources of various kinds.

Finally, global distributive justice in macrojustice will be concerned with the
allocation of given capacities. However, further specifications are required. This
is the topic of the next chapter.



Capacities

1. SUMMARY

The foregoing has led to the conclusion that global distributive justice should focus
on the allocation of rights in capacities. The present chapter will conclude that
two types of rights in capacities should be self-owned — owned by their holder, or
“naturally” allocated. They are the rights to use and benefit from the use because
of process-freedom, and all the rights in eudemonistic and consumptive capacities
for the specific issue of global distributive justice in macrojustice. These are the
respective topics of Sections 2 and 3. The distribuand will then be restricted to the
rent of productive capacities, whose allocation is considered in Parts II and IV of
this study.

2. RIGHTS IN CAPACITIES

2.1. Types of rights in assets

The analysis of process-freedom has shown that it has specific implications as
concerns the allocation of rights in capacities. The consideration of possible rights
in capacities to begin with rejoins this conclusion.

A person’s capacity is a set of characteristics of this person. It has the nature of
an asset. Rights concerning an asset can be divided into several categories defined
by the permitted use of the asset or by advantages derived from it. The relevant
distinction considers four types of rights in an asset: the right to destroy; rights
to use (without destroying) or use-rights; rights to receive the benefits from this
use or benefit-rights; and rights to the value of the availability of the services this
asset can provide or rent-rights. Ownership will denote here the conflation of all
these rights in an asset; it corresponds to usus et abususin Roman Law. Benefits, of
any nature, are specific and depend on specific use, whereas rent corresponds to

90
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availability and hence is a priori independent of the chosen use;! the distinction
is important for the issue of freedom (notably process-freedom, as we will see).
In Roman Law, jus abutendi is the right to destroy, dismember, or alienate; jus
utendi the right to use; and jus frutendi encompasses benefit-rights and rent-
rights. Usufruct denotes rights to use and benefit, or to receive the rent. Bare
ownership is ownership without usufruct. Each right holder has a right of veto
with respect to destruction since it does away with her right. In addition, there
can be restrictions in the holdings of these rights. The most common concern
alienability in exchange or giving (for instance, for capacities, a free individual is
not free to fully alienate use-rights in capacities of hers).2

A right in a person’s capacity can be held by this person — this is a self-right —
or by another person, a group, or an institution — this is an external right in this
capacity. Self-ownership, bare self-ownership, self-usufruct, self-use, self-benefit,
and self-rent refer to the corresponding self-rights. All self-rights are a priori
possible, but social freedom entails limitations of the external rights in capacities.

2.2. Capacity-rights compatible with social freedom

Which rights in capacities are consistent with process-freedom and possible with
full process-freedom? We have seen that process-freedom is act-freedom plus

! Effects of use on the value of availability can occur through price formation, but they will not be actual
if the used resource is relatively small in a large market.

2 The question of the alienability of rights in persons raises classical and important issues which, however,
are beyond our present scope. The questions are whether self-rights (rights in oneself) are inalienable or
are given a priori and then can be sold or given away to someone else by the right holder. Classical process
liberalism, considering as it does all these rights jointly, poses the issue in terms of the right to sell (or give)
oneself into slavery. The modern answer doubtlessly is that one has no right to own a slave (this opposes
the answer of the seventeenth century such as Locke’s for whom a legitimate slave is a prisoner in a just
war who freely chooses slavery over death because she does not commit suicide). More interestingly, there
is a long tradition of discussing the wage relationship as an alienation of act-freedom and of drawing
ensuing judgments or political consequences. There are two aspects to it. One is whether the worker
sells the services of her labor or the availability of her capacities or labor power and their use-rights (and
hence she loses her act-freedom). The other is whether the worker can choose to escape this relation.
This is, for instance, why long-term labor contracts are usually forbidden in modern law. But the worker
may have no other actual choice to earn a living. She may have nothing else to sell. The analogy between
wage labor and slavery was classical in the eighteenth century and part of the nineteenth century. Adam
Smith notes that Philadelphia entrepreneurs prefer to have workers rather than slaves because they can
dismiss them in business downturns and do not have to maintain the capital. Rousseau holds that each
person should have enough money so as not to have to work for a wage, and yet sufficiently little so as
not to be able to hire a worker. The 1789 “declarers,” holding that “men are born and remain free and
equal in rights,” debated whether a wage earner can be considered as remaining free. Wage earners were
denied the right to vote in the early nineteenth century because they were considered unfree. Marx is
particularly adamant that the wage earner alienates her act-freedom — and has no other choice — and
he sees this as a main dimension of the alienation of wage labor (another dimension relates to indirect
production and consists in not seeing the final use of one’s labour).
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aim-freedom (for acts respecting process-liberal rights, in full process-freedom),
and we also noticed that this act-freedom is seen as implying the protective right
not to be harmed (the corresponding “act” consists of being undisturbed and
safe). Destroying a capacity harms its bearer — it may kill her. Hence, act-freedom
precludes external ownership of a capacity. There remains the possibility of ex-
ternal usufruct. However, the use of a capacity means choosing the bearer’s acts
that use it. Hence, act-freedom also precludes external use-rights in capacities.
Moreover, the aim of the act of using is to obtain the corresponding benefit, of
any nature (such as income, enjoyment, etc.). Therefore, aim-freedom precludes
external benefit-rights in capacities. In the end, the only remaining possible type
of external rights in capacities are rent-rights.

With process-freedom, in application of this principle the bearer of a capac-
ity freely uses it and is entitled to the resulting benefits (act-freedom and aim-
freedom): the use of a capacity is a legitimate means of the bearer. If this person is
also entitled to the rent of this capacity, nothing else happens — then, this capacity
is self-owned. But if another agent has a rent-right in this capacity, the bearer has
to pay the corresponding rent. This can be seen as a price paid for the availability
of the corresponding services that this capacity can provide. This availability en-
ables the bearer to freely use this capacity and reap the ensuing benefits of any
nature. The bearer so buys a right to use her capacity and to benefit from this use. To
the extent of this external rent-right, she is only a tenant of herself. This is a price she
pays for the possibility of fully exercising her process-freedom. And the require-
ment of process-freedom entails that she has to pay this rent. The receiver uses this
transfer as she wants, and the payer finds the means to pay as she wants, from any
source of income such as the receipt of transfers, earnings, or lower expenditures.
The amount paid need not be obtained by a mercantile use of this specific capacity
when this is possible. This is just an application of the general case: someone who
has to pay a rent for an asset she uses can find the means to pay in any way, and
not necessarily through some income-earning use of the asset; such a use may not
even be possible, when the asset can only be used for direct enjoyment and con-
sumption. However, it is not impossible that, for facing the payment, one would
choose or need to earn some income from using the asset when this is feasible.
In any event, the rent, which is the value of the availability of the asset’s services,
is independent of the specific use chosen.? This holds for an external rent-right
in a capacity as for the rental of a house, which does not depend on whether the
tenant uses it for dwelling or for a professional purpose, or leaves it empty. One
characteristic of capacities as assets, however, is that, with process-freedom, the
bearer has to have the availability of the use of her capacities, and therefore she has
to pay the corresponding value — a rent — to any holder of an external rent-right
in capacities of hers. A free individual cannot but hire the capacities of hers that

3 Again, this will be the case for global distributive justice in large societies where each particular individual
is a relatively small economic agent.
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she does not own. Necessary hiring is not specific to capacities. There are other
assets an individual needs to hire if she does not own them, such as a house and a
number of other necessities depending on needs, culture, profession, and so on.
More generally, an individual has to obtain minimal consumption for living.

In the end, global distributive justice with process-freedom consists of the
allocation of rent-rights in given capacities, and the payments of these rents con-
stitute the corresponding set of transfers. Then, self-rent implies self-usufruct and
amounts to self-ownership. But full self-ownership is not required. However, we
will see that, conversely, external rent-rights in capacities will be limited both in
the nature of capacities and in amount.

Expressed in transferable money value, a partial rent-right in a capacity is
the value of the availability of the services that this capacity would provide in a
certain given notional use that can define the right. This includes a duration of
use, but it can also include other specifications: this will be discussed for labor
using productive capacities in Chapters 9 and 12. If this is an external rent-right,
the bearer of the capacity pays this rent, but with process-freedom she is free to
choose the actual use, which can be different from the use defining the right.
Moreover, formally, a capacity is a relation between its use and the outcome, and
it will turn out to be important, for global distributive justice, that this function
can be seen both ways: as the outcome for a given use or as the necessary use for
obtaining a given outcome (the difference will come from the fact that equally
sharing capacities will depend on the unit used for measuring them, such as units
of output or input, and mixed measures can be retained).*

The holder of an external rent-right can be an individual or a group, for instance
society as a whole, or an institution. Yet, in the latter cases, one may have to specify
the final allocation of the benefit to individuals, who may be said to be the actual
right holders (for instance, these holders may have an equal share in the right).
This remark will have an important application in coming chapters.

The result that will be obtained consists of an equal sharing of the external
money rent-rights of all individuals’ given productive capacities for the same
labour (or equivalently, each individual pays each other the money rent-right of
her productive capacities for the same labour). Individuals with low productive
capacities then receive a net transfer that compensates this handicap. Conversely,
individuals with high productive capacities have to pay a net transfer. Their pro-
ductivity enables them to earn this amount with less labour than others. And the
labour corresponding to this a priori liability will only be a limited share of the
labour they choose to perform. This liability is the intrinsic consequence of their
natural luck in their endowment of given productivity.

Theassignment of a rightin a capacity to the bearer of this capacity will be called
its “natural” allocation: choosing this allocation will be referred to as endorsing
the capacity’s natural allocation. This terminology is itself natural in the tradition

4 See Chapter 9.
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of “natural rights” and of most classical theories of the social contract. However,
it implies here no a priori value in itself and any such allocation has to be justified,
as others. We have obtained that process-freedom implies endorsing the natural
allocation of all capacity rights but rent-rights.

3. TYPES OF CAPACITIES, AND THE IRRELEVANCE OF
EUDEMONISTIC CAPACITIES FOR MACROJUSTICE

3.1. Relevant types of capacities

An individual’s capacities constitute a set of characteristics of hers that determine
what she can do, know, feel, and so on. Their consideration is a limitlessly rich
and complex issue. These capacities are often not even properly individual, as
with capacities for producing items demanded by others and for the various types
of social relations — for speaking a language, for instance. However, the issue
of macrojustice crucially rests on questions of capacities, but it does not need a
refined analysis of the various types of capacities and of their way of intervening.
It needs to first consider productive capacities, that is, capacities that can be
used for production, notably for earning a wage income and for production for
sale. Production of products directly consumed is classically added, but will not
be an issue for macrojustice in modern societies; and this problem need not
consider the issue of services directly provided to oneself and to family either
(although the latter otherwise raises important questions of justice). Activities
other than production use many kinds of capacities, a number of which can also
be used in production. For example, a number of physical and mental capacities,
such as various skills, strength, stamina, intelligence, memory, relational abilities,
etc., are used in both productive activities and in entertainment, culture, sports,
socialization, play, and so on. Moreover, it sometimes is relevant to consider
activity and rest, and the intensity of energy used in an activity or its low level, as
alternative uses of capacities.

However, a particular type of capacities needs to be considered here, notably
because of its use in eudemonistic or hedonistic concepts of social ethics. This
consists of the capacities to derive satisfaction or happiness from a given situation
or consumption, or “eudemonistic capacities.” They are the propensities to ap-
preciate, enjoy, like or dislike, or endure or suffer. These capacities are essentially
independent from production and productive capacities. There are exceptions
since eudemonistic or — more often — hedonistic capacities are used in produc-
tion by particular professions such as artists of various kinds, cooks, stylists,
and certain experts. Moreover, happy individuals may be more productive (or
less so). However, the independence from production or productive capacities is
doubtlessly the relevant view for macrojustice. These capacities are represented
by the classical philosophical and economic concept of a “utility” function, when
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the corresponding “utility” is taken as having the tangible psychological meaning
of some level of happiness or satisfaction.> Eudemonistic capacities also include
capacities to stand and endure. They are essentially psychological properties, but
they can mobilize characteristics of various natures, including properties of the
senses and epistemic capacities — capacities for knowing. Moreover, they can and
will be added capacities to perform various acts necessary or useful in actions of
consuming, experiences of enjoying, or protection from suffering. One can thus
more generally consider capacities for consuming, or consumptive capacities, or
for making the best of life in general (apart from earning).

Finally, the issue here is the allocation of rights in capacities that are given to the
person. People also form or improve certain capacities of theirs through training,
education, or otherwise. This formation is an act and the created capacities are
its consequence (either they are the sole intended consequences, or they arrive in
addition to some other output in the case of experience and on-the-job training —
which commonly are consciously valued). Hence, process-freedom implies self-
ownership in these self-created capacities or improvements. But, of course, the
given learning capacities used for this education or training are reckoned along
with other given capacities, and learning or training for improving productive
capacities is included within labour (characterized by duration, intensity, and
so on — these issues concerning labour and formation are precisely presented in
Chapter 8).°

3.2. The irrelevance, or natural allocation, of eudemonistic capacities
in macrojustice

3.2.1. The setting

Eudemonistic capacities will be understood in the possibly broad sense just noted.
Process-freedom in using one’s eudemonistic capacities and benefiting from this
use is trivial because any interference with an individual’s enjoyment or satisfac-
tion can be described as affecting the set of (other) means at the disposition of this
individual. However, external rent-rights in these capacities could be considered.
A set of such rights would be met by transfers or other allocations which can per-
form compensations or, more generally, be function of these capacities, be based
on them. This first raises informational difficulties and, more deeply, conceptual
ones. Happiness will have to be compared for the same individual in different cir-
cumstances, and, for social ethics and justice, across individuals. Moreover, what is

> This level can remain an ordinal concept (that is, a number replaceable by any increasing function of it).

There is no implication that it is “measurable” or “cardinal” (see Kolm 1996a, Chapter 12). Of course,
another use of “utility” functions sees them as mere representations of preference orderings.

The properties of justice of educational inputs provided by the family (which have an aspect of bequest)
and by the rest of society are discussed elsewhere (see Kolm 1985a, 1996a).
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to be compared depends on the considered ethics and circumstances (for instance,
this can be levels of satisfaction or their differences, for satisfaction discounting
certain features or causes, and so on). The required interpersonal comparisons,
notably, are not always meaningless and impossible, but they are not always con-
ceptually and practically possible either.” However, these problems turn out not
to be actually relevant for endogenous global distributive justice in large mod-
ern societies. In these societies, indeed, everyone thinks that this policy should
not directly depend on these capacities, as it will shortly be pointed out. For the
purpose of macrojustice, there is a consensus for self-ownership of eudemonistic
capacities, for the endorsement of their “natural” allocation. The reason is a com-
plex of interrelated notions involving privacy and concepts of the self, which make
eudemonistic capacities generally different from productive capacities in this re-
spect. Then, endogenous social choice should endorse this unanimous opinion.
As a consequence, global distributive justice with process-freedom will only be
concerned with the allocation of the rent of productive capacities.

It seems, indeed, that for deciding about the just allocation of incomes or goods
in general and at a global level, everyone thinks that it would not be serious to
take differences in individuals’ capacities to derive pleasure from their consump-
tion into account. Such considerations may be relevant for distribution facing
particular and specific issues, such as trying to soothe — and thus compensate —a
propensity to deep depression by providing more goods, or for allocating specific
goods among people who enjoy them very differently, but this will not concern
the overall, global and general question of distributive justice. The basic reason
underlying this general view seems to be that the satisfaction people happen or
manage to derive from their consumption or income, and their mental or phys-
iological propensities to this personal experience, are intrinsically their own, are
no one else’s concern (and in particular not that of a policy caring for distributive
justice), and that this enjoyment and the underlying capacity allocation are purely
private concerns and issues. For instance, a main tool for global distributive justice
is the income tax, and no one — it seems — thinks that someone should pay more
or less income tax than someone else because she is more or less able to derive
pleasure from income or extra income.® By contrast, individuals with a very high
propensity to suffer should undoubtedly be helped, and this has a high priority
and importance, but this is an issue for medical local justice rather than for global
distributive justice. More generally, individuals suffering from any handicap that
prevents their living a normal life should undoubtedly be helped, but this very
important object of microjustice — and compassion — is not in the realm of global
distributive justice in macrojustice.

7 See Chapter 24 and Kolm 1971 (1998), 1994b, 2001b.
8 The references to general opinion considered here concern the serious opinion of individuals, not the
proposals an individual can put forward for the fun of it.
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3.2.2. Two eudemonistic ethics and their place

Moreover, if global distributive justice wanted to take individual differences in
eudemonistic capacities into account, and if it could sufficiently compare and
know them, it would not even a priori know which way to use this criterion and
could end up with contradictory conclusions. Should we give more to the deeply
depressed, or should we avoid so wasting goods she can hardly appreciate, while
others could make the best of them? If someone has a higher capacity to enjoy than
someone else, should the second receive more to compensate for this handicap, or
should we rather give more to the former — a more efficient “pleasure machine” —
to maximize “total happiness” (if this expression and concept can be meaningful)?

In fact, both principles actually exist in thoughtful judgments, and hence can be
considered rational for this reason. However, they do not occur in considerations
of macrojustice, and hence this dilemma does not appear to be one for this policy,
which will be concerned with other reasons and distributive bases.

Indeed, compensating individuals with low endowments of the considered
capacity aims at correcting an inequality. And prima facie equality in the relevant
items is a requirement of impartial rationality.” Moreover, mental or physical
endowments may be a cause of suffering, and, prima facie, holding suffering
to be bad doubtlessy is sane judgment. However, compensating for melancholy,
soothing depression with more goods, at the cost of penalizing high spirits, which
might be justified in particular cases, do not seem to be topics for macrojustice.
Particular assistance is deserved by, or due to, people particularly prone to deep
pain, but these are, again, cases for medical microjustice.

The other view exists too. The fact that it corresponds to scholars’ utilitarian-
ism is not sufficient in itself for proving its actual relevance (this theory raises
many problems, to begin with serious logical ones as regards the limitations of the
possibility of meaningfully adding individuals’ utilities).!” Yet, there exist actual
judgments in this spirit. For instance, something is given to someone rather than
to someone else because she enjoys it more. Or a chore is performed by some-
one rather than by someone else because it is less painful for her to do than it
is for the other. However, such judgments are by nature local because they com-
pare differences rather than the overall individual situations which they take for
granted (although these situations can influence the specific pleasures or pains
considered). They generally concern only specific goods or acts. They happen in
local occurrences which are rather occasional. Most of the time, they also con-
cern issues of minor importance. When they concern behaviour within families
or other closely knit groups where people can have intense concerns for others,
the importance for the individuals can be larger, but the issue remains local and

9 See Chapter 23 and Kolm 1971 [1998], foreword, Section 5.
10°A full analysis of the various aspects of utilitarianism is proposed in Kolm 1996a, Chapter 14.
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takes place in the private sphere. These are questions of microjustice, not of global
distributive justice in macrojustice.

The same conclusion is reached in considering global distributive policies, their
bases and the reasons for them. These policies are realized by main taxes such as
the income tax, and main transfers supporting low incomes (or wage policies).
Actual judgments and debates about these policy instruments fully discard eude-
monistic capacities. Indeed, should someone with a joyful character pay a higher
income tax for compensating or equalizing, or because she is less depressed than
others by a lower disposable income? Or should gourmets pay lower income taxes
because they can derive “more happiness” from the gain in income? These hardly
seem serious questions. By contrast, actually contending judgments are of two
kinds, none considering such differences, and the actual political outcome is a
compromise between both. One view holds that earnings are deserved. It will jus-
tify this position by the reward of effort, or by process-freedom, but it mostly relies
on a concept of self-ownership (of productive capacities). The other view focuses
on incomes valued for their use. It appraises income distribution, and notably
income inequality and low incomes. It expresses a preference for income equality
(arational position given this choice of relevant item) and an aversion for income
inequality. It considers that the limit to this ideal rests in disincentive effects of
the tax (and possibly of subsidies) based on income.!! The actual political choice
generally is a compromise (self-ownership is sometimes less loudly voiced, but
it remains influential). Interpersonal differences in endowments of eudemonistic
or other consumptive capacities are absent from the debate and from the final
decision.'?

3.2.3. Vox populi

This shows that, although people actually manifest different opinions about global
distributive policies, they basically agree as concerns the irrelevance of the indi-
viduals’ differential endowments in eudemonistic (or consumptive) capacities for
this issue. An individual’s happiness or satisfaction can be seen as resulting from
her appraisal of the situation (or consumption) she evaluates with her capacities
for being happy or satisfied. These capacities are certain properties of the senses,
the body, and the mind. The notion that happiness (or satisfaction, possibly rep-
resented by utility levels) is the relevant item for direct justice evaluation amounts
to the idea that the pool of the causes of the situation (or consumption) and of
eudemonistic capacities constitutes what should be distributed, possibly using
compensations, with some ideal of reducing discrepancies in the resulting satis-
factions. For a utilitarian ethos, the variations of the corresponding satisfactions

! This “income justice” is analyzed in Chapter 11.
12 However, “decreasing marginal utility of income” for each individual often appears in discussions of
income inequalities (see Kolm 1966a).
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are the items to be directly compared.!* But we have noticed that people actually
do not think that an individual should pay more or less income tax than another
just because she seems able to derive more or less satisfaction or happiness than
the other from a given income or extra income. This is because they deem eu-
demonistic capacities and the satisfaction they provide for a given situation or
consumption to be private concerns, which should not even be explicitly consid-
ered by public global distributive justice and, therefore, should not influence the
corresponding distributive transfers (a priori, these transfers could try to com-
pensate for some given differences in these capacities, or to use these capacities for
maximizing some “global welfare,” depending on people’s satisfactions). It does
not seem that the income tax schedule should depend on whether the taxpayer is
a bon vivant, a sybarite, or an atrabilious or depressed person. It does not seem
justified to tax propensity to happiness or high mood, nor, a priori, to subsidize —
or compensate for — intrinsic sadness, gloom, and discontent. And it does not
seem justified either — with respect to the utilitarian ethos — to tax someone highly
because she cannot derive much pleasure from extra income (this could be a rea-
son to help her, on the contrary), or to reinforce a fortunate disposition to derive
pleasure from extra income with a related tax rebate or subsidy.

This latter discarded view, and the utilitarianism which corresponds to it, are
discarded on several related grounds as regards global distributive justice. Views
of this type can be found, and doubtlessly can be valid, but in cases of local
justice rather than for global justice, as we have noticed. Indeed, they judge vari-
ations and usually specific goods, rather than the global situation. Relatedly, they
cannot meaningfully be expressed as the maximization of a sum of utilities, ex-
cept for marginal variations in utilities."* The considered policy would accen-
tuate unjust inequalities in the natural endowment of eudemonistic capacities.
However, it focuses on happiness and on capacities to experience it, which seem
to be private issues rather than concerns relevant to public global distributive
justice.

In contrast, production for an income is what one gives to society and receives
from it. Hence, it is public by nature, in a sense in which consumption and
satisfaction are not (even if it occurs in a private relation). This gives it one possible
reason — which satisfaction lacks — for being a possible direct concern for global
distributive policy.

In all cases, of course, the considered issue of relevance or irrelevance of eu-
demonistic capacities for distribution policy implementing global distributive
justice solely concerns their direct consideration and, more specifically, the inter-
personally comparative intensity of the resulting happiness or satisfaction. Indeed,
eudemonistic capacities for each individual separately are related to individuals’

13 For a more explicit and precise presentation, see Kolm 1996a, Chapter 14.
14 The required cardinal utilities have no rational or psychological meaning beyond small variations (see
Kolm 1996a, Chapters 12 and 14).
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preferences and choices (they may determine their preference orderings).!® And
these preferences and choices determine supplies and demands and hence prices,
and notably incomes and the money value of the rents of all resources.

3.2.4. The scope of public concern with happiness and suffering

Of course, discarding eudemonistic capacities from the direct concern of global
redistribution does not imply finding happiness unimportant! Happiness, quite
the contrary, can be thought to be very important, or, possibly, the only important
thing; notably because people care much for it or, possibly, care only for it (this
issueis partly a question of definition of terms). The point is that global distributive
justice is a public issue concerned with (overall) distribution. If the happiness that
an individual derives from a given allocation of goods or a given situation, and
her dispositions and propensities in this respect, are private concerns of hers,
this benefit from her eudemonistic capacities, and these capacities, are irrelevant
to global distributive justice. This does not preclude that these capacities and the
happiness they produce can be very important in an overall evaluation of societies.
This direct irrelevance of eudemonistic capacities to public global justice solely
means that the corresponding criteria of this justice will exclude consideration of
these capacities and of their direct effects on individuals’ happiness. These criteria
will therefore be based on the other causes of individuals’ satisfaction (for an
individualistic conception of justice),'® that is, notably, consumption or income
(and labor provided or leisure) or the ways and means of their acquisition. For
instance, the optimum may have to be Pareto-efficient with utilities representing
levels of happiness, and yet its choice among the Pareto-efficient states may have
to be determined by criteria that do not refer to these utility levels, but, rather,
refer to the distribution of consumption or incomes or to ways, processes, or
means through which they are obtained.!” These incomes or consumption are,
then, enjoyed by individuals “with” their endemonistic capacities.

In particular, the existence of deep unhappiness and insatisfaction, and of mis-
ery, are certainly of prime concern for evaluating society, and they are issues for
individualistic justice. However, the main reason for misery at a global level is dire
poverty preventing the satisfaction of basic needs. And poverty is an issue about
the distribution of resources other than eudemonistic capacities (but including

15 We will see in Chapter 11 that individuals’ indifference plays a role in the most common income-
egalitarian ethics, for the cases of incomes of individuals who provide different labours.

16 A conception ofjustice is individualistic when end values are aspects of the individuals’ (but not necessarily
their happiness) and for their sake. In other cases, the situations of individuals are by-products or means
of other social-ethical aims (see Kolm 1996a, Chapter 1).

17 There are a priori many such possible criteria. The solution presented in following chapters is one of
them. A number of others can be found, notably, in Kolm 1996a, 1996b, 1971, 1993d, 1993e, 1993f, 1999b.
A standard method for achieving such a result consists of allocating resources and letting individuals
freely interact, notably exchange, in a way that guarantees this efficiency. This allocation can be just and
the interaction accepted from social freedom.
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productive capacities and rights to their products). The simple distribution of
rights to resources derived below will generally suffice for permitting the satisfac-
tion of basic needs (or needed extra assistance will be exceptional and small, and
hence again an issue for microjustice, although this policy would be very impor-
tant in intrinsic value, if not in volume and in number of aided people). People
who are miserable because they are deeply depressed, as those who suffer from
a severe handicap of any type, should certainly receive a particular aid, but this,
again, is an issue in microjustice. Other needs are aspects of the general structure
of satisfaction capacities, whether they are assets that permit particular enjoyment
or self-realization, or liabilities by the resources demanded by their satisfaction.

3.2.5. Selfhood and incommensurability

In the end, global distributive justice in large, modern societies should undoubt-
edly endorse the natural allocation of eudemonistic or satisfaction capacities. The
basic reason for this allocation has several closely related aspects. One is its noted
private character. The satisfaction that a person derives and can derive from her
consumption or from life is seen as a private matter for her — or even an intimate
concern —and not a proper concern for the redistributive transfers and policy im-
plementing global justice. This allocation also relates to the concept of selthood
and its respect. Satisfaction capacities are seen as belonging to the “core self”'®
because of their relation to feeling, preferences, choice, and action. This is taken as
areason for endorsing their natural allocation. Relatedly, material compensations
and transfers are sometimes considered inappropriate by nature for compensat-
ing interindividual differences in eudemonistic capacities. Both are bound to be
seen as belonging to different and incommensurable “spheres.” Furthermore, the
very definition of satisfaction or happiness, their sufficient description, and their
interpersonal comparison, raise problems which are not only informational, but
also, more deeply, conceptual.

3.2.6. Freedom and responsibility?

Other reasons for this endorsement of the natural allocation of eudemonistic
capacities have been suggested but are problematic. Rawls argues that individuals’
freedom of choice (of their life plans) entails that the relevant end values of justice
are their external means of these choices (that is, not their mental or bodily means),
namely the act-freedom (and political) parts of the classical basic freedoms on the
onehand, and “primarygoods” (income, wealth, power, positions, and self-respect

18 The various possible concepts of the self are analyzed in Kolm 1982a, Chapter 19. Only the most straight-
forward and unsubtle concept is involved here. This does not interfere with the deeper basic philosophy
of “selflessness.”
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or the means for it) on the other hand.'® However, this view is not sufficient in
itself. Indeed, this free choice does not per se rule out the existence, and the possible
relevance, of interindividual differences in possible benefits from capacities to be
satisfied with each alternative and in particular with the one they choose, and of
the capacities which permit or provide this satisfaction.

A more relevant view holds that people are responsible for their tastes, which
implies that they are accountable for them.?® If the considered “tastes” include
capacities to derive satisfaction —and not solely causes of preferences and choice —
this hypothesis bears on the present issue. However, the term responsibility implies
that someone can be held responsible for something solely if willfull acts of hers
are one of its causes or if she could have prevented it. Any use of this term that
violates this condition just is a mistake in the English language (or in any other
language that uses this term). The speaker then generally means accountability
rather than responsibility. Responsibility is one possible reason for accountability,
but there are others, either closely related ones such as aim-freedom, merit, or
desert, or possibly more distant ones such as concepts of “natural” rights (or
natural entitlement, duty, or liability), privacy, concepts of the self, need, and so on.
In fact, with process-freedom, one hardly needs a concept of responsibility, since
the individual is entitled to what she has willfully done: this could be her tastes,
possibly in choosing them not to be different while this was a possibility. People,
however, do not choose their tastes, although they occasionally willfully influence
them through purposeful training or habit formation. Therefore, the issue is
whether people could change their tastes or could have chosen to have different
ones. This question has no easy answer. It involves delicate psychological, social,
philosophical, logical, and semantic considerations. And if people could change
their tastes or could have chosen to have different ones, this process could hardly
provide any desired result instantaneously and without effort. Then, one should
distinguish these given constraints, for which the individual is not responsible,
from the rest of this choice, for which she can be. This distinction also raises rather
subtle logical, semantic, and philosophical issues.

To begin with, responsibility is sometimes simply discarded as irrelevant on
the ground that freedom does not exist because of universal causality and de-
terminism, including in the mental causes of action. Even short of this inclusive

19 Rawls’ theory does not include aim-freedom because its ideal of equal incomes, and its objective of
maximin in an index of primary goods that include income (the “difference principle”), for incomes
essentially including earned incomes, constitute policies based on earned incomes. Adding leisure to
the list of primary goods — an addition Rawls has admitted — would face this issue only if the trade-off
between leisure and income in the index is specific to each individual and equal to her wage rate. However,
equality in these parts of the index would then yield the unacceptable “maximal income equalization”
(see Chapter 9) if the unit is income, and full self-ownership — that Rawls does not want — if the unit
is time of leisure (or labour). In fact, the ideal of equal disposable income desired by Rawls (and many
others) is approximated in respecting process-freedom and Pareto efficiency by the policy presented in
Chapter 11.

20 This was proposed in Kolm (1966a, and its reprints in 1968, p. 154, and 1969, p. 181), discussed by
Ronald Dworkin (1981), but also more or less suggested by Saint Augustine and, of course, implied by
Jean-Paul Sartre’s extensive conception of responsibility.
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view, a classical position (generally of the political left) emphasizes the determin-
ing influence of the social environment on the individual’s formation and thus
downgrades her possible responsibility. The intrinsic denial of freedom, however,
bypasses the basic definition of this concept, which makes it fully consistent with
universal causality: free means caused by the will or, more restrictively, by reason
(which needs the will to trigger the free act).?! Then, however, how does one
justify drawing moral consequences from a particular structure of causality? The
notion of responsibility may just be unwarranted fetishization (or hypostasis) of
the consequentialist reason for punishment (influencing behavior). The answer
to this question shifts to the reasons for valuing process-freedom (which includes
aim-freedom, entitlement to the consequences of one’s action); they have been
considered in Chapter 4 with regard to basic rights, notably as concerns the exis-
tence and respect of agency. A further crucial problem is, of course, the treatment
of joint causes.

The question then becomes the delimitation of the domain of possible choice.
This amounts to the specification of the terms “could” or “can” as concerns the cre-
ation or prevention of certain aspects of one’s tastes, preferences, or eudemonistic
capacities. The individual cannot be held responsible for what is given to her about
these items or in the process of their change. She could be held responsible for the
rest. Tastes are not directly chosen. However, individuals sometimes willfully in-
fluence their tastes in playing with habit formation, familiarity, attention, culture,
and sometimes reason, often using indirect strategies: they can more or less choose
or manage to pay or not pay attention, focus attention, forget about something,
get used to, acquire or lose a habit, acquire culture, or try to be influenced by good
reasons. There thus are possibilities. However, these formations and transforma-
tions are often slow and long, sometimes painful (as with quitting an addiction),
and they usually affect only a small part of individuals’ tastes. Hence, changing
one’s tastes does not seem easy, and the concept of responsibility also implies that
responsibility is the lower, the more difficult, costly, or painful the missing act is.

Why, however, don’t individuals choose their tastes more? They sometimes
regret some of their tastes. Different tastes would make them avoid frustrations
and dissatisfactions, and permit them to enjoy items that presently leave them
indifferent, and they know it. They would probably be happier in liking what
their circumstances impose upon them (as hellenistic, buddhist, and some other
philosophies advocate — and most religions propose some aspect of acquiescing to
what happens to be the case). And all this happens “in the mind” — given the senses.
The nature of the limits and possibilities should thus be considered. The most basic
issues involve psychology, logic, and “ontology,” with questions of self-reference
and “weakness of the will” (Aristotle’s akrasia). People may want to change their
tastes, but not at the cost of losing their self, importantly defined by their tastes.
People often manifest a “weakness of the will” about changing their tastes: they
would like to do it but cannot sufficiently want to do it. This phenomenon has an

21 See Kolm 1982a (1994), 1984b, 1996a (Chapter 1).



104 Capacities

ambivalent status as regards freedom (and responsibility): if weakness of the will
is considered a property of the will, its existence manifests freedom, whereas if it
is seen as imposed on the will as a constraint or an obstacle, it constitutes a lack
of freedom. In the former case, the individual is responsible for her tastes. In the
latter, she is not. Willfully choosing one’s tastes also involves a double personality:
the actor who performs the change and the holder of the tastes (either the actor or
the resisting holder may be responsible). Moreover, such processes involve a series
of self-referential relations, which imply either circularity of infinite regress, such
as willing to will, preferring to prefer, desiring to desire, choosing one’s principles
of choice, or having tastes about tastes.

One conclusion is that the concept of responsibility for one’s tastes is not suffi-
ciently well defined and meaningful in itself. Further specification of the meaning
of free choice is required. However, accountability for one’s tastes can be retained
for other reasons. And its being endorsed for the purpose of global distribution
of resources (and liabilities) by consensual opinion constitutes a sufficient con-
sideration for the present purpose.

3.3. Differences between productive and eudemonistic capacities

Full self-ownership considers capacities globally. It sees no relevant difference
between eudemonistic and productive capacities. We have seen that consensual
opinion holds that macrojustice should endorse the natural allocation of eude-
monistic capacities. The close analysis of this issue, however, has shown that this
view results from quite specific reasons. And these reasons hardly apply to pro-
ductive capacities.

Eudemonistic capacities are basically capacities to feel and experience emo-
tions, using capacities to evaluate or discriminate, and resting in part on habit,
experience, and culture. They can be seen as more intimate, more private, or
more constitutive of the individual, than the capacities to act, relate, or even to
know (cognitive capacities), which constitute the bulk of productive capacities.
The benefit from eudemonistic capacities is direct and inalienable (although pos-
sibly compensatable), while that from productive skills is indirect and mediated
by society, since it usually passes through labour, income, expenditure, and then
consumption. The outcome of eudemonistic capacities — happiness, satisfaction,
pleasure, joy, sorrow, pain, anxiety, and so on — is experienced by the capacity
holder, whereas the product of productive capacities can be alienated, transferred
to others and used or consumed by them, and it normally is with the standard
division of labour. As a result, the values of the services provided by productive
capacities are objective, clear, well-defined, measurable, directly interpersonally
comparable, and in the nature of the income transfers that can redistribute them.
In contrast, the values of the services provided by eudemonistic capacities are
personal, their interpersonal comparability raises practical and conceptual diffi-
culties, and they are sometimes seen in a sphere too constitutive of the person for
it being proper to normally compensate for them by income transfers.
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The value of productive capacities in income or consumption they can provide
by wage labour or the sale of their product depend on the demand for their services
or product. The capacities themselves determine only the type of supply that deter-
mines this value. And the demand is external to the worker. Hence, a large part of
the income value of the rent of productive capacities originates outside the person.
Earned income also depends on demand as well as on the used productive capac-
ities, but process-freedom applied to the free exchange of labour allocates it to the
worker, asituation that does not exist for the value of the rent. The satisfaction, hap-
piness, or pleasure that eudemonistic capacities can provide also depend on the ad-
equation between the specific propensities they constitute and the external world.
For instance, the relation between tastes and prices —and hence the external supply
of goods —influences the satisfaction an individual can derive from a given income
(one benefits from preferring cheap goods and is penalized by expensive tastes).
This parallels the noted effect about productive capacities. However, individuals
usually provide only one type of labour, whereas they consume a large number of
types of goods, and many goods are consumed by most people (with similar in-
comes). Hence, the interindividual differences due to this kind of effects are bound
to be much larger for productive capacities than for eudemonistic ones. Moreover,
the intensity of satisfaction for given consumption or situation is proper to the per-
son. On the whole, more depends on the individual, and less on the rest of society,
in the value of eudemonistic capacities than in that of productive capacities.

On related but more “metaphysical” grounds, self-rights can be justified by a re-
spect of selfhood. An individual would have a “self ” including various elements.*?
She would be entitled to these elements or to their integrity, and outside interfer-
ence with them would be a violation of these intrinsic rights. Then, eudemonistic
capacities and the manifestations of the benefits they provide — being happy or
satisfied — would undoubtedly all belong to this self. Productive capacities are
different for three possible reasons. The first applies a remark just presented. With
process-freedom, the distributionally relevant aspect of productive capacities is
their rent, the value of the availability of their services. This value in income de-
pends not only on these capacities, but also on the demand for the services or
product they enable labour to produce. And this demand has nothing to do with an
intrinsic self of the person. It is external to her. In no way can it be seen as “intrin-
sically belonging” to her. This is to be contrasted with the legitimation of earned
income by process-freedom as the result of an act of free exchange yielding the ser-
vices or product of labour which legitimately uses productive capacities. We have
noticed that a corresponding effect of markets on the value of eudemonistic capac-
ities is a priori and on the whole relatively less important. The second difference is
that the services from productive capacities can benefit other persons, as opposed
to satisfaction or suffering induced by eudemonistic capacities, and hence the for-
mer are outside the “self” while the latter are not. Thirdly, even for the capacities

22 As we have noted, we only refer to down-to-earth concepts of the self here. For a full analysis of the
various aspects of this issue, see Kolm 1982a, notably Chapter 19.
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themselves, eudemonistic capacities can be seen as belonging to a “core self” that
experiences feeling and directs action, whereas other capacities would be relegated
to an instrumental role of information and action. In particular, for the present
topic of social ethics, there are classically two alternative basic views of the human
being. In one view, the individual is a sentient being who can incur happiness or
suffering through the application or working of her eudemonistic capacities. In
the other, the individual is a free chooser and actor, and a classical theory of man
sees choice as the effect of preferences derived from the structure of satisfaction
capacities (and the will then probably also has to rest in this system). In both
cases, the relevant aspect of an individual is her satisfaction capacities as they
generate happiness or choice. Productive capacities are, in these respects, more
“detachable” and “externalizable,” and not so inherent to the relevant core self.

Furthermore, an individual cannot be held responsible for the given productive
capacities which we consider here (since, by definition, it is and was not possible
for her to influence them), and hence for their productivity for given labour. The
analysis of the effects and costs of education and training permits distinguishing
the given part of productive capacities (see Chapter 8). Eudemonistic capacities
are different. Individuals can more or less influence them by training (getting used
to, losing a habit), by education and culture, or by reasoning. However, we have
noticed that the question of responsibility in tastes, preferences, or eudemonistic
capacities raise deeper issues which blurr the very concept and question. Too much
change in these items may produce a different person. This may be a motive for
limiting the change. Weakness of the will is a common feature of such changes —
and a reason for the common use of indirect strategies constraining one’s future
choices. And freedom and responsibility are higher if weakness of the will is
considered a part of the will rather than an “external” limit to its action. We also
noted the various self-referential problems. In the end, both a concept of given
tastes for which the individual is not responsible, and that of responsibility in
tastes, are not well defined without a much thinner consideration of issues and
meanings. However, assigning much responsibility for their tastes to individuals is
alogically possible option and, indeed, a position adopted by a number of morals
and philosophies.

All these differences have an impact on the possibility of implementing and,
more deeply, of defining, the relevant distributive policies. With process-freedom,
the benefits from the productive use of productive capacities are essentially earned
incomes, and in particular wages. They are relatively well defined, observable,
measurable, and interpersonally comparable. In contrast, the benefits from eude-
monistic capacities, satisfaction or happiness (or their variations), raise not only
difficulties of observation and information, but also intrinsic conceptual problems
of meaning, definition and, notably, possibility of interpersonal comparability.*?
Informational issues are no reason for the choice of the distributionally relevant

23 See Kolm 1971 (1998), 1994b, 2001b.
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items (the rational determination of proxies for these items, if necessary, is another
question). However, the noted difficulties are also conceptual, and they are closely
related to the sui generis and intrinsically personal aspects of these capacities, and
hence to the basic reasons for the actual consensus about the moral irrelevance of
these capacities for global distributive policy implementing macrojustice.

.
The conclusion reached so far is that endogenous global distributive justice is

only concerned with the allocation of the value of given productive capacities.
The resulting structure of the distribution is derived in Part II.
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Equal labour income equalization:
General presentation

INTRODUCTION

This chapter outlines the solution of the problem of macrojustice implied by the
premises presented in Part I, the essentials of this derivation, and the general
properties of this result. Further chapters present this solution, its reason, and
its properties with formal models which are increasingly refined, notably as con-
cerns the description of labour and of its yielding product and income. This leads
to the successive consideration of constant wage rates, more general individual
productivities, explicit modeling of all the characteristics of labour, and total or
partial involuntary unemployment. Another chapter discusses the question of in-
formation for the implementation of the distributive policy, and Part Il compares
the obtained scheme with present policies, proposals of assistance schemes, and
philosophers’ and economists’ conceptions.

The present chapter can thus be said to present “the philosophy” of the ques-
tion — as common language uses this term. It uses no explicit formalization.
Readers particularly familiar with formal models may prefer to begin by read-
ing Chapters 9 or 11 (and 13 for the treatment of involuntary unemployment).
Chapter 11 presents the most general case, but Chapter 9, which considers labour
measurable as a quantity and fixed wage rates, permits an easy discussion of the
main issues — actual cases can often be presented in this way for reasons and with
adjustments that will be presented in Chapter 8.

The present chapter divides in two parts. Part I presents the solution of the
problem of global or overall distributive justice, outlines the reason for its deriva-
tion, and points out some of its main properties, notably as concerns low incomes.
Part Il is more particular since it focuses on the extreme, limiting cases of incomes,
labour, and of the degree of equalization. Hence, it is possible to skip Part II at
first reading and to pass from the “philosophical” general presentation of Part I to
its presentation with a simple formal model in Chapter 9 (the simplicity rests in
taking labour as a quantity with constant wage rates, a case explained and justi-
fied in Chapter 8, whereas Chapter 12 considers the most general case). However,
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Part II presents notable issues, cases, and properties, such as the surprising ef-
fects of a “workfare ethics” (no aid without labour) and of a “right to idleness”
(possibility of abstaining from work), and the cases of an absence of equalization
(self-ownership) and of very high equalization.

The solution shown in Section I-1 is “equal labour income equalization” or, for
short, ELIE. Section I-2 notes the various general ethical aspects and meanings of
this scheme. Section I-3 then remarks that ELIE de facto and approximately implies
a minimum income; more precisely, however, it implies a minimum income in the
exact measure in which the individuals are not responsible for their low earnings.
The effects of ELIE as alleviating poverty is the topic of Section I-4. This shows
the various properties of this aspect of ELIE, the comparisons with other actual
or proposed modes of relieving poverty, and illustrative numerical examples. Sec-
tion II-1 then focuses on the cases of the lowest and highest possible labours and
incomes for the individuals. The issues are notably unemployment incomes and
“workfare” judgments, minimal necessary labours and a “right to idleness,”
and a possible right to average maximal labour. Finally, Section II-2 considers
the two limiting cases of ELIE, full self-ownership and maximal income equaliza-
tion, and it notably shows the defects of these extreme solutions, with conclusions
as regards the appropriate degree of income value equalization.

I. THE SOLUTION AND ITS REASON, MEANINGS,
AND BASIC PROPERTIES

I.1. THE SOLUTION AND ITS REASONS AND PROPERTIES

We seek to determine overall or global distributive justice in macrojustice implied
by the closely related principles of unanimity or consensus, and general social
freedom (See Chapter 1), and, hence, the constitutional basic rights and process-
freedom (Chapters 2, 3, and 4), and Pareto efficiency. We have seen that the issue
to be determined is the allocation of the rent-rights in given productive capacities.
Indeed, efficiency and process-freedom de facto imply that the issue is the distri-
bution of the (given) natural resources (Chapter 1), and that all rights in given
(human) capacities but rent-rights should be allocated to their bearer (Chapter 6).
Moreover, by consensual opinion as concerns global (overall) distributive poli-
cies, all rights in eudemonistic capacities should be self-owned for macrojustice
(Chapter 6). Furthermore, the value produced by nonhuman natural resources is
a minute fraction of that produced (and, still more, produceable) by productive
capacities, many of these resources concern microjustice, and anterior allocation
of such resources can hardly be disentangled (Chapter 5).

However, people are directly concerned not with capacities, but with two kinds
of goods. One kind can be considered as constituted by the pair of complementary
items leisure and labour. The other good is consumption, bought by disposable
income. Note that labour is a priori multidimensional: it is defined by a set of
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characteristics such as duration, speed, intensity, attention, previous formation
in training or schooling, and so on.' Leisure is the complement of labour in all
these dimensions, and it thus includes leisure time, more leisurely work, and so on.
We will see, however, that duration, or a duration adjusted for taking differences in
the other characteristics into account, is often particularly important (Chapter 8).
As concerns the other good, process-freedom implies free selling of services and
output of labour and buying of goods, and hence it enables one to conflate, for the
present purpose, output and earnings on the one hand, and disposable income
and consumption on the other hand.

A capacity is not in itself a final desired or disliked good or bad: it is a means
that permits one to relate two such finally desired or disliked items. Productive
capacities, notably, provide output-income-consumption for given labour and
leisure. Equivalently and symmetrically, a capacity can be seen as providing, for a
given output, the leisure that remains after labour has produced it. This relation
is the individual productivity or production function.

The foregoing shows that macrojustice implies a sharing of the value of indi-
viduals’ productive capacities, with no other relevant differences among the indi-
viduals. Hence, rationality requires a prima facie objective of identical treatment.?
However, there are two goods: income-consumption, and leisure (or labour). The
leisure (or labour) of different individuals has no reason to be differentiated for its
direct effects on the individuals (that is, irrespective of differences in productivi-
ties). These two goods are the items in which the distribution a priori takes place.
Moreover, they constitute inputs and outputs of the productive capacities, and
hence, provide two measures of their amounts, which yield different results in the
equalization but can a priori be combined. These views lead to two different but
equivalent ways of obtaining the result. These derivations will be precisely shown
in Chapter 9, but their essence can be outlined.

The allocation of the value (the rent) of productive capacities is a priori done
in the two goods that concern the individuals: income-consumption and leisure.
Being a priori allocated some leisure means owing the complementary labour, or
the output one can produce with it. These pairs are the individuals’ allocations
relevant for the considered distribution and its distributive justice. Nothing else
can relevantly differentiate the individuals here (their eudemonistic capacities are
irrelevant for macrojustice, so are any particular associated needs, and they are free
to use their productive capacities and earn and merit or deserve the product). Then,
the rationality of justice requires the identity of these initially allocated bundles.
Equal owed labours are transferred in the form of the value of their outputs, and
these values are equally shared for providing the equal individual incomes.’

“Effort” consists of intensity with difficulty or painfulness: it is not a pure labour input concept.

See Chapter 23, and a more detailed analysis in Kolm 1971 (English translation 1998), foreword,
Section 5.

Chapters 9 and 12 show with pecision the question of the equal sharing of the relevant values of indi-
viduals’ productive capacities.
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This allocation is superimposed on full process-freedom where the individuals
freely work and earn without impediment, tax, or subsidy. This association can
equivalently be seen as individuals freely deviating from a benchmark constituted
by the allocated leisure or labour and income, in working more or less and keep-
ing the corresponding earnings or incurring the corresponding loss in foregone
earnings. In fact, however, this distributive “benchmark” will turn out to be such
that most individuals will choose to work more.

The result is equal labour income equalization, ELIE for short. Each individual
yields her product of the same labour and receives an equal share of the sum, that
is, the average. This labour is the “equalization labour.” Since these individuals
generally have different productive capacities and productivities, the amounts
paid by each a priori differ, and so do the net results of the transfers for each.
More productive individuals pay more and, in the end, the more productive
pay and the less productive receive since the overall set of transfers is balanced.
The equalization labour, a notional benchmark, generally differs from the actual
labours chosen by the individuals.

This result also constitutes a possible equal allocation of the rent-rights of
productive capacities. Indeed, it means that the individuals equally share the
income values of the capacities used by the same equalization labour for all; and
keep for themselves the value of the availability of the rest of their own productive
capacities, which corresponds to the equal notional complementary leisure. This
result equivalently refers to the two possible ways of comparing or measuring
capacities and productivities for implementing the equal sharing of their whole
value. Productivities, indeed, relate labour and leisure on the one hand and income
or consumption on the other. Then, the given allocation is, for a part, equal leisure,
and for the other equal income resulting from the complementary (equalization)
labour. From this benchmark, the process-free individuals choose to work more
or less in keeping the corresponding earnings (or losses).

Full self-ownership is the particular case where each individual owns all the rent
of her own productive capacities; that is, the reference (benchmark) labour and the
transfers vanish. This is a particular equal allocation, obtained when individuals’
productive capacities are measured by thelabour that could use them. Thislimiting
case a priori just constitutes one possibility among many others.

An individual’s earnings for the equalization labour is her “equalization in-
come,” and the average of these is the “average equalization income.” ELIE
amounts to each individual yielding her equalization income and receiving the
average equalization income. Hence, the net result is that individuals whose equal-
ization income falls short of average receive and those whose equalization income
exceeds average yield. The equalization labour and incomes vanish with full self-
ownership.

For instance, the incomes that the individuals could earn during one day and a
half a week would be equally redistributed, and the individuals are otherwise free
to work as much as they want for an untaxed and unsubsidized income. In fact, the
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volume of actual redistributions at national levels are those of ELIE with equaliza-
tion labours from one to two days a week (from the United States to Scandinavian
countries) — but the structures of these actual present-day redistributions are not
those of ELIE. The other dimensions of labour will also have to be made precise
(intensity, speed, attention, previous training or education, etc.) — see Chapter 8.

Practical realization can take various forms, depending on the institutional set-
ting, but the common case will be a realization by a balanced set of contributions
or taxes and subsidies (which will constitute most of the operations of the “distri-
bution function” of a public sector). An individual less productive than average
for the equalization labour will receive a subsidy equal to the excess of the average
equalization income over her own, and an individual more productive than ave-
rage for the equalization labour will pay a distribution tax equal to the excess of
her equalization income over the average.

ELIE also amounts to a set of bilateral transfers where each individual pays
1/n — where n is the number of individuals — of her equalization income to each
other. This shows how the ELIE set of transfers can equivalently be seen as a set
of bilateral transfers or as a set of balanced transfers to and from a redistributive
center (the fiscal administration).

The information necessary for the realization of this distribution consists of the
individual productions for the equalization labour, or the competitive wage rates.
These wages are the basic data exhibited by the labour market, and nine-tenths of
labour is wage labour in industrial countries. On the whole and on the average,
this information is more readily available than that required for implementing
the bulk of present-day tax or subsidy rules. Facing the problems of information
raised by various particular cases by recoupment, comparison, estimates, proxies,
and so on are the usual routine of fiscal administrations. This question will be
considered in detail in Chapter 10.

There are two particular borderline cases. In one, the equalization labour van-
ishes: this is full self-ownership. In the other, the equalization labour is one that
produces the highest possible income: this is maximal income equalization. They
would be the solution if, respectively, only leisure or only income mattered for the
choice of justice and hence had to be equalized. We will see, however, that maxi-
mal income equalization is utterly unrealistic at national levels and is also ethically
defective (Section 7), and hence the equalization labour should be far from max-
imal (this borderline case will nevertheless be considered for the information it
brings about the logic of ELIE). In fact, we will see that the equalization labour
will have to be lower, even substantially so, than most actual labours. It should be
pointed out that the classical ideal of equal disposable incomes, a standard leftist
position, is not the considered maximal income equalization. Maximal income
equalization, indeed, implies that there are transfers from individuals with high
productive capacities to individuals with low productive capacities that do not
correspond to actual labour and production, but to potential ones during the
actual leisure of the individuals. Taxing income one could have produced during
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leisure is generally not found ethically adequate. The exact and complete position
of present-day income egalitarians will be considered in Chapter 11. It turns out
to be best realized by an ELIE with an equalization labour in the neighbourhood
of the lowest normal standard full labours.

1.2. ETHICAL MEANINGS OF ELIE

ELIE has a number of characteristic (necessary and sufficient) properties which
present ethical meaningfulness in themselves. Although they are logically equiv-
alent, they show different meaningful moral aspects of this scheme.

The very way in which ELIE has been arrived at shows a number of these as-
pects. ELIE adds a number of other equalities to full process-freedom. One is equal
given allocation of income and leisure. This is a type of equality of opportunity from
which the individuals are free to deviate in working more (or less) and in receiv-
ing the corresponding extra earnings (or incurring the loss of foregone income).
ELIE is an equal sharing of the value or rent of the given productive capacities, with,
in the general case, one part measured in income or consumption and the other
measured in labour or leisure value. These two parts can be considered in them-
selves. Hence, ELIE can be seen as equal self-ownership — but not necessarily full
self-ownership. The complement is the equalization labour and the equalization
of its products is a rational necessity. From a complementary point of view, ELIE
also is equal common ownership of the income values of individuals’ capacities that
can be used by the equalization labour, a community that is translated as equal
sharing. It consists of erasing the effects of differences in individuals’ productiv-
ities on individuals’ incomes and consumptions for this equalization labour. For
this equalization labour, it is equal pay for equal work (a principle applied here
for erasing the effects of differences in productivities rather than solely for ban-
ning various discriminations as in its usual applications — basic rights guarantee
against discriminations); equality of opportunity in this sense; from each equally in
labour, to each equally in money ; or, in money, from each according to her capacities,
to each equally (while “to each according to her capacities” holds for the rest of
labour). Note that ELIE is equality of opportunity in two opposite understandings
of the concept: equal freedom to use one’s particular capacities for deviating from
the equal given allocation of income and leisure, and equal pay for equal work for
the equalization labour.

The ELIE distribution thus provides a certain compensation of the advantage
of having a higher productivity and of the relative handicap of having a lower one.
The equalization labour is an index of solidarity, compensation, redistribution, or
equalization. We will see, however, that when it is excessive, the relative advantage
and disadvantage of having a high or low productivity are not only erased but,
in fact, reversed in a symmetrical way: the distribution can become exploitative
of the ablest who lose freedom and welfare because of the high tax they have to
pay. However, we will also see that the equalization labour should not exceed the
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normal full labour (note that it does not seem appropriate that people pay taxes
for productive capacities not used for earning).

ELIE also amounts to each individual yielding to each other the same fraction
1/nofher equalization income, where nis the number of individuals, and receiving
acorresponding amount from each other. With constant wage rates, ELIE amounts
to each individual yielding to and receiving from each other the product of the same
labour. Hence, macrojustice is justice as balanced labour reciprocity in this sense.
The equalization labour is also an index of this reciprocity or mutuality.

ELIE also implies that a lower productivity or wage rate is compensated by an
extra income transfer (or lower tax) proportional to this gap.

ELIE also means that productive capacities are pooled for the equalization
labour, with an equal distribution of the proceeds, while they are self-owned
otherwise. In this sense, the equalization labour constitutes an index of economic
productive or patrimonial communitarianism of society, and the complementary
leisure is, correspondingly, an index of economic productive or patrimonial in-
dividualism of society. This is more communitarian than the relation in a simple
community of exchanges — which also exists here — although this differs from cul-
tural communitarianism. This aspect is an important issue for the determination
of the equalization labour discussed in Part IV.

1.3. MINIMUM INCOME

In a large community such as present-day national communities, which are the
communities within which most of the redistribution achieved by public finances
takes place, the equalization labours that can realistically be considered will be
below most freely chosen actual labours. This is in tune with the size of actual
redistributions since, as noted above, redistributions of similar volumes would
be reached by ELIE with an equalization labour of one to two days a week. This
also relates to the basic moral reason of not redistributing incomes that are only
potential (see Sections 3 and 7). Precisions about characteristics of labour other
than duration (intensity, previous education and training, etc.) would not affect
this remark. Now, an individual who works more than the equalization labour has
a final disposable income higher than the average equalization income (since her
income is the average equalization income plus the earnings provided by the extra
work). An individual who can obtain no earnings from the market (and hence
who usually does not work) receives the average equalization income from ELIE.
An individual with a very low wage practically receives the average equalization
income (her equalization income which she yields is very low). The (other) cases
of involuntary unemployment, including those of people in partial quantitative
or qualitative involuntary unemployment,* are dealt with in Chapter 13, where
it is shown that these people finally dispose of the average equalization income

4 Qualitative involuntary unemployment includes jobs not using the worker’s level of qualification.
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if they work no more than the equalization labour (in particular, with complete
involuntary unemployment), and have a higher disposable income otherwise.
Hence, the average equalization income appears de facto as about alower bound
of incomes. The only possible exceptions are those of rare individuals who freely
choose to work very little while they could easily obtain an income higher than this
level: they may be neglected when considering global distributive justice in macro-
justice and, moreover, they are definitely and unambiguously responsible for their
low income (more precisely, the lower the individual’s productivity, the closer her
income is to the average equalization income, and the higher her productivity, the
easier it is for her to obtain a higher income — and hence the more responsible
she is if she does not).> Hence, given average productivity, a sufficient equalization
labour permits one to provide a sufficient level for this minimum income.

[.4. THE EFFICIENT AND FINANCED RELIEF OF POVERTY:
PROPERTIES, COMPARISONS, AND A NUMERICAL EXAMPLE

I.4.1. The ELIE relief of poverty

Involuntary poverty results from people not being able to earn sufficient income.
ELIE subsidizes people who can only earn less than average for the equalization
labour. It thus alleviates poverty. It can do it sufficiently if average productivity
and the equalization labour are not too low. Its realization of this result has the
following characteristics:

1) The rationale of ELIE is that it is the structure of the just allocation of resources
resulting from social freedom or basic rights. These classical basic rights are the
protective rights (Berlin’s “negative freedom” —see Chapter 2), and they include
no right to the relief of poverty or to income transfers per se. ELIE’s alleviation
of poverty is not its direct aim; it solely is a consequence of its more general
logic. This basic rationale of ELIE entails all its other characteristics.

2) ELIEisa Pareto-efficientscheme, since its transfers are based on the market value
of the availability of inelastic given productive capacities. That is, it induces no
social waste. Indeed, this property entails that the global distributive policy is
an ELIE. And Pareto efficiency is required by the condition of unanimity (see
Chapter 1).

3) ELIE is a financially balanced scheme. It jointly defines the subsidies and their
financing by its taxes.

4) The beneficiaries of ELIE subsidies are the legitimate owners of the rents on
productive capacities that generate these transfers. ELIE is not an assistance
scheme. It is an implementation of property rights. These are rights in others’

5 In fact, the actual social unit will be the household rather than the individual in a strict sense, and hence
people who work only part time for bringing an income complement to the family do not raise a problem
here.



I.4. The efficient and financed relief of poverty 119

capacities, but, as previously noted, there is a basic reciprocity. These aspects
are bound to have favourable influences on social attitudes and the receiver’s
dignity.

5) ELIE subsidies are not provided under a condition of resources or income, but
they are under a condition of capacities for earning income. These are the given
capacities for which the individual is not responsible, whereas, given these
capacities, individuals are responsible for their labour, earnings, and the re-
sulting income.

I.4.2. Comparison with other schemes

In all these respects, ELIE widely differs from classical actual or proposed assistance
schemes such as specific aids in kind, guaranteed income, negative income tax or
income tax credit, universal basic income, or welfarist “optimum income tax.”
These comparisons will be developed in Chapter 15.

In brief, guaranteed income, negative income tax, and welfarist “optimum”
income taxation induce wasteful disincentives. Wasteful disincentives are also in-
duced by the financing of the subsidies of universal basic income, guaranteed
income, negative income tax, and aid in kind if they are financed by the usual,
wasteful, taxes. Aid in kind is also Pareto inefficient if it induces people to consume
more of the goods given to them than they would have bought had they received
the same value in money income. That is, practically, in all these cases there are
other solutions that are preferred to these schemes by everyone.

Universal basic income, by definition, provides an equal lump-sum amount
to everyone without condition, including to rich people (who, on the contrary,
pay with ELIE). As a result, if this income is sufficient to alleviate poverty, the
total amount is extraordinarily high and practically cannot be raised. And if the
total amount can actually be raised, the basic income is insufficient for alleviating
poverty. Is it a good idea to insist on handing out 500 dollars a month to the
wealthiest individuals? Is it necessary for guaranteeing their freedom? Aren’t there
better uses of this money, people who need it more?

The scholarly studies of welfarist “optimum taxation” will be closely considered
in further chapters, notably in Chapter 10 about the issue of information because
it justifies basing transfers on earned incomes by their being a proxy for unob-
servable capacities. This reason is problematic and, as we will see, these studies
optimize the schedule of the tax but not its base. Moreover, they consider peo-
ple’s eudemonistic capacities, which are unanimously considered irrelevant for
macrojustice (Chapter 6). And they use a given “social welfare function,” while
social-ethical principles are not a priori given in this form.°

6 By contrast, this kind of “optimum” taxation has a domain of validity in certain cases of microjustice,
notably with a utilitarian form, as with the determination of nonlinear public tarifs in Kolm (1969b,
1970b), where individuals’ utility functions are different and uncertain — in opposition to the assumptions
of the “optimum income tax” models.
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Aid in kind is particular only if the resulting structure of consumption differs
from that which the aided people would have chosen with an equivalent aid in
income. Then, it is paternalistic, it violates “consumer’s sovereignty,” it assumes
that the aided people are unable to see their “true needs” even when they are
provided the appropriate information, it is bound to raise in the most acute ways
the problems of dependency, assistance, lack of dignity, and cultural interference
or disruption, and it is Pareto inefficient. It should thus be justified by specific
reasons which will generally put it outside the field of global distributive justice
in macrojustice.

I.4.3. A numerical illustrative example

A numerical example can illustrate the working of ELIE as a support to low
incomes. In the following numerical examples, labour is measured by duration
and individuals’ production functions are assumed to be linear (constant wage
rates). This structure and the way in which it can take other characteristics of labour
into account will be discussed in Chapter 8. The figures and situations considered
here are for the case of France in 1995,” but the discussion can easily be adjusted to
other economic, social, and institutional frameworks. Average income is 10,500
francs per month. Take as equalization labour duration one third of standard
working time. Average equalization income is 3,500 francs per month.

Someone earning 6,000 francs per month yields her equalization income of
6,000/3 = 2,000 francs, but receives the average 3,500 francs and hence receives a
net subsidy of 3,500 — 2,000 = 1,500 francs, and ends up with a disposable income
0f 6,000 + 1,500 = 7,500 francs per month. A wage earner at the official minimum
wage of 5,400 francs per month has an equalization income of 1,800 francs, receives
a net subsidy of 3,500 — 1,800 = 1,700 francs, and ends up with a disposable in-
come of 5,400 + 1,700 = 7,100 francs. Someone who could find employment at
half the official minimum wage, that is, a low 16 francs per hour, would end up
with an income about equal to the official minimum wage (2,700 + 3,500 — 900 =
5,300). However, this minimum is an official constraint on paid wages, and hence
this person is not employed under present law (firms freely hire under this con-
straint on wages).

With this scheme, someone unemployed receives the 3,500 francs per month
of the average equalization income (this holds if this person’s productivity is zero,
and also, as it will be shown in Chapter 13, if this person cannot find employment
or is partially unemployed in being hired for no more than the equalization dura-
tion — one third of the time here). This amount becomes 3,800 francs — the official
“poverty line” — if the equalization duration is increased from 1/3 to the neigh-
boring 36% of official standard working time, and 4,400 francs if the equalization

7 They are taken from a proposal presented to the French General Planning Commission.
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duration is augmented by one fourth. Moreover, unemployment insurance, the
decrease in involuntary unemployment due to competitive process-freedom and
to the possible substitution of an ELIE distribution to the reason for labour-market
and policy-induced wage rigidities (minimum wage laws and taxes on wage bills),
and good macroeconomic, labour-market, and education policies, may reduce the
remaining poverty due to unemployment to exceptional cases, which can be the
object of a specific extra aid to needs. Furthermore, it suffices that one earns 1,500
francs per month for obtaining a disposable income of 1,500 + 3,500 — 500 =
4,500 francs. Hence, with free hiring for employers, the suppression of the mini-
mum wage law makes everyone better off. Indeed, practically an appropriate ELIE
scheme can replace at once low-income and unemployment subsidies and mini-
mum wage laws, in making everyone better off. Finally, someone who can obtain
6,000 francs per month can secure 4,500 francs in working only half-time (3,000 +
3,500 — 2,000). Anyone who, from any situation, chooses to work less or more,
loses or gains exactly the corresponding variation in her output (hence, everyone’s
free choice is efficient).

The ELIE transfers received are the lower, the more productive the receiver (but
they do not otherwise depend on her income). Individuals whose productivity
exceeds the average for the equalization labour, for instance whose given wage
rate exceeds the average, yield transfers equal to the difference (proportional to
the excess of wage rates above average in the case of given wage rates). These
resources pay for the subsidies: ELIE defines and includes both the aids and their
financing — contrary to other assistance schemes. Contrary to other realizations
and proposals, also, these transfers or taxes do not induce the payers to work less.
On the contrary. These transfers, based on given productivity and not on output,
earnings or labour, have no disincentive price effects. In fact, they have a positive
incentive income effect in inducing the payers to work more in order to more
or less compensate for the loss (since leisure is usually not an “inferior good”),
and pay the tax. Hence, ELIE induces more productive people to work more.
These payments are low for people only slightly more productive than average.
For high productivities, for given wage rates these payments tend to the fraction
of earned income equal to the duration of the equalization labour as a fraction
of the working time of the person. This working time is generally high for such
productive individuals — this often goes with interest in the job and responsibility,
but it also is induced by the high wage rates and the income effects of transfers,
while the lump-sum ELIE transfers induce no opposite disincentive price effect.
On the whole, for the figures of the previous paragraphs, this distributive tax is
not likely to exceed one fourth of earnings (and it does not depend on labour).

This balanced set of transfers should constitute the bulk of the distributive
structure of public finances. The public sector must, in addition, finance other
publicly provided goods and services. The provision and financing of these goods
and services will a priori be chosen without consideration of global distributive
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justice and macrojustice, since this issue is taken care of by the considered dis-
tributive scheme. That is to say, financing should be according to users’ benefits,
notably through “benefit taxation.” More precisely, this classical principle of pub-
lic finances finds a specific application in the theory of the “liberal social contract,”
which applies the theory of full process-freedom to the cases of failures of market
and free exchange.® The actual flows of public finances are the sum of these compo-
nents, which result from different rationales — democracy, however, would benefit
from tax payers being informed of the justification of the amounts demanded
from them.’

The presentation of the general theory of global distributive justice in macro-
justice continues in the next chapters with complete general models (with the
central analysis in Chapter 9). However, even very simple straightforward proper-
ties of the result have noteworthy particular consequences, notably as concerns the
limiting cases of labour, income and redistribution, and moral judgments about
them. Part II of this chapter presents these issues which, though not as central as
the rest, shed light on important properties of the obtained solution and on its
relation with common moral judgments.

II. THE LOGIC AND ETHICS OF EXTREMES: LOWEST AND
HIGHEST LABOURS, INCOMES, AND EQUALIZATIONS

II.1. LOWEST AND HIGHEST LABOURS AND INCOMES

Lowest incomes raise particular issues, as can lowest labours and, in particular,
unemployment and minimal labours necessary for paying required transfers. By
contrast, the symmetrical highest possible incomes and labours present no actual
and practical interest, but have some purely theoretical interest for the analysis
of the general logic and meanings of ELIE schemes. Let us consider these two
limiting cases. For the lowest labours and incomes, we begin with the case of
general transfers, of which ELIE is a particular case.

II.1.1. The ethics of labour and leisure and their implications

The fact of working or not raises widespread specific moral judgments which can
have drastic effects on distributive schemes. Choosing not to work may be a right,
but someone who (freely) makes such a choice is often denied a right to public aid.
These two views are common. The right to choose not to work is seen as a rather
basic freedom because forced labour is a step in the direction of slavery (although

8 Chapter 3 proposed a short reminder of this issue.

9 Specific issues of microjustice or mesojustice not solved by process-freedom and free exchange can in
addition be dealt with by public actions and finances, but they require specific justifications. The latter
can refer to particular handicaps, external effects of parents on children, culture, and so on, and may
notably affect domains such as education, health, housing, or culture.
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therequired labour may belimited and the requirement indirect—as with having to
earn in order to pay a tax, without direct interference with the acts of labour). This
right to idleness is improperly but suggestively called “right to laziness” in Paul
Lafargue’s famous pamphlet with this title. One has to eat, though, and another
widespread moral judgment is that individuals who freely choose not to work
while they could, in receiving a remuneration, should not receive public support.
There should be no subsidy or compensation for voluntary unemployment. This
can be called the “workfare rule,” and it is commonly applied to aid to low-
income earners (the case of involuntary unemployment is often distinguished in
subjecting aid to the condition of actively seeking employment). These common
moral views can have very important consequences when they are associated
to Pareto efficiency (hence, to the principle of unanimity) or to social freedom,
notably in banning a distributive policy and requiring full self-ownership, through
a sequence of logical implications.

This results from the interference between these views and taxes or subsidies that
are lump-sum, that is, independent from the person’s actions and their intended
consequences. Indeed, someone entitled to a lump-sum subsidy receives it when
she chooses not to work even if she could obtain some earnings. And someone
who has to pay alump-sum tax has to work at least for paying this tax (if she has no
other income). Hence, a general workfare rule, applied to the possible choices of
individuals, forbids lump-sum subsidies. And a general right to idleness forbids
lump-sum taxes. Both conditions jointly forbid any kind of lump-sum transfers.
Finally, if one considers a balanced set of lump-sum transfers, there is at least one
tax and one subsidy, and either of the two conditions — the workfare rule or the
right to idleness — suffices to forbid the set of transfers.

Now, transfers that are not lump-sum have incentive or disincentive effects
of the kind that jeopardizes Pareto efficiency. And Pareto efficiency is a direct
requirement from the principle of unanimity. Moreover, taxes that are not lump-
sum forcefully interfere with the taxpayers’ acts or their intended consequences,
and hence violate process-freedom. Hence, Pareto efficiency requires that taxes and
subsidies are lump-sum, and process-freedom requires that taxes are lump-sum.
That is, process-freedom or Pareto efficiency requires that taxes are lump-sum,
and Pareto efficiency also requires that subsidies are lump-sum.

Therefore, a right to idleness bans lump-sum taxes, whereas Pareto efficiency
or process-freedom require taxes to be lump-sum. Hence, a right to idleness
plus either Pareto efficiency or process-freedom imply that there are no taxes.
Moreover, a workfare rule bans lump-sum subsidies, whereas Pareto efficiency
requires subsidies to be lump-sum. Hence, a workfare rule and Pareto efficiency
imply that there are no subsidies. In addition, distributive transfers constitute a
balanced set. Hence, if there are such transfers, there are both taxes and subsidies
(at least one in each category).

Now, in the framework considered, an absence of the transfers constitutes full
self-ownership. Therefore, for a balanced set of transfers, full self-ownership is
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implied by Pareto efficiency plus either a workfare rule or a right to idleness; by
full process-freedom and a right to idleness; and hence, from a right to idleness
plus either Pareto efficiency or full process-freedom.

However, the individuals may not actually prefer and choose not to work or
to work as little as possible. Then, the considered efficient and process-freedom
respecting lump-sum transfers are possible in respecting the workfare rule or the
right to idleness. Moreover, the ethical judgments about unemployment incomes
and necessary labours are bound to depend on their levels.

At any rate, these moral judgments about the fact of working or not and its
relation to income are widespread and hence should a priori be considered by
endogenous social choice. Forced labour violates a basic right. Having to work
in order to pay a due is not exactly forced labour, and yet this creates, de facto, a
constraint on the choice of labour and leisure. This obligation, however, may be
more or less stringent. Such a minimal necessary labour hampersa possible right to
abstain from working. Such a right has, for instance, been eloquently defended by
Paul Lafargue (Marx’s son-in-law) as the “right to laziness.” On the contrary, the
“work ethic” wants people to work. It may be good for them (and their family) and
save them from idleness, “the mother of all vices.” The “dangerous classes” would
beless dangerous if occupied at the workshop (and the more so if they are occupied
to exhaustion). In more modern views, work may be favorable to social integration.
Moreover, work will make people contribute to society. It may be particularly
offensive that people could have an income without working when they can work.
They would be social parasites. “He who does not work does not eat,” says Saint
Paul of Tarse, echoed by the former Soviet constitution. “No work, no meal.”
Aid may have to be restricted to the deserving working poor. The poor may have
to work in “national workshops” as in France in 1848. Present-day schemes of
“negative income tax” or “income tax credit” are justified as an improvement over
guaranteed minimal income, which can induce aided persons to abstain from any
work, not so much because they reduce the inefficiency (this was the main initial
reason for proposing this policy), but for the intrinsic moral value of working
or of contributing, or for the effects of labour on the person, her family, or her
social integration. Most unemployment compensations and minimum incomes
are granted under the condition of actively seeking employment.

These judgments about working or not, and about aid, are moral ones, more
or less supported by the consideration of sociological and psychological effects for
“workfare.” They can forbid distributive policies respecting efficiency and social
freedom, and hence jeopardize these properties or ban redistribution from self-
ownership. However, these judgments essentially only concern the limiting-case
issue of working or not. Hence, they hardly belong to the realm of considerations
of macrojustice. These views, when they have to be taken into account, should thus
only lead to local modifications of the general distributive rules. If they are widely
shared, or sociologically and psychologically justified, the ensuing infringement
of economic efficiency, hence of the principle of unanimity as concerns economic
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variables only (which leads to the lump-sum policy bases), is justified by consensus
as concerns a larger set of issues.

I1.1.2. Lowest labours and incomes with ELIE

I1.1.2.1. The general case

The general results about the interference between efficient and process-free dis-
tributions on the one hand, and the moral and social values concerning labour
and its absence on the other hand, apply in particular to ELIE distributions. How-
ever, the fact that these schemes’ base consists of the causes of labour incomes for
which the individuals are not responsible (given productive capacities) introduces
a qualification of aids and liabilities according to individuals’ responsibility.

In ELIE distributions, the set of transfers is balanced. Individuals receive the ex-
cess of the average equalization income over their own equalization income or pay
the reverse excess. Individuals no more productive than average for the equaliza-
tion labour can choose not to work. Then, if they are less productive than average,
they receive a transfer while they do not work. This transfer does not exceed the
average equalization income. This limit is reached for individuals who can obtain
no income from the market. However, these individuals’ labour is not demanded,
and they are also involuntarily unemployed. The subsidy they receive — the average
equalization income — is the corresponding unemployment aid. Individuals who
are little productive receive a little less as transfer, in particular if they choose not
to work. This transfer is the lower, the more productive the individual is (for the
equalization labour). The implicit moral reason is that individuals are induced
to work less when their productivity is lower, and the considered productivity is
given to them; hence, they are less responsible for choosing not to work when their
productivity islower, and as a consequence the unemployment compensation they
receive is higher; conversely, the higher the productivity, the higher the responsi-
bility for choosing not to work (say the “laziness”), and the lower the subsidy. As a
consequence, the scheme is continuous, from the individuals with no productivity
to others. In contrast, a workfare rule would demand individuals with low, or very
low, productivity and wage to provide some labour, thus introducing a disconti-
nuity. Moreover, the more productive the individual, the higher the incentive to
work is for her, both because her wage is higher and the transfer she receives is
lower. Finally, the considered possible voluntary unemployment respects both the
individuals’ free choice and Pareto efficiency. They would be violated, by contrast,
by some particular “workfare” requirement or successful inducement to work.

Individuals more productive than average for the equalization labour have to
pay the difference. They have to work at least to pay this liability (if they have no
other income). This payment is the higher, the more productive the individual
is (for the equalization labour). But the more productive the individual, a priori
the less labour she needs for producing a given amount. In fact, however, the
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minimal labour induced by this necessary payment depends on the structure of
the individual’s production function (output or earnings as a function of labour).
The minimal labour that this required payment induces for the payer is the labour
that produces this amount. But for comparing this minimal labour across indi-
viduals, with different payments and productivities, one has to compare with the
equalization labour since all individuals have the same disposable income for this
labour (this is the average equalization income). Now, when individuals work
more or less, their disposable income varies as their earnings (since the distribu-
tive transfers are lump-sum). Hence, someone can work less than the equalization
labour as long as the corresponding loss in earnings does not exceed the average
equalization income (if she has no other source of income). Therefore, she can
withdraw less from the equalization labour in working when she is more pro-
ductive, in the sense of using less labour for producing the average equalization
income before reaching the equalization labour.!® Hence, individuals more pro-
ductive in this sense have a higher minimal necessary labour. This minimal labour
can go from zero (for individuals with an equalization income equal to average)
to becoming close to the equalization labour (or any other combination of labour
characteristics that produces as much) for very productive people. When labours
are measured by quantities (such as durations —see Chapter 8) with constant wage
rates, the considered productivities are proportional to the wage rates, and hence
the higher the wage rate, the higher the minimal required labour.

The two foregoing paragraphs describe, respectively, the unemployment income
of the less able and the minimal necessary labour of the more able (where ability is
for the equalization labour). This advantage and this requirement are aspects of
the compensations for differences in personal productive capacities provided by
ELIE distributions.

Both unemployment incomes and minimal necessary labours vanish in the
case of full self-ownership. They become the highest for very high equalization
labour. Consider, however, plausible levels. The examples will be with constant
given wage rates per unit of labour duration.

An equalization labour of one and a half day a week provides a volume of
redistribution of the order of magnitude of that of present-day redistributions
at national levels. Then, an individual three times more productive than average
needs to work only one day to pay her due. Indeed, this person pays her income
of 1.5 days and receives average income for 1.5 days; but the latter amounts to her
income of 0.5 days, and hence, the person finally pays her income of one day. And
extremely productive individuals have to work at least almost one day and a half.
In fact, practically all of them work much more.

An individual’s minimal necessary labour is the higher, the more productive
she is in the required sense. However, the higher the individual’s productivity, the
higher the price incentive to work more is, the easier it is to earn given extra

19 The very simple algebra or geometry of these situations will be explicit in Chapters 9 and 11.
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income, the more costly leisure is in terms of foregone income, and the higher
the income incentive to work more is because the tax the person has to pay is
higher. And the minimal labour corresponds to an absence of income. Hence,
the constraint of minimal labour, which exists only for individuals more produc-
tive than average, will not normally be effective for realistic equalization labours.
The exceptions could only concern productive people with a very strong prefer-
ence for leisure, even at very low income and consumption. These exceptional
characters can probably be discarded from considerations about macrojustice.
In fact, individuals more productive than average will generally work more than
the equalization labour for the likely values of the latter (as will most individuals
except the involuntarily unemployed or those with very low productivity). This
implies that their labour neatly exceeds the minimum.

The highest unemployment income is the average equalization income. For
example, it is about one third of average income if the equalization labour is
about one third of a standard duration of labour.

A “workfare rule” forbidding that people could receive a subsidy when they
choose not to work, requiring some labour for any income, would force an ELIE
scheme to vanish into full self-ownership. However, it would not be in tune with
the basic rationale of ELIE, which is a right in society’s productive capacities.
Moreover, voluntary unemployment may actually be chosen by no one or by only
very few people. And if some specific aid to low incomes were added to a general
ELIE distribution, some requirement of providing some work (or actively seeking
employment) for obtaining this extra aid can be added to it, notably if this is
deemed favorable to social integration or to family or mental balance. However,
this would again be beyond the realm of global distributive justice in macro-
justice.

I1.1.2.2. Involuntary unemployment

Voluntary unemployment entails, per se, no inefficiency. Individuals who can offer
or produce nothing normally valued by the market are unemployed for this specific
reason which, again, entails no inefficiency. Yet, there can be other, standard cases
of involuntary unemployment, with downward wage rigidity. This situation will
be particularly studied in Chapter 13. This involuntary unemployment will be
reduced by general process-freedom favoring the free working of labour markets;
by the ELIE distribution policy, which can reduce the reasons for wage rigidities
in labour markets and in policies of wage floors; and by measures favouring
employment in labour market, education, and macroeconomic policies; while
unemployment insurance reduces the effects of unemployment on incomes. These
aspects do not belong to the domain of overall distributive justice. However,
the ELIE concept also includes a solution for the incomes of the involuntarily
unemployed individuals. This unemployment of an individual may be total or
partial, and partial unemployment may consist of limits on duration or on other
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characteristics of labour (such as underqualified employment not making proper
use of the individual’s skills).

The constraint that imposes total or partial involuntary unemployment is given
to the individual. The construction of ELIE schemes describes what is given to
the individual in the form of her production function. This function, however, is
defined for all labours that the individual can a priori perform. Yet, an individual
working to earn income will not choose to work more if she cannot earn more as
a result. Hence, for this individual, given her behaviour, not being able to work
more is formally equivalent to not being able to earn more by working more.
This remark permits one to describe the constraint of total or partial involuntary
unemployment as included within the structure of the individual’s production
function. It suffices to replace the technical “real production function” by the
“actual production function” that describes the individual’s possibilities to earn
as a function of the labour she offers even if part or all of this labour is not actually
employed and earning income. The latter production function is the mathematical
“truncation” of the former at maximal labour earnings. It is identically zero for
full involuntary unemployment, which thus formally amounts to not being able
to produce anything valued by the market. More generally, this device transforms
actual partial or total involuntary unemployment into a notional voluntary choice,
but with the handicap of the actual, truncated, production function. Then the
general ELIE theory applies with these actual production functions.

In particular, fully unemployed individuals are treated as individuals who can
supply nothing with market value, and they therefore receive the average equaliza-
tion income. Partially unemployed individuals end up also receiving this income
if their work does not exceed the equalization labour. If they choose to work less
than what they are offered, however, they lose the corresponding loss in output,
and hence their choice entails no inefficiency.

I1.1.3. Maximal labours

In the situation opposite to those where labour is the lowest, an individual works
and earns as much as she can. The precise definition of maximal work need not
retain us here, because the following reasonings using these maximal labours
correspond to ELIE schemes that are in fact rejected by consensual moral views,
and only aim at exhibiting the general structural properties of this distributive
rule.!! The highest socialincome (sum of individual incomes) is generally obtained
with the highest individual incomes. An individual’s maximal income is the total
rent, measured in income, of her productive capacities. The sum of these rents is
society’s income rent of its productive capacities.

I Maximal work in a period may not be sustainable, and we may want maximal sustainable income. High
work can affect health and life duration. We certainly will not want to define highest income with life
duration being an endogeneous variable.
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An individual who works maximally earns the total income rent of her pro-
ductive capacities.!? This amount generally differs across individuals. These dif-
ferences may a priori be the focus of an assessment concerning justice. It might
be deemed just that the income an individual can obtain in working maximally
be the same for all. As previously shown, full process-freedom or Pareto efficiency
require that this be realized through a set of lump-sum transfers. This set will also
have to be balanced. Then, considering the particular situation of labours where
each individual works maximally, it appears that these transfers should amount
to an equalization of the individuals’ maximal incomes. That is, each individual is
demanded her maximal income and is handed out the average maximal income.
This is maximal income equalization. Of course, since each individual receives, in
exchange for her maximal income, the average maximal income, she can choose
to work less than maximally, provided her foregone earnings do not exceed the
average maximal earnings. More productive individuals are at a disadvantage for
this purpose since relatively low leisure (decrease in labour from maximal labour)
suffices for making them lose this amount, whereas less productive individuals
can take more leisure before losing this amount. Maximal income equalization
equally shares the total income rent (income producible by labour). We will see,
however, that the choice of this limiting case as the actual solution is rejected for
several reasons which are consensual views (one of them will be that this solution
implies an equal sharing of some incomes that are only potential, rather than
actually earned).

II.2. FULL SELE-OWNERSHIP AND MAXIMAL INCOME
EQUALIZATION: THE LIMITING CASES

I1.2.1. The two pure concepts of equal allocation of rents
of productive capacities

Let us now focus on and compare the two borderline cases. Maximal labour
for an individual can always be taken with productive characteristics (duration,
intensity, previous training and education, etc.) larger than what they are with her
actual maximal labour in assuming that the difference is unproductive (produces
no extra income). Therefore, maximal labour can be taken to be the same for
all individuals (with productive characteristics not lower than what they actually
are for all individuals). Then, maximal income equalization is ELIE with the
maximal labour as equalization labour. In contrast, full self-ownership is ELIE
with a nonexistent equalization labour.

Both maximal labour equalization and full self-ownership are equal allocations
of the rents of productive capacities. The difference comes from the good used as
measure. Maximal income equalization is equal sharing of the full income value of

12 The production function can be taken as a nondecreasing function of the parameters that describe the
productive characteristics of labour: See Chapter 8.
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the rent. Full self-ownership is an equal distribution when capacities are defined
by the largest labour they can transform into output or income (or leisure they can
free in not working). In other words, these two distributions are equal allocations
of the rent of productive capacities when this rent is measured, respectively, in
income value and in labour value (when labour is measurable by a quantity —
see Chapter 8). They thus also achieve equal allocation when either income or
labour and leisure are respectively taken as the “measuring rod” of values. The
actual difference between these two allocations results from the fact that individual
productivities differ, and these productivities are the rates of substitution between
these two “numéraires.” Other ELIE schemes are intermediate cases, with equal
distribution of the rent defined or measured by income for the equalization labour
and by labour or leisure for the rest.

I1.2.2. Rights to idleness and to average maximal income,
and the workfare rule

Both full self-ownership and maximal income equalization can be characterized
by conditions bearing on individuals’ possibilities in the limiting conditions of
labour. These conditions apply to a balanced set of lump-sum transfers, this latter
property being required, as noted, by full process-freedom or efficiency. The three
separately necessary and sufficient conditions are:

For full self-ownership:

— The right to idleness: Each individual has the possibility of not working.

— The workfare rule: No individual can have an income if she chooses not to work

(no income for voluntary unemployment).

For maximal income equalization:

— The right to average maximal income: Each individual should be able to obtain
average maximal income.

The set of transfers is a priori balanced as a financial condition. However, we

have seen that full self-ownership obtains without this condition, for lump-sum

transfers, if the right to idleness and the workfare rule are jointly required.

With maximal income equalization, each individual obtains the average maxi-
mal income as disposable income when she works maximally. The possibility, for
each individual, to choose a labour that secures a disposable income not lower
than the average maximal income whatever the others do is a priori a more general
property, and yet it requires maximal income equalization. Assume, indeed, that
given a balanced set of lump-sum transfers, each individual can otherwise freely
choose her labour and her corresponding earnings.'> Assume, moreover, that each
individual can obtain a disposable income not lower than the average maximal
income with a possible choice of her labour and whatever the others do. Then,

13 Assuming each individual’s earnings to be independent from others’ labours, which is relevant for
relatively “small” agents in a large society and independent individuals’ choices of labour (see Chap-
ter 8).
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if each individual chooses this labour of hers, the sum of individuals’ disposable
incomes is not lower than maximal social income, and is in fact maximal social
income since it cannot be larger. Then, each individual’s disposable income is av-
erage maximal income. And maximal social income is also the sum of individuals’
earnings since the set of transfers is balanced. This implies that each individual’s
earnings are maximal. Then, the transfer faced by each individual amounts to
the replacement of her maximal earnings by the average maximal income and
earnings. This is maximal income equalization.

I1.2.3. Unequal outcome-freedoms

Outcome-freedom is freedom of the choice of outcomes, which are here pairs of
income or consumption and of leisure (complementary to labour). It is described
by the domains of possibility of such choices. It results from the conditions of the
choice: process-freedom, capacities as means of labour, and the given allocation
of goods and leisure implemented by the ELIE transfers. An outcome-freedom is
larger than another if it permits obtaining more income for each labour and more
leisure for each income (further discussion of this domination by inclusion of
the possibility sets has no relevance here). Both full self-ownership and maximal
income equalization will tend to produce unequal outcome-freedoms, but with a
reverse effect of the influence of productivities.

Indeed, with full self-ownership, an individual more productive than another
in the sense that she can earn more for all labours is freer in this sense.

In contrast, with maximal income equalization, an individual who can earn
more extra income than another in passing from any nonmaximal labour to max-
imal labour is less free in this sense. Indeed, with maximal income equalization, an
individual obtains the average maximal income when she works maximally. She
can also work less than maximal labour, at the cost of losing the corresponding
foregone earnings. She then has a disposable income lower than average maximal
income by these foregone earnings. Therefore, if an individual is more productive
than another in the sense that she obtains larger extra earnings in passing from
any labour to maximal labour, her foregone earnings are higher when she with-
draws from maximal labour to a given labour, and hence her disposable income
remaining from the average maximal income is lower.

Hence, both full self-ownership and maximal income equalization tend to
produce unequal output-freedoms. These inequalities depend on individuals’
productivities, although with a reverse effect: more productive individuals tend
to be outcome-freer with full self-ownership and outcome less free with maximal
income equalization.

I1.2.4. Unemployment incomes and minimal necessary labour

In particular, with maximal income equalization, the individuals whose maxi-
mal earnings are below average can abstain from working and will receive an
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unemployment income equal to the average maximal income minus their maximal
earnings. This income is the higher the lower the individual’s maximal earnings.
Individuals who can earn nothing receive the average maximal income.

Again, with maximal income equalization, individuals whose maximal earnings
exceed average face a minimal necessary labour. This is the labour with which they
can earn the net transfer demanded from them, their maximal earnings minus
the average maximal income. People who need very little extra work in order to
earn this last earnings in amount equal to the average maximal income, before
reaching maximal earnings, have a very high minimal necessary labour. This is the
case that Dworkin’s (1981) striking image of the “slavery of the talented” intends
to describe. This “talent” is that of earning, and these individuals are formally
free though they have to work very much for paying their due.!* However, it
should be noted that the high productivity required for this result is that for extra
production just before maximal labour and earnings, which is at odds with the
common structure of decreasing returns in production.

By contrast, full self-ownership entails no unemployment income and no
required labour, and is indeed characterized by these properties among ELIE
schemes (and other sets of lump-sum transfers).

I1.2.5. Ill treatment of people with very low or very high productivities

A notable point is that both full self-ownership and maximal income equalization
treat particularly badly one category of persons: those with very low and very
high earning capacities, respectively. References will be to “ability” or “talent” for
earning income. With full self-ownership, people with very low productivity will
have very low income and consumption (starvation of the unable), they may have
to work much for earning more (exhaustion of the unable and de facto “slavery” of
the unable), and they have little output-freedom (unfreedom of the unable). With
maximal income equalization, people who are extremely productive when they
work very much (see above) have to work very much (exhaustion of the talented
and de facto “slavery” of the talented), they may have to accept low disposable
income and consumption in order to obtain some rest (starvation of the talented),
and they have little output-freedom (unfreedom of the talented). In both cases,
these individuals have high work, low rest, low income and consumption, and low
output-freedom. This may violate possible human rights to minima in income,
consumption, rest, or freedom.

However, these extreme cases of productivity may not exist. Or they may be
sufficiently rare to be discarded from concerns for macrojustice and treated in an
ad hoc manner.

14 Before Dworkin, Pazner (1977) had the intuition of this property. In the case of constant wage rates,
maximal income equalization has indeed been suggested by Pazner and Schmeidler (1972), and discussed
by Varian (1974, 1975), Pazner (1977), and Dworkin (1981).
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The effects of full self-ownership are straightforwardly seen. For maximal in-
come equalization, an example may be enlightening. As a matter of illustration,
let us measure labour by its duration and assume wages to be proportional to it.
Assume also maximal sustainable work to be 16 hours per day almost every day.
Then, an individual who can obtain a wage rate equal to four times the average has
to work 12 hours a day for the sole purpose of paying her due (this is her income
for 16 hours less one fourth of it which she receives as the average production
during this time). For obtaining a standard of living costing the average earnings
for 8 hours a day, she has to work two hours more, say 14 hours almost everyday.
Such labour durations exist in a number of well-paid or interesting professions.
Practically, the question of the nature of the work will be essential, but this is not
the present topic. The issue of information about capacities will be considered in
Chapter 10. Rather, let us remark here that a person who can earn the average
wage is not taxed and can secure the same income in working 8 hours a day.
And someone who can earn nothing enjoys both twice this consumption and full
leisure. This illustrates the reverse inequality.

I1.2.6. Consequences for the choice of ELIE

Hence, people with very low productivity in the case of full self-ownership, and
with very high productivity in the case of maximal income equalization, will have
very low output-freedom, consumption, and rest. And output-freedom will tend
to be unequal (by relevant inclusion of the domains of choice) in both cases, al-
though with a reverse effect of productivities. Hence, full self-ownership is to be
discarded if there are people with very low productivity, maximal income equaliza-
tion is if there are people with very high productivity, and both might be objected
to because of the inequality in output-freedom they generally entail. This leads to
choosing ELIE distributions intermediate between these two extreme cases.

Moreover, the maximal income equalization solution would lead to extraordi-
narily high amounts of transfers. If, as an order of magnitude, maximal labour is
five times the present actual labour (for instance, working about 16 hours a day
every day throughout life without vacation or retirement), the required trans-
fers would be five times the transfers necessary to fully equalize present earned
incomes.

In addition, maximal income equalization amounts to equalizing productivites
for each “bracket” of labour (for example, if labour is unidimensional, the pro-
ductivities of the h™ hour of labour, for each h; and multidimensional brackets
can also be defined). However, actual labours will be short of maximal ones. And
the meaningfulness, as regards justice, of equalizing productivities of “brackets”
that are not filled with actual labour, and hence, that are occupied by leisure, is
problematic. As we have already noticed, such an equalization is in fact rejected
by people, even by the most “income-egalitarian” ones. They see no moral jus-
tification and no distributive justice in taxing productive people for what they
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could have earned during their leisure time,'> or in the symmetrical subsidies.
In fact, we have seen that the likely equalization labour in a large society will
be short of most actually chosen labours, thus avoiding equalization of produc-
tivities for nonworked “brackets.” Moreover, an important ethical view sees the
equalization of earned incomes as ideal (this is a common position of the rather
far left,'® and also, for instance, an ideal for philosophers such as John Rawls
and Michael Walzer — income is one of Rawls’ “primary goods”).!” However, we
will see that when this ethic is considered in full, the scheme that implements its
intention is an ELIE with an equalization labour around the lowest normal full
labour (Chapter 11).!8 In the end, the equalization labour will be between zero
(full self-ownership) and this lower normal full labour. In fact, half normal full
labour will appear as a maximum representing a very “redistributive” (from full
self-ownership) and “leftist” policy, in a large and diverse society. Part IV of this
study will discuss the issues and methods of the determination of the equalization
labour.

15 The aim of such a tax could be to induce these productive people to work more, which they may have to
do for paying the tax. However, this is an objective different from distributive justice. And it has to be
justified.

16 A more radical and genuine “leftist” position, however, emphasizes not equality and income, but, rather,
mutual gift giving and reciprocities (see Kolm 1984a).

17 See the discussions in Chapter 16 below and in Kolm 1996a, Chapter 8.

18 “Normal full labour” intends to exclude part-time labours providing complementary incomes to the
household, the cases of total and partial unemployment, and exceptionally low labour supplies in general.
This can be the official labour duration in countries where there is one — that is, the earnings of overtime
work will not be taxed or subsidized.



Models of labour and productivity

1. MODELING LABOUR

1.1. Characteristics and capacities

Equallabour income equalization can be presented with more or less complex (and
complete) or simple models of the economy. Simple models may provide good
descriptions, or sufficient approximations, in a number of cases. They can also be
useful for focusing the presentation and discussion on crucial properties, or for
didacticorillustrative purposes. The crucial issues will be the description of labour,
the structure of individuals’ production function showing earnings as a function
of labour, and the situation of the labour market (notably, the absence or presence
of involuntary unemployment). The present chapter focuses on the question of
the description of labour and of the structure of the production function. It
thus constitutes a preliminary for the following chapters that use its conclusions.
It contains no ethical consideration — and hence, can possibly be skipped at first
reading. However, its considerations are necessary for justifying formulations of
labour that are usual, or that are used in the following chapters. For instance,
can one speak of a “quantity of labour” or an “amount of labour”? What does
this mean? What does an expression such as “she works twice as much” mean? If
labour is measured by its duration, these expressions can make sense. One can then
easily introduce the consideration of the speed of labour, all the rest remaining
the same (if that is possible). However, what about the other characteristics of
labour, such as intensity of attention (which can result in speed, but also in the
quality of output), intensity of physical force, or the effects of previous education
or training? There is also the issue of distinguishing labour from its painfulness
(or the opposite), on the one hand, and from its productivity, on the other hand.
Again, one can begin by reading the uses of the results in the following chapters, but
the possible meaning of the formulations used are proposed here.

The present section provides a general discussion of the issues, which the
next two sections translate into specific modelling. The distinction of labour
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characteristics from given capacities is followed by the analysis of the presentation
oflabour as unidimensional (Section 1.2), and of the representation of involuntary
unemployment (Section 1.3). The formalization is general in Section 2 and shows,
in Section 3, how labour can often be sufficiently represented by its duration,
possibly notionally adjusted for the effects of the other characteristics of labour.

The relevant characteristics of labour are those that can influence the product
and pay or earnings. There are a number of them such as duration, speed, fraction
of actual work in a given period, intensity, attention, concentration, physical force,
steadiness or regularity, flexibility and adaptability, reliability, previous experience
or training, previous formation and specialized or general education, and so on.
These characteristics are related. Some can be conflated into others, such as the
fraction of time of actual labour in a period with speed, and both with duration.
Others may be rival: this can, for instance, happen for speed and attention or
reliability. Our present purpose requires a distinction between these characteristics
of labour and individuals’ particular given capacities used in the performance
of this labour. The relevant effect of these capacities will be described by the
“production function” giving earnings as a function of labour. We have noted that
earnings constitute the relevant variable here, rather than, say, physical output (or
consumption that these earnings can buy), because of the basic assumption of
full process-freedom (which implies unfettered selling, buying, and exchanges).
An aspect or a parameter of the activity of labour describes given capacities if no
individual can choose or change it as concerns her own labour. Otherwise, it will
be described by characteristics of labour. Hence, the capacities considered here are
given capacities. Other capacities (or aspects of capacities), which are created by
the individual, are in fact intermediate outputs of her productive activity, and the
acts of their creation are in fact dimensions of labour. Previous formation chosen
by the individual constitute the outstanding example. We thus have labour, with
characteristics that can be changed by the individuals who work (for at least one of
them), and (given) capacities, with characteristics that cannot be changed by these
individuals and which determine the individuals’ production functions relating
labour provided to earnings.

1.2. Unidimensional labour

One often considers that someone works more or less, or, even, more or less than
someone else. This implies that the considered labour has ordered manifestations,
and, in fact, an ordinal unidimensional representation. This can describe a given
situation or constitute a notional construct. More specifically, quantities of labour
are often considered.

Labour may relevantly have only one dimension. This dimension then is often
its duration. Then, labour may, furthermore, have the structure of a quantity. Such
cases may occur in specific situations, sometimes important ones. Or they may
suffice as an approximation for given situations and problems. Or, again, their
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consideration may be useful for expository, didactic, illustrative, experimental,
investigatory, mind-focusing, or other cognitive purposes.

More important, perhaps, is the fact that labour can very often be considered
unidimensional, and indeed a quantity, in being measured by duration adjusted
for the other relevant characteristics. This results from the consideration of steady
work. When work is steady in a given period, this means that the relevant process
is the same in each (small) unit of time in this period. If this relevant process
is production, this means that the relevant characteristics of labour other than
duration, the characteristics of productivity (capacities), and the output, remain
thesamein each (small) unit of time. This implies that outputis proportional to the
duration of the period. The coefficient of proportionality will depend on the other
characteristics of labour and on the characteristics of productive capacities. All
these characteristics thus affect production through one or several multiplicative
factors affecting duration. Then, if the effects of the nonduration characteristics
oflabour on the one hand, and of the given capacities that differ across individuals
on the other hand, can be described as affecting different multiplicative factors,
one can, for all relevant purposes, measure labour by its “adjusted duration”
defined as its duration multiplied by the multiplicative factors influenced by the
nonduration characteristics of labour. A precise model and examples will shortly
be provided. Note that this jointly justifies models of unidimensional labour
and linear production functions — that is, output (income) is proportional to
the “quantity” of labour measured as (adjusted) duration, and the coefficient
of proportionality is a constant given wage rate depending on given productive
capacities. Note also that one can consider periods as short as one wants, and
hence, very often, consider that production is in steady state in each of these
periods.

Unidimensional labour with nonlinear individual production functions can be
found in a number of particular situations. They are also to be considered because
the treatment of involuntary unemployment with unidimensional labour will use
such a case of nonlinear production function, as is shortly explained. The forego-
ing justification of considering unidimensional labour with duration adjusted for
other characteristics of labour will be less frequently valid for nonlinear produc-
tion functions than for linear ones, but it may be relevant. This will happen when
the nonduration characteristics of labour enter the production function through
multiplicative factor(s) multiplying duration and not depending on the character-
istics of given capacities that differ across individuals. These latter characteristics
intervene otherwise, and they can be described as transforming an “adjusted”
duration of labour into output (income), where this duration is actual duration
multiplied by the noted multiplicative factors. Such a production function can dis-
play varying returns of the adjusted duration.! That is, there is, in the considered

! Forinstance, getting tired can create classical decreasing returns, on-the-job training can create increasing
returns.
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period, steady state for the effects of nonduration labour characteristics, but not
for those of the characteristics of given capacities.

1.3. Involuntary unemployment

An important issue is the consideration of involuntary unemployment. Let us
first note that three facts and policies, different from global distributive justice
considered here, but that are included in the overall policy and interfere with the
issue of involuntary unemployment, should be considered or implemented. First,
involuntary unemployment has microeconomic causes in the working of markets
that, most often, violate process-freedom for reasons related to distribution. Now,
process-freedom requires the microeconomic policy to suppress these causes, and
distribution is taken care of by the policy presently considered. These microeco-
nomic causes of involuntary unemployment include collective market behavior
introducing price and wage rigidities, and policies such as wage regulations or
various taxes on employment or on the wage bill. Second, the correct macroeco-
nomic policy should also aim at suppressing involuntary unemployment. Third,
unemployment insurance, which can be a private scheme but is usually supported
by the public sector, suppresses or attenuates the detrimental consequences of in-
voluntary unemployment, notably as regards earned income. If there remains
involuntary unemployment, or at least uninsured one, the proportion of people
in this situation may be sufficiently limited for this issue to be considered outside
the question of global distributive justice in macrojustice.

However, involuntary unemployment can also be treated within the distributive
justice realized by ELIE schemes. Individual production functions describe the
income the individual can obtain for each labour she decides to perform. ELIE
schemes are concerned with the question of justice raised by the nonidentity of
these functions. Involuntary unemployment brings in a limitation to individuals’
earning possibilities, which can be treated along with all possible causes of such
limitations. We now distinguish two production functions for each individual. The
technical production function gives the income the individual can earn as a function
of each labour actually performed. The real production function gives the income
the individual can obtain from her labour for each labour she proposes. If, for each
labour she proposes, she can actually work, then these two production functions
coincide. However, it may be that, for some proposed labour, employers can use
or want to use only part of it. Then, only this part is actual work, and the income
earned for this proposed labour is the income earned for this accepted, taken,
and actual labour. These two production functions then differ (if the earnings of
the accepted and actual labour fall short of the earnings for the proposed labour
if this proposed labour were fully accepted). If the accepted labour vanishes (its
duration is zero), there is full involuntary unemployment for this person. If some
labour is accepted, although this falls short of the proposed labour, then there is
partial involuntary unemployment for this person. In the case of full involuntary
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unemployment, the real production function is identically zero. As a consequence,

an individual who cannot sell her services for an income will be equally treated

whatever the reason for this, whether no one values her services or whether no
one can make use of them because of quantitative constraints.
A few remarks should be added:

1. The limitations of partial involuntary unemployment can bear not only on
labour duration, but also on other characteristics of labour. For instance, the
individual may not find a job corresponding to her level of education or using
other skills of hers as much as she wants. That is, the situations of underquali-
fication of labour are particular cases of partial involuntary unemployment.

2. Moreover, the various types of unemployment can occur for independent
workers who sell their products on the market, through constraints on the
quantity or quality of the products they can sell.

3. Involuntary unemployment has been defined with respect to potential supply
of labour. It can also be considered only for the specific labour the individual
would have chosen if solely faced with her technical production function.?
Finally, an individual’s output and income a priori depends not only on this

individual’s labour, but also on others’. However, for macrojustice in a sufficiently

large society with independent individual decisions and full process-freedom, this
externality can be discarded for the same reason as with the classical competitive
model (each individual takes the rest of the economy as given).

2. FORMALIZATION

We consider # individuals indexed by i.

If x denotes a generic variable, x; denotes a specification of it corresponding to
individual 7. Then, if x is a quantity, x = (1/n) X x; denotes the average of the x;.

An individual’s labour can be described as a set of different relevant charac-
teristics such that there may be more or less of each, and each can be represented
by a real number larger when there is more of it. The relevance of a characteristic
means, here, that it has an effect on the individual’s output. These characteristics
are defined in such a way that more of one augments output or leaves it unchanged.
These characteristics are called productive characteristics, and the numbers are their
levels. Duration, speed, or years of schooling can be such numbers. Intensity of
attention can be described by a number of psychometric measures, but it can also
be described by proxies depending on the particular job, such as, for example, the
proportion of nonfaulty outputs. If we need to consider different types of training
or education, each is described by a different characteristic. Each relevant aspect
of labour can similarly be considered. These characteristics are a priori ordinal
concepts, but they can often be represented by meaningful specific numbers.

2 Note that if, for an individual, this specific labour supply is zero while any labour supply would not be
employed at any rate, her unemployment can be said to be both voluntary and involuntary.
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Index j denotes a characteristic, and £/ denotes the corresponding real num-
ber, its level, for an individual. An individual’s labour can thus be described by
the vector £ = {£/}. By convention, the absence of labour is denoted as £ = 0
(labour duration, which is one of the characteristics, has level zero, and the other
characteristics are in fact undefined). The highest possible level of £/ is denoted
as?),and € = {/E\ } denotes their vector.

Leisure corresponding to labour £ is A = —¢. According to the nature of
characteristic j, A/ =07 — ¢ can be leisure time, more leisurely work, lower
training or education, and so on.

The constraint on labour that can create involuntary unemployment is denoted
asf < 7 (thatis, £/ < 7 for all characteristics 7) if £ denotes actual labour, or, if
¢ denotes the labour proposed by the individual, by the fact that if ¢/ > 7, then
the extra level of characteristic j, £/ — ¢4, cannot contribute to the production
of extra output or income. This involuntary unemployment is full, rather than
partial, if 7=0. '

Individual i’s labour will be ¢; = {ZZJ }.. The set of these labours for all indi-
viduals is described by the matrix L = {¢;}. The considered highest level of each
characteristic will be taken to be the same for all individuals and not lower than
the actually highest level for any of them. Hence, )»] =70 — EJ > 0. The exact
value of the ¢/ will not matter.

A production function gives the income an individual can earn in working £.
A technical production function results from the individual’s given productive
capacities (and the market value of the labour services or output). The differences
between these functions for the different individuals constitute our main concern.
Real production functions add concern for involuntary unemployment. We have
noted that the individual’s output can be measured in earned income because of
the assumption and moral endorsement of process-freedom. Let p; denote this
income.

A priori, individual 7’s production function writes p;(L), meaning that indi-
vidual 7’s earned income a priori depends not only on her labour ¢;, but also
on others’ actual labours. For both individual i’s technical and real production
functions, the £;/, for i’ # i in L are the actual labours (and not the proposed
labours when there is involuntary unemployment). We have p;(L) = 0if ¢; = 0.

However, the most relevant case, for our purpose, is that where, in the relevant
domain, p;(L) depends only on ¢; and not on £; for i’ # i, for all i. This will
indeed be the relevant case for a relatively large society where each individual’s
labour and production are small compared with all labour and production, and
the ¢; are chosen individually. This independence of the individual production
functions is in particular the case if the economy is perfectly competitive. At any
rate, this will suffice for the purpose of considering global distributive justice in
macrojustice in a relatively large society. Then the production functions write

pi(€;).
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3. LABOUR AS DURATION

In some cases, the only characteristic of labour that the individuals can choose is
its duration. In others, the consideration that this is the case constitutes a sufficient
approximation. In still other cases, it is possible to reduce reality to such a case in
considering a (fictive) labour duration adjusted for taking account of the effects
on output of the other characteristics the individuals can choose. For instance, one
hour (week, month) of labour with a given speed, intensity, or previous training,
formation, or education would be equivalent, for production, to another duration
with reference levels of these variables. Or, possibly, assuming such a structure
would constitute a sufficient approximation.

For a given labour ¢; = {Ei] }j, where j denotes the characteristics, denote as
j = 1 the characteristic of duration, and write 6; = ¢} and ¢} = {¢{},_,,. The fol-
lowing properties are assumed to hold either exactly, or as a satisfactory approxi-
mation for the purpose at hand, which is the determination of global distributive
justice in macrojustice.

Assume the considered labour is in steady state. That is, in each (small) unit
of the duration 6;, the production process (including the value of its output)
is identical. Then it follows that the output of labour ¢; is proportional to the
duration 0; and, hence, the technical production function can be written as

pi(€;) = 0;-fi (£)).

Note that duration ; can be taken as being as short as one wants and that nonsteady
labour can be described as a succession of periods of steady labour. Function f;(¢€})
is individual i’s output per unit of time. This will be assumed to hold for each
individual.

Assume, moreover, that the personal, specific productivity of each individual
influences output in a way called “product augmenting” in the theory of produc-
tivity, that is, in multiplying the output. Formally, this writes f;(¢;) = a;-f(£})
and p;(¢;) = a;-0;-f (£};) where a; is a constant depending on individual 7, and the
function f does not depend on the individual. This means that the rates of trans-
formation between the various input parameters (¢]) for j # 1 do not depend
on the specific individual i for given £;; that is, they are technical “objective” data.

In particular, one can have, for some characteristics j, f(£;) = (pj(ﬁf Yy,
where ¥/ can depend on the ¢/' for j’ # 1 and j' # j, but not for j = 1 and
j' = j. Then, characteristic j influences output as if it influenced the speed of
labour. In particular, such a j can precisely be labour speed, or the fraction of time
of actual labour, and if £ 1] is their measure, ¢/ (E{ ) =¥ IJ . Intensity of labour, for
instance attention, also often intervenes through a specific multiplicative factor
@/ (¢£]). This function ¢/ can a priori have any form, but it again is the unit function
@’ (¢]) = ¢! if one takes for £/, as a proxy for attention, the fraction of nondefault
outputs (and defaulted items are discarded). It may then be that all the other
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characteristics ¢/ concern training, formation, and education, which, therefore,
necessarily also intervene globally through a specific “objective” multiplicative
factor. We can thus have

pi(€i) = a;-0;-s;-ti-g(aj)-h(e;),

where s; is speed, 7; the fraction of time of actual labour in formal working time
(s; and 7; can be conflated into a single variable o; = s,7;), «; intensity of labour
or attention (with g(«;) = «; if ; is the fraction of nonfaulty outputs taken as a
proxy for attention), and e; is a set of parameters describing training, formation,
or education (the most summary description could be the number of years of
schooling).

Another natural way of introducing training, formation, or education in the
considered structure consists of adding the corresponding time to the duration
of labour stricto sensu. That is, these learning activities constitute indirect labour
whose duration is added to that of direct labour. If a given formation is used in
the labour of various periods considered (hence, each is short of lifetime labour),
assigning this time in proportion to labour duration may be an acceptable ap-
proximation. Appropriate discounting may also take care of time preference, ob-
solescence of knowledge or, on the contrary, its valorization through experience.
These additions assume that other factors of productivity intervene similarly in
education or training and in “direct” labour. If it clearly is not the case, this may
be taken care of by an appropriate weighting (for someone who is better or more
active at working than at learning, or the converse).

In the end, we obtain individual production functions of the form

pi(€;) = a;-0;-f(£)).

Then, one can define the adjusted labour duration for individual i as 6] = 0;-f (¢}).
This is the duration of labour adjusted for the effects of the other characteristics
chosen by individuals. One then has p;(¢;) = a;0;. Then, coefficient 4; amounts
to a wage rate of individual i corresponding to the adjusted labour duration.
Formally, this case reduces to the unidimensional linear case

pi(li) = wik;

where ¢; is a unidimensional measure of labour expressed in units of equivalent
time, and w; is the corresponding given unit productivity or competitive wage
rate.

This unidimensional linear case is, formally, a particular case of the more
general unidimensional individual production function p;(¢;), where ¢; is unidi-
mensional and the function p; need not be linear. The labour variable £; may, in
particular, be labour duration (6;), or an adjusted labour duration as just defined
(0] = 6;-f(£;)). However, the use of adjusted labour duration for nonlinear p;
cannot be justified as straightforwardly and generally as with the linear form.
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Very largely, when characteristics of labour other than duration are chosen,
unidimensionality and linearity are justified jointly. However, it will be useful to
consider anonlinear real production function in order to study the ELIE treatment
of involuntary unemployment, because the relevant real production function will
be a truncation of the technical one at the maximum income obtainable by the
partially or totally involuntary unemployed individuals (see Chapter 13).

Following chapters consider the ELIE distribution with successive cases of the
individual production functions:

— A general function p;(¢;) with a priori multidimensional labour represented
by the vector of characteristics £;. (Chapter 12).

— The unidimensional case where ¢; has only one dimension, which generally is
duration or equivalent adjusted duration. We will in fact generally use for ¢;
the fraction of working time in total time. This total time can be total adjusted
time 0’ = @\-f(?’) where 8 is total time and ¢ = {/E\j}j#. Then, 0 < ¢; < 1,
and X; = 1 — ¢; is leisure similarly measured. (Chapter 12).

— The linear unidimensional case p;(¢;) = w;{;, which is formally particular
but has in fact a large relevance (notably with adjusted duration). (Chapter 9).
Number £; will then be taken as the worked fraction of total time, for con-
vienience in presentation. Total time then is taken as unit for measuring wage
rates. Ifitis in fact adjusted total time =0 f (7), then individual i’s wage rate
w;isw; = aié\’. Then, indeed, p;(¢;) = a;0] = ai@-(eg/@) = w;{; with {; =
0//6.

— The explicit consideration of involuntary unemployment. (Chapter 13).

Chapter 10 considers the question of the information necessary for the imple-
mentation of ELIE schemes. The conclusion is that this information is globally
easier to obtain or to approximate than is the case with most general tax or subsidy
policies. Chapters 14, 15, and 16 then compare ELIE with the other distributive
policies, proposals, or philosophies.



Equal duration income equalization

1. PRESENTATION AND BASIS

1.1. Presentation

This chapter derives the structure of global (overall) distributive justice in macro-
justice implied by endogenous social choice, equal labour income equalization
(ELIE), and shows its various properties and meanings, in the standard case
(linear production functions, Section 1.2). In Section 2, the ELIE structure is de-
rived from the duality of goods and measures (consumption-income and labour-
leisure), process-freedom, and the required equality. Then, the various aspects or
meanings of this result are pointed out, such as equal sharing of an equal share of
the income value of productive capacities, partial equal pay for equal work, from
each equally in labour (or according to her capacities) and to each equally, remu-
neration according to desert for one part and merit for the other part, general
balanced labour reciprocity, or partial proportional compensation of productiv-
ity differentials. Section 3 focuses on the logic of ELIE. It considers the limiting
cases of unemployment income of the less able, labour duty of the ablest, and
highest incomes and labours. Section 4 displays the geometry of ELIE. It shows
that freedom, and hence equal freedom, can be considered in two ways, directly as
process-freedom or in the space of the result, and it characterizes ELIE in these two
cases. The consequences of particular rights and rules, such as a workfare rule or a
right to idleness, are pointed out in Section 5. Section 6 gathers the various mean-
ings or meaningful properties of ELIE, and the meanings of the crucial coefficient
k. Finally, two appendices develop respectively the consequences of measuring
values in labour-leisure-life value (Appendix A), and the characterization of ELIE
as equal linear output-freedom (Appendix B).

1.2. Linear production functions

The simplest and most standard form of labour production, to which actual pro-
duction can be reduced often exactly and most often as a sufficient approximation,
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provides a clear, simple, and sufficient structure for discussing the logical and
moral reasons, requirements, meanings, and properties of ELIE distributions.
This is the topic of this chapter. Chapter 12 explicitly considers more complete
and complex structures, and Chapter 13 completes this presentation by focusing
on the explicit introduction of involuntary unemployment. The issue of informa-
tion is the topic of Chapter 10.

The common simple case of individuals’ production function is a linear func-
tion of labour duration, p;(¢;) = w;£{;, where ¢; isindividual i’s actual or adjusted
labour duration, and w; is her corresponding given unit productivity or compet-
itive wage rate. Labour duration ¢; may be actual duration or equivalent duration
adjusted for the levels of the other characteristics of labour as shown in Chapter 8.
It was shown that this structure with adjusted duration is common, at least as a
sufficient approximation, for periods of steady labour. And labour can practically
always be considered steady in periods taken as sufficiently short. When dura-
tion adjusted for the other characteristics of labour is considered, this adjustment
should be done for all the considered labours and durations: labour of each in-
dividual, maximal labour, leisure of all individuals, and the equalization labour.
Aspects or features of the activity of labour that are given to the individuals —
and which can a priori differ across them — are reckoned as given parameters of
individuals’ capacities, and hence as determinants of the w; (it may alternatively
be possible to integrate them in an adjusted duration).

Moreover, we choose maximal labour duration as unit of time and of labour.
Then, 0 < ¢; < 1.Individual i’sleisureis A; = 1 — £;, with 0 < A; < 1. Asa con-
sequence, w; is also individual 7’s maximal earnings, and the value of the rent of
her productive capacities measured in income units.

2. THE ASPECTS OF THE REASON FOR ELIE

2.1. The two goods and units

An individual is concerned, here, with two goods: her income y;, which buys
consumption, and her leisure X;, which also represents its complement, labour
¢=1— A

Income units are earned and spent in market exchanges. They are markets’
common measuring rod of production, goods, and consumption. Income units
are also transferable across individuals. By contrast, units of leisure are not directly
transferable across individuals. However, in a society where “man is the measure
of all things,” units of leisure, that is, of free time, of different individuals, have a
priori no reason to be considered differently on moral grounds. The fact that the
corresponding labours have different productivities is not relevant for this moral
consideration. Productivity solely is a matter of fact rather than of justice, that is,
rather than a prima faciemoral concern for a priori and intrinsic ethical judgments.
It refers to the mercantile side of society, not to its humanistic moral dimension.
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More productive individuals are more useful workers, but not a priori morally
worthier persons. Moreover, we have noticed, in Chapter 6, that individuals’
eudemonistic capacities are irrelevant — by their direct consideration — for the
issue of macrojustice and global distributive justice (from consensus), and hence
they cannot make a difference for the social ethical value of different individuals’
time of life and leisure. Just as “a dollar is a dollar” in markets, one man’s time of
life and notably free time is prima facie worth that of another for this basic moral
evaluation. This is a characteristic of a society of individuals equal in dignity and
equally worthy of consideration.!

There thus are two possible measures of values, measuring rods, or numéraires:
income units (say dollars); and leisure, labour, or lifetime units, which measure
leisure value, labour value, or lifetime value. Both have meaning. We will see that
their chosen relative importance coincides with the basic choice of the degree of
income equalization.

2.2. Process-freedom and the resulting allocation of resources

Full process-freedom implies that the individuals are free to use their labour ¢; (act-
freedom) for earning w;¢; (aim-freedom), given the basic allocation distributing
given resources. Full process-freedom also implies that the individuals have the
use-rights of their capacities or own the use of their productivity. However, they do
not a priori own the rent of their productive capacities and have the corresponding
rent-rights (see Chapters 3 and 6). The basic allocation of resources is, for global
distributive justice, the allocation of these rent-rights.

The general form of the lump-sum allocation of society’s resources is, for each
individual, a vector of the two goods, income 7, and leisure p;. Being granted
leisure p; practically means being demanded the complementary labour k; =
1 — w;, which amounts to being liable of the product of this labour, k;w;. The
rational necessity of identical treatment of identicals in the relevant characteristics
implies the identity of these vectors for all individuals: n; = n, u; = p, and k; =
k =1 — p for all i. From process-freedom, individual i freely deviates from this
allocation in choosing labour ¢; and disposable income y;, such that y; — n =
w;-(£; — k). Equivalently, she chooses to work ¢; for the earnings w;¢;, while
she receives n and pays w;k for the labour liability k, and her disposable income
is y; = w;il; + n — w;k. However, total consumption equals total production:
Yy; = Tw;l;. Hence, nn = kX w;, or n = kw (where w = (1/n)Ew; is average
wage and productivity). Individual i receiving basic leisure t = 1 — k means that
she yields labour k, that is, its output kw;. Hence, in income value, individual i

! Individuals trivially have the same duration of life per unit of time. They also all equally have one life.

This was used for showing how full self-ownership is a form of equality. This result will again turn out
as a consequence of considering only the time of life, leisure, or labour as the relevant unit of measure.
A fuller model is led to consider the issue of the differences in life durations (see Kolm 2002).

2 See Chapter 23 and Kolm 1971 [1998], Foreword, Section 5.
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yields the value kw; and receives the value kw. The global result is that she receives
the net transfer t; = k-(w — w;), a subsidy if ; > 0 and a tax of —¢; if t; < 0. Of
course, Xt; = 0.

2.3. Capacity rent sharing

This result directly constitutes a distribution of the rents of society’s capacities.
From each individual i is taken away the same fraction k of the rent of her own
productive capacities, as a transfer of the income value kw;, and the proceeds
are equally redistributed, each individual then receiving an equal share of the
total, (1/n)X(kw;) = kw. Moreover, each individual just keeps for herself the
remaining fraction 1 — k of the rent of her productive capacities (as she keeps for
herself all benefits from her other capacities — see Chapter 6).

Equivalently, each individual receives the same fraction k/n of each other’s
productive rent, since, in income values,

ti=k-(w—w;) = (k/n)[Zjzw; — (n—1w;].

2.4. Equal duration income equalization

This result amounts to each individual yielding her earnings during labour du-
ration k, w;k, for individual 7, and receiving an equal share of the total, kw, or
an equal share of each of these individuals’ earnings, kw;/n. This is equal labour
duration income equalization, the form of ELIE for labour measured by its dura-
tion. Labour or duration k is the equalization labour or duration. The amount kw;
is individual i’s equalization income, and kw is the average equalization income,
equal to the income earned for labour k at the average wage rate w.

2.5. The borderline cases

Coefficient or duration k has two limiting values, 0 and 1. For k = 0, #; = 0 for
all 7 and each individual receives all the rent of her productive capacities: this is
full self-ownership. For k = 1, t; = w — w; for all 7 and all the income rents of
productive capacities are equally shared.

2.6. The choice of the equalization measure

The question of the choice of unit of measure of value shows another meaningful
aspect of the solution. In Part I, we have obtained that the problem of global
distributive justice in macrojustice respecting social freedom and notably consti-
tutional basic rights and process-freedom consists of the allocation of the rent of
productive capacities. We also know that impartial rationality implies an equal
sharing of this rent between the individuals (individual preferences have been
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found irrelevant for macrojustice — Chapter 6). However, this rent has to be mea-
sured in order to define equal shares. Now, the rent of an asset is, by definition,
the value of its availability. Availability is possibility of using. Hence, the rent is
the value of full use. However, a person’s life can be used at labour or at leisure. If
person i only works, she produces income w;, which is, therefore, the rent of her
productive capacities measured in income. But if a person only rests, she enjoys
full-time leisure, a benefit of value 1 measured in leisure or lifetime value. Hence,
the labour or leisure value of a person’s productive capacities is 1.

This duality comes from the fact that productive capacities are relevant because
they determine productivities, and productivity is not a quantity but a function
relating two directly relevant quantities: labour and income. Productivity is both
output and income per labour, and leisure available when labour produces a given
income. Hence, a piece of productive capacities can be defined by the labour that
uses them or by the income they produce. The total available for individual i’s
productive capacities thus is 1 in labour value and w; in income value. These
measures are the rent values of the individual’s productive capacities.

Therefore, the total productive rent for the #n individuals of society is Xw; in
income value and 7 in labour, leisure, or lifetime value. Hence, equal sharing
allocates to each individual w if the measure is in income and 1 if the measure is
in leisure, labour, or lifetime.

The latter solution is realized by full self-ownership where each individual keeps
the rent of her own capacities. The income value of each individual’s productive
capacities is not relevant for this solution. Note that the leisure an individual
can enjoy is only her own. The former solution can be reached from full self-
ownership by taking the income value w; from each individual i and replacing it
by the average w. This is maximal income equalization. These two solutions differ
if the w; are not all the same, and they are in general very different.

Individuals are concerned with both income and leisure. Life requires both.
With full self-ownership, individual i’s share of productive rent is 1 in leisure
value and w; in income value. The income evaluations are unequal and harsh
for unproductive individuals. With maximal income equalization, individual i’s
share of productive rent is w in income value and w/w; in leisure value (the labour
time she needs for producing w). The leisure or labour evaluations are unequal
and harsh for productive individuals.

A compromise consists in measuring part of the rent in one value and the rest in
the other, and in equally sharing each. The fraction k of the total rent has the income
value kX w;. Its equal sharing attributes kw income units to each individual. The
remaining fraction has the leisure or labour value (1 — k)n. Its equal sharing
attributes 1 — k units of time to each individual. The latter allocation has the
income value (1 — k)w; for individual i. Hence, each individual i finally receives
theresourcev; = (1 — k)w; + kw = w; + k-(Ww — w;) = w; + t;inincome units
(and 1 — k 4+ kw/w; in units of time). From the reference of full self-ownership,
she receives the net transfer #; in income value. This amounts to equal labour
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income equalization. However, number k acquires a different meaning;: it is the
fraction of the social productive rent that is reckoned in income units, while the
rest is reckoned in units of leisure, labour, or time of life.

2.7. Equal partial self-ownership. Equal sharing of an equal share

The result can be seen under many meaningful angles.

The form t; = k-(W — w;) of the net transfers directly shows that they achieve
from or to each according to the excess or deficiency of her productivity to average,
where “according to” is given its usual meaning of “in proportion to,” with the
number k as common coefficient of proportionality.

The result constitutes equal partial self-ownership for time 1 — k, given that the
income value of the rest is equally shared.

In income value, the result constitutes an equal sharing of an equal share of
each individual’s rent of her productive capacities. The fraction k is this equally
shared equal share. Each individual keeps the same fraction 1 — k of the rent of
her productive capacities for herself. The equal sharing is in transferable income
value. In the end, each individual receives the net transfer t; = k-(Ww — w;) and
owns v; = (1 — k)w; + kw = w; + t; in income value.

2.8. Equal pay for equal work

Equal pay for equal work is a classical claim of fairness in remunerations. The
obtained result amounts to each individual i receiving, for the same work k,
the same pay kw rather than her product w;k. Equivalently, for labour k, each
individual i is paid the same average wage rate w rather than her unit productivity
w;. Individuals are otherwise free to work more at their own wage rate w; or less
at the cost of foregone earnings at this rate w;. The scheme erases the effects,
on incomes, of the differences in productive capacities, for labour k. Note that
traditional uses of the principle “equal pay for equal work” refer, rather, to various
discriminations that are usually banned by basic rights.

2.9. From each equally in labour, to each equally in money

The obtained scheme amounts to each individual yielding the income value of the
same labour k, that is kw; for individual 7, and receiving the same amount k.

2.10. From each according to her capacities, to each equally

The result is also equivalent to each individual yielding according to her capacities
and receiving the same resulting amount. “According to” is given here its usual
sense of “in proportion to.” The coefficient of proportionality is the number k,
and individual i yields kw; and receives kw, the same for all.
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2.11. Desert and merit

The semantic distinction between the concepts of desert and merit brings another
light on the meaning of ELIE schemes. The difference is that in allocation “accord-
ing to action” (or labour, or effort), the effect of the actor’s capacities is endorsed
with “merit” and is not with “desert.”® Merit entitles the individuals with the ef-
fects of their capacities and the corresponding benefits. This is not the case for what
an individual can deserve because of her action, labour, or effort. In these uses of
these terms, an individual merits the product of her labour or effort. Hence, indi-
viduals providing the same labour or effort, but with different capacities leading
to different outputs, receive these different outputs. By contrast, two individuals
providing the same labour or effort deserve the same reward for this action, irre-
spective of their actual output due to different capacities. These meanings indeed
correspond to usual expression. “Meritocracy” is the allocation of social power
according to capacities. “The career open to talent” is a concept of merit (this was
a main motive for the historical Declarations of rights). Aim-freedom in process-
freedom is a concept of merit. However, an ELIE distributive scheme amounts to
giving each individual the same reward kw for the same labour k, proportional
to this labour, for this equalization labour: this applies a concept of desert.

In fact, the whole scheme conflates process-freedom with this distribution.
Consider, then, an ELIE distribution with equalization labour duration k. Indi-
vidual i freely chooses to work for duration ¢;. With the realistic values of k,
generally ¢; > k. Then, individual i’s reward taking the ELIE transfers into ac-
count can be presented as follows. For labour k, individuals receive income wk,
proportional to k and the same for all, independent of their specific productivity
wi, and hence paid at the average wage rate w: this is remuneration according
to desert. However, for the rest of labour, £; — k, individual i receives income
w;-(£; — k), her actual product, depending on her specific productivity w;, and
hence different for individuals with different productivities: this is remuneration
according to merit.

Hence an ELIE distribution in social freedom also amounts to: to each as she
deserves for the equalization labour and as she merits for the rest.

2.12. Macrojustice as general balanced labour reciprocity

Reciprocity between two individuals is a relationship in which each yields some-
thing to the other, with a relation between both transferred items that attributes
to this relationship some aspect of balance, fairness, or equality. In the framework
presently considered, there are only two measuring rods for establishing a compar-
ison between such transfers: income and labour. Transfers equal in income value
would cancel out.* Hence, the equality has to be in labour value: each transfers to

3 See, notably, Vlastos (1962), Lucas (1993), and Pojman and McLeod (1999).
4 In a large society, the considered reciprocities will not be face-to-face reciprocities in which people can
transfer both ways materially identical things, because of the intrinsic value of the relationship, or of the
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each other the product of the same quantity of labour. This will be called balanced
labour reciprocity. On balance, there is an income transfer from the more produc-
tive individual to the other, proportional to the difference in their productivity in
earning, where the coefficient of proportionality is the amount of labour used for
producing the transfers.

The term reciprocity has been used in many senses, including that of the noted
related bilateral transfers showing some sort of balance. However, the most com-
mon and interesting use also refers to the conditions and motivations of the
transfers that have to be more or less voluntary. These modalities are not our cur-
rent concern, but one may hope that the aspect of justice of such labour-balanced
reciprocities may be a factor that can favor the acceptance and more or less the
voluntariness of these transfers.’

In general balanced labour reciprocity, each individual yields to each other the
product of the same labour. Thus, there is also pairwise reciprocity between each
pair of individuals, with the same labour values mutually transferred. Globally,
each individual yields to society and receives from it the same labour value. Note
that an amount of labour of an individual also measures a fraction of the rent of
her productive capacities.

Hence, one can call general balanced labour reciprocity the redistribution where
each individual yields to each other the product of the same labour, or the distribu-
tion where each individual owns the same share of each other’s productive rent, or,
equivalently, owes the product of the same labour to each other.

In this case, if « is this labour (or rent share), individual i receives the net
transfer

ti=a[Xjizw;i—(n—1Dw;i] =a-(Zw; — nw;) = k-(W—w,)

where k = no. Hence, a general balanced labour reciprocity of labour o creates
an ELIE distribution with equalization labour k = na. Conversely, an ELIE dis-
tribution with equalization labour k can result from a general balanced labour
reciprocity of labour o = k/n.

Therefore, considering the results only, ELIE and general labour reciprocity
amount to the same.

This shows that process-free or efficient macrojustice is justice as reciprocity.

ELIE can thus also be described as:

— From each, to each other, the product of the same labour, or
— From each, to each other, according to her capacities, where “according to” means
“in proportion to” (the same proportion for all).

One consequence is that, in ELIE, each individual can be seen as yielding to the
rest of society and receiving from it the product of the same amount of labour.

symbolic value of the transfer, and in conceptually earmarking each transfer by the identities of the giver
and the receiver (consider, for instance, mutual transfers of wedding rings, or of drinks and meals).
> See Kolm 1984a, 2000a, 2000b, 2004b.
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2.13. Partial compensation of productivity differentials

An ELIE redistribution also amounts to a proportional partial bridging of the gaps
between the individuals’ resources w;. This property has two aspects.

First, in the set of equivalent pairwise reciprocities just described, the pair of
transfers between individuals i and j, with w; > w;, amounts to a single transfer
of (k/n)(w; — w;) from the more productive individual i to the less productive j:
this transfer is the fraction (k/n) of the gap between their productivities or productive
rents in income value.

The global result, however, is the conflation of all these transfers, for each
individual. Yet, an ELIE redistribution also amounts to a similar property at this
level. The value of an individual i’s consumption and leisure can be called her
wealth or total (disposable) income.® In income (money) value, individual i’s
given wealth is w;, and the net transfer #; transforms it into v; = w; + t;. For two
individuals i and j with w; > w;, we have t; — t; = k-(w; — w;) and

vi—vi=wi—w;—(tj—t) = (1=k)(w; —w;).

Hence, ELIE diminishes the wealth gaps all in the same proportion 1 — k. This can
go from nothing in full self-ownership (k = 0) to complete equalization with
maximal income equalization (k = 1).

These properties characterize ELIE schemes, that is, they are necessary and
sufficient. This is obvious for the pairwise transfers of a-(w; — w ;) between all
pairs of individuals i and j with w; > w;, since this amounts to the reciprocal
transfers of aw; and aw; both ways, and we have seen that this set of transfers
amounts to ELIE with equalization labour duration k = na.

With respect to the global result, assume the individuals receive net transfers, T;
for individual i, whose overall effect is to diminish all pairwise gaps in individuals’
wealth in the same proportion: (w; + T;) — (w; + T;) = B-(w; — w;) forall i, j
with0 < 8 < 1.Then, T; — T; = (B — 1)(w; — w;) for all i, j. This implies that
there is some number ¢ independent of i such that T; = (8 — 1)w; + ¢ for all
i. If the set of these transfers balances, X T; = 0, and hence nc = (1 — B) X w;
or c=(1—p8)w,and T, = (1 — B)(w — w;) for all i, that is, denoting k =
1-8, T =k(w—w;) =t, forall i.

2.14. Concentrating the distribution

An ELIE transforms the “natural” allocation of the rents of productive capacities
where each individual i receives w; into the allocation where each individual i
receives her total income or value

vi=w;+t=0—-kw; +kw

6 This wealth is for the considered period (the stock-flow distinction is not relevant here).
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with 0 < k < 1. Each v, is a weighted average between w; and the average w of the
w;, with the same weight. We have v; = w; ifk = 0and v; = wif k = 1. Formally,
this constitutes a uniform linear concentration of the distribution of the w;, or, for
short, a concentration of this distribution, with degree k (see Kolm 1966b).

Other properties and characteristic properties of ELIE are considered in forth-
coming sections.

3. THE LOGIC OF ELIE

3.1. The framework

With ELIE, each individual i receives the net transfer t; = k-(w — w;), a subsidy
ift; >0andataxof —f;if ; < 0. If k > 0, ; 2 0 as w; < w. Individual 7 is thus
endowed with the total income

vi=w;+t=01—kw;+ kw.

Then, she freely chooses her actual labour ¢; with 0 < ¢; < 1, she freely earns
the corresponding earnings w;¢;, and she ends up with the disposable income,
used for consumption,

yi=wili +t = w;-({; — k) + wk.

This shows the substitution of Wk for w;k.
Individual i’s leisure is A; = 1 — ¢;. Its income value is w;;, and we naturally
have

yvi+wihi=AQ—-kw, +kw=w,+ =v,.

The whole problem can be given a particularly enlightening geometrical pre-
sentation shown in the next section.” However, let us first note the particular
properties that will appear with this figure. They concern the equalization labour
(k) and average income (kw), and the limiting cases of income and labour, notably
unemployment compensations and labour duty.

3.2. Equalization labour and income

Ifindividual i chooses towork £; = k, she receives the disposableincome y; = kw,
the same for all individuals. This manifests “equal pay for equal work.” We have
y; > kwif¢; > kand y; < kwif¢; < k.

We have noted that present-day national redistributions have a volume similar
to that of an ELIE with an equalization labour duration of one to two days a
week. Most people work much more than that, notably if we except total or par-
tial involuntary unemployment (which will be the topic of Chapter 13 and is not

7 See Kolm 1996b.
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presently considered), and complementary incomes in households. At any rate,
we have seen and will point out again that ELIE is the globally just distribution
only if £; > k for most individuals working full-time and as much as they want.
Hence, generally £; > k and, therefore, y; > kw. In fact, the average equalization
income kw appears as a de facto minimum income for macrojustice. In particu-
lar, people with higher w; earn much more in working more than k. People with
lower w; also generally choose to work more, and hence earn more. However,
the lower w;, the lower the gain from extra work and the loss from lower work.
Yet, if individual i chooses to work £; < k, then the lower w;, the lower the in-
come loss from kw, w;-(k — £;). If individual i with w; < W chooses not to work,
£; = 0, she nevertheless receives disposable income #; = k-(w — w;) > 0. At any
rate, y; > k-(W — w;) > 0 for w; < w. Individuals who can earn nothing in the
labour market, hence with w; = 0, have an income equal to the average equaliza-
tion income kw. In the other cases, the minimum income k-(w — w;) is the higher
and the closer to kw, the lower w;. Individuals with w; = 0, who have the dispos-
able income kW, constitute a particular case of involuntary unemployment that is
also, in a sense, voluntary, since labour with a productivity and wage rate of zero is
neither demanded for production nor supplied for an income. However, we will
see in Chapter 13 that, in the ELIE treatment of involuntary unemployment, all
totally or partially involuntarily unemployed individuals have a disposable income
of at least kw. In the end, the average equalization income kw appears roughly
and de facto as a minimum income. Exception can doubtlessly be discarded for
concerns about macrojustice. More precisely, however, the lower w;, the closer y;
is to kw for each level of labour ¢;. And y; can be notably lower than kw only
for productive individuals (high w;) who choose to work less than k. Then, more
specifically, kw is a minimum income in the measure in which the individuals are
not responsible for their low income (in being able to earn much but choosing to
work little).

This average equalization income kw is the earning of the average wage during
the equalization duration. When there is a standard duration of labour 6, one can
write kw = (k/6)-w0. Then, w8 is average income. Hence, this de facto minimum
income is the fraction of average income equal to the fraction of the equalization
duration in the standard labour duration. (The examples presented in Chapter 7
correspond to such a ratio of 1/3.)

3.3. Extremal values: Less able’s unemployment income, ablest’s
labour duty, and average maximal income

3.3.1. Limiting situations

The lowest and highest levels of income and leisure individuals can obtain with an
ELIE distribution are particularly interesting for actual social reasons or for what
they reveal about the logic of this distribution. They correspond to income in case
of unemployment, minimal labour necessary for paying, and maximal obtainable
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income — compared, notably, with average maximal income. The result is that
people less productive than average obtain an income when they do not work
(for k > 0), but cannot obtain average maximal income (for k < 1). And people
more productive than average have to provide some minimal labour for paying
(for k > 0), but can obtain the average maximal income (and more if k < 1). The
unemployment compensation of the less able and the labour duty of the ablest
merely result from the fact that the transfer received by the former (#; > 0) and
yielded by the latter (#; < 0) do not depend on their labours or earnings — this
practically is a necessary and sufficient condition for full process-freedom and for
Pareto efficiency. The unemployment compensation, t; = k-(w — w;) forw; < w,
increases when w; decreases and k increases. It is the highest for individuals who
can earn no income, and it is then the average equalization income kw. The
minimal necessary labour, noted below, increases with w; and k. It is the highest
for the most productive individuals, and it tends to the equalization labour k for
individuals much more productive than average.

These advantages of the less productive and duties of the more productive are
aspects of the compensations for “natural” handicaps and advantages in earning
capacities realized by ELIE. They may face objections concerning “workfare ethics”
for unemployment income and a “right to idleness” concerning minimal necessary
labour (see the discussions in Chapter 7). Note, however, that the unemployment
considered here does not impair Pareto efficiency. It is voluntary (for w; = 0, it
can be seen as both voluntary and involuntary in the senses previously noted).
Moreover, de facto, for the actually possible levels of k, practically all individuals
(or, rather, households) submitted to a minimal necessary labour will choose to
work much more. In fact, we noted that most productive people will work more
than the equalization duration k, and the minimal necessary labour is lower than
k. Moreover, this concerns productive people who can earn much with moderate
extra work — the more so the higher the minimal necessary labour is for them. And
minimal labour would correspond to zero income and consumption. Exceptions
can only be very rare and can certainly be left out of the concern of macrojustice.

3.3.2. The less able’s unemployment income

Precisely, if individual i chooses not to work, £; = 0 and y; = #;: she receives
an unemployment income y; = y = t; if t; > 0, that is, if w; > W when k > 0.
Then, y? is higher when w; is lower, from 0 for w; = w to kw for w; = 0. It
increases with k, from 0 for k = 0 to W — w; for k = 1.

3.3.3. The ablest’s labour duty

If individual i has no other source of income but labour (in addition to the
considered transfers), one should have y; > 0, or w;¢; + ; > 0, that is,

;> = —t;/w; = k-[1 — (w/w;)].
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This is guaranteed by ¢; > 0 if £/ < 0, that is, either k = 0 (full self-ownership)
orw; < w.Ifk > 0and w; > w, £/ > 0 constitutes a minimal necessary labour.
It is necessary for paying the tax —#;. It is the higher, the higher w;/w, from 0
if w; = w to k when w; /W becomes very high. For given w;, it increases with &,
from 0 fork =0to 1 — w/w; for k = 1.

3.3.4. Highest incomes and labours

Individuals obtain their highest disposable income in working maximally (for
w; > 0), and this income then is total income: £; = 1 entails y; = w; + ; = v;.
We have

vi—w=t+w;—w=(1-—k)(w; —w).

Hence, v; = w if w; = w (then, t; = 0) or k = 1. If k < 1, v; Z w according as
w; 2 w, and v; increases with w; from the average equalization income kW when
w; =0 to (1 — k)w; if w;/w becomes very high. Individual i’s highest or total
income v; is a decreasing or increasing function of k according as w; = w, from
yi=w;fork=0tov; = wfork=1.

3.4. Limiting cases

With full self-ownership, k = 0, vi = wj,and t; = y{ = €] = 0 for all i.

With maximal income equalization, k =1; v; =w for all i; t; =w — w;;
y{ = w — w; for w; < wjand, for w; > w, £ = 1 — w/w;, which corresponds
to the leisure AY = 1 — £¢ = w/w; equal to the labour with which the individual
i can earn the average income w. We have y{ = w when w; = 0, and £¢ becomes
high when w; is high (the situation of Dworkin’s “slavery of the talented”).

4, THE GEOMETRY OF ELIE

4.1. The figure

The geometry of the question is particularly enlightening. Figure 9-1 shows it.?
The two axes bear quantities of the two goods. Leisure A is measured on the
horizontal axis from point 0. Hence, labour £ = 1 — A is measured on this axis
from point L such that 0L = 1 and toward the left. Income (and consumption)
y are measured on the vertical axis. The domain of possible bundles is defined by
0<Ai<lor0<{¢<l,andy > 0.

The budget line of individual i has equation

yi =wili + 1t = w;i-((; — k) + wk

8 See Kolm 1996a.



4. The geometry of ELIE 157

72

N

4!

w1 K

o T DTN |
[— ~ I

2 . P S

/
/
il ity

A )

Figure 9-1. The geometry of ELIE.
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Its slope is —w;.

It intersects the vertical line £ = 0 at y; = t;, which'is y; = y? > 0if ; > 0
(hence, when w; > wif k > 0).

It intersects the axis of incomes at income y; = v; = w; + t;.

It intersects the axis of leisure and labour at labour £¢ = k-[1 — (w/w;)] if
wi > w.

It passes through point k of coordinates ¢; = k (hence, A; =1 — k) and
¥i = kw. These coordinates do not depend on individual i. Therefore, all budget
lines pass through point k. Hence, individual i’s budget line is the line passing
through point k with slope —w;.

An individual with a lower productivity and slope in absolute value w; is
compensated by a larger transfer and ordinate of the intersect with the line ¢ =
0, #;, in such a way that her budget line continues to pass through point k.
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When k varies from 0 to 1, point k varies on the line (¢ = k, y = kw), from
point L with £ = y = 0 for k = 0 representing full self-ownership, to point M
with £ = 1and y = W for k = 1 representing maximal income equalization. This
line has slope —w.

4.2. The moral geometry of freedoms and equalities

“Justice is equality,” as Aristotle puts it and as is confirmed by the analysis of
impartial rationality.” The equalizands can be varied, however. They often are
freedoms of some sort (“Men are free and equal in rights”). This freedom can be
the free use of some items, themselves equal or not. When they are not, the reason
can again be a kind of equality, such as equal endorsement of an unequal “natural”
allocation. Moreover, freedom a priori refers to action in circumstances, but it has
consequences and can also be represented by a domain of possible choice in the
space of consequences. The choice of the place where the liberty is considered
matters for interpersonal comparisons. In the question considered here, the basis
is social freedom. In the form of full process-freedom, it entails equal complete
process-freedom for all individuals. This implies specific equalities concerning
capacities. Full process-freedom first amounts to equal rights to use one’s capac-
ities and benefit from the use. However, it also implies the (equal) endorsement
of the “natural” allocation of the corresponding benefits of productivities which
are generally unequal. The consequence of an individual’s choice is an alloca-
tion of income or consumption on the one hand, and leisure (or labour) on the
other hand. The domain of an individual’s possible choice of this pair of items
can be said to describe her “outcome-freedom.” These are the “budget sets” in
the foregoing description (see Figure 9-1). These domains cannot coincide for
individuals with different productivities (the slopes of the budget lines are —w;).
Identity of these domains and full process-freedom (or Pareto efficiency) are ex-
clusive of each other when productivities differ. However, the equal sharing of the
rent values of productive capacities, in the two-dimensional space of outcomes
or with the relevant measures (Sections 2.2 and 2.6), leads all individual budget
lines to pass through the same point K. This is the geometric manifestation of this
equality. This can be seen as all individuals being a priori endowed with the vector
of income k and leisure 1 — k, which corresponds to point K, and being free to
work more or less than labour k in benefiting from the extra earnings or incurring
the loss of foregone income. Indeed, the budget condition y; = £;w; + f; can be
written as

yi —k=w;-(¢; — k).

This freedom from an equal allocation is similar to the classical principle for
allocating a bundle of goods of “free exchange from equal sharing.” A notable

9 See Chapter 23 and Kolm 1971 [1998], Foreword, Section 5.
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point, however, is that, in the case of the present scheme, the “terms of trade”
or “rates of transformation” facing the individuals are generally different from
one to the other since they are the individual productivities w;. This is due to
process-freedom which allocates, to each individual, the use of her capacities and
the corresponding benefits.

Domains of free choice in the space of outcomes — the budget sets — coincide
with ELIE if and only if the productivities w; are equal (the slope of the budget
lines are —w;). However, they are related by inclusion in the two limiting cases,
full self-ownership with k = 0, and maximal income equalization with k = 1,
where point K becomes point L and point M, respectively. In each case, indeed,
for any two domains, one always is a subset of the other (or they coincide in cases
of equal w;). Then, one can compare individuals’ outcome-freedoms represented
by domains of possible choices in the space of outcomes (income and leisure).
Indeed, when an individual’s domain strictly includes that of another, the former
can have more income and consumption than the latter for any leisure and labour
(except for ¢; = 0 for k = 0, where all y; = 0, and for ¢; = 1 for k = 1, where all
y; = w), and more leisure for any income and consumption (except for y; =0
for k = 0, where all 1; = 1, and for y; = w for k = 1, where all ; = 0). She can
thus be said to be “outcome-freer” than the latter who then is “outcome less free”
than her. However, the effect of productivity on this ranking is reversed in these
two cases: a higher w; makes the possibility set expand when k = 0 and shrink
when k = 1, and hence an individual with a higher productivity than another
is outcome-freer than her with full self-ownership (k = 0), and outcome less
free than her with maximal income equalization (k = 1). These inequalities in
outcome-freedom can be objected to. This will be manifested by the choice of an
equalization labour k that is neither 0 nor 1, hence 0 < k < 1.

Moreover, apart from comparisons among individuals, the absolute situation
of the individuals in the domain of outcomes matters. With full self-ownership
(k = 0), individuals with low productivity w; can have only low income and
consumption, even if they work much. With maximal income equalization (k =
1), individuals with high productivity w; have to work much to pay their taxes,
even if they accept to consume only little. These situations can respectively be
starvation and possible exhaustion of the less able, and exhaustion and possible
starvation of the ablest — this “ability” being according to the labour market’s
judgment. Avoiding these situations is among the reasons for the choice of coeffi-
cient k.

With 0 < k < 1, individuals’ outcome-freedoms cannot be compared by in-
clusion of the possibility sets in the space of outcomes. An individual more pro-
ductive than another can choose more disposable income and consumption for
each labour ¢ > kand less for each £ < k, and more leisure for each consumption
y > kw and less for each y < kw. She is freer for £ > k and y > kw, and less
free for £ < k and y < kw. Indeed, in these two domains of the space of out-
comes, the individuals’ possibility sets are ranked by inclusion. The comparison
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of these outcome-freedoms among individuals can be one aspect of the choice of
the equalization labour k.

4.3. Equal linear output freedom

Finally, one can a priori order the freedom offered by domains of choice by
“more,” “less,” or “as much,” often by the ordinal freedom index of a freedom
function, depending on this domain or its characteristics. This function increases
in particular when the domain relevantly expands in gaining new possibilities and
losing none, but it permits, in addition, the comparison of the freedom offered
by intersecting domains of free choice. In particular, equal freedom, at various
levels, is so defined. For the present problem, the parameters can be the transfer ¢,
intercept of the budget line with zero labour £ = 0, and the slope w. The freedom
function increases with both of them. For each level of freedom, the freedom
function implies a ¢ as function of w. For all the individuals i with given w;,
equal freedom and the condition Xt = 0 determine a level of freedom. Then,
one can show (see Appendix B) that ELIE is the case of equal freedom when the
freedom function can be taken as linear in the two variables. This means that,
with a lower w, freedom can be maintained by a proportionately higher transfer
t (possibly a lower tax). The coefficient of proportionality, independent of levels
and individuals, is the equalization labour k. The property of ELIE as equal linear
outcome-freedom is remarkable. However, the justification of ELIE comes, rather,
from social freedom plus the appropriate equal sharing of the value of given
capacities.

5. PARTICULAR RIGHTS AND RULES

Asany actual and balanced set of transfers that guarantees process-freedom or effi-
ciency, ELIE that is not full self-ownership attributes income to the unemployed,
including the voluntarily unemployed. Income for people who do not work is
sometimes praised in the name of real freedom, and sometimes condemned from
a judgment of “workfare.” In the same conditions, individuals more productive
than average have, on the contrary, to provide some contribution which requires
some work. They are the people who can the most easily earn a given amount
thanks to their given endowment of high productive capacities. However, this
ingrained duty is sometimes objected to, although such a constraint will not nor-
mally be actually binding.

A “workfare rule” banning unemployment income means y; = 0 for all 7. It
implies k = 0 if the w; are not all equal.

A “right to idleness” means £¢ < 0 for all 7. It implies k = 0 if the w; are not
all equal.

Moreover, a general “right to average maximal income” implies v; > w for
all 7 since v; is the highest possible earnings individual i can choose and obtain.
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However, v; = w; + t;, and hence, X v; = nw. Thus, we must have v; = w for all
i, and therefore t; = w — w; for all i, which implies k = 1 if the w; are not all
equal.

Hence, with ELIE!?, if the w; are not all equal, the workfare rule, the right
to idleness, and full self-ownership imply one another, and the right to average
maximal income holds if and only if there is maximal income equalization. We
have noticed, however, that the likely values of k will be far from the latter case
and will imply only limited necessary labour from the ablest.

6. THE MEANINGS OF ELIE AND OF ITS DEGREE

6.1. Maxims of ELIE

As a conclusion, let us gather and summarize the various social-ethical and log-
ical meanings of the ELIE distribution and of its coefficient k, which have been
met. ELIE and coefficient k can be seen in a number of ways, showing different
characteristic (necessary and sufficient) properties which have different and no-
table ethical and logical meanings. These properties are logically equivalent and
each can be taken as defining ELIE. However, only one property constitutes the
basic justification and is self-sufficient for this purpose, because social ethics is a
basically deductive construct or endeavour. This consists of the reasoning that led
to the ELIE structure from social freedom (notably justified by the properly con-
ceived consensus) and the rationality of equality, implying full process-freedom
and the proper equal sharing of the rent of productive capacities in macrojustice.
Yet, the other properties show other important meanings worthy of consideration.

Application of the general principle of social freedom, for instance of the con-
stitutional basic rights, or of Pareto efficiency, to global distributive justice in
macrojustice, shows that the solution is full process-freedom with the distribu-
tion of the rent-rights of productive capacities. This distribution provides indi-
viduals with a basic allocation, which can a priori only consist of quantities of
the two goods present here, income (or consumption) and leisure — allocated in
demanding the product of the corresponding labour. Equality of these bundles
give process-free budget lines passing through the same point K with labour k
in Figure 9-1, and the income dimension of K has to be kw from the balance of
products or transfers.

We have noticed that ELIE also consists of equally sharing all the rents of produc-
tive capacities in measuring the fraction k in income and the rest in labour, leisure,
or life time. It is also defined as equal sharing of an equal share of each person’s
income productive rent. Given that what is not self-owned is equally shared in
transferable income, ELIE is also defined as equal self-ownership in labour value
(a generally partial ownership) or, correspondingly, equal liability in labour.

10 And more generally with Pareto-efficiency or full process-freedom and the corresponding balanced
transfers.
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This ELIE thus satisfies principles applied for this equalization labour k: Equal
pay for equal work; From each equally in labour, to each equally in money; Same av-
erage wage for the same labour. It also satisfies: From each according to her capacities,
fo each equally (in money terms, and k becomes a coefficient of proportionality).
And ELIE is also: To each as she deserves for the same labour and as she merits for
the rest.

Considering now direct interindividual transfers, we have seen that ELIE is
general labour reciprocity defined as: From each equally in labour to each other; or,
in money, from each according to her capacities to each other. This also implies:
From each, to each less productive, according to their productivity differential.

We have also obtained that ELIE is equal proportional narrowing of all gaps in
total incomes from full self-ownership.

Finally, we have seen that ELIE also amounts to an equal proportional narrowing
of the distance of each individual’s total income to the average (a concentration).'!

These latter properties just result from the fact that ELIE soothes productivity
differential with some proportional compensation in transfer, and is financially
balanced.

6.2. Meanings of coefficient k

These properties of an ELIE distribution scheme and possible reasons for it all
imply corresponding properties and meanings of coefficient k. This number mea-
sures the equalization labour, in duration possibly adjusted for other characteris-
tics of labour (see Chapter 8), as a fraction of maximal labour similarly defined.
The ELIE distribution amounts to equally sharing individuals’ possible product
of this labour. We have 0 < k < 1, and k = 0 corresponds to full self-ownership.
Coefficient k thus is a degree of equalization and equal distribution of the possi-
ble product. It represents a degree of patrimonial communitarianism or resource

' ELIE can also be characterized by a set of three structural properties. Call t = {t;} and w = {w;} the
vectors of the # and w;, respectively. Transfers ¢ are a function of w: t(w). If 7 denotes a permutation
of the i and x = {x;} a set of n x;, denote 7w x = {x,(;)}. The three properties characteristic of ELIE are,
then:

(1) Linearity, which is equivalent to the two properties: for all w and w’, t(w + w') = t(w) + t(w’),
and t(uw) = wu-t(w), where u is any positive scalar.

(2) Permutability: t(mw) = m-t(w).

The third property can be any of the three following:

3) T =0.

(3) Ifall w; are equal, #(w) = 0.

(3”) If all w; are added the same number, t(w) does not change.

Indeed, properties (1) and (2) imply that, for all i, ; = aw; + bw with two constants a and b, and
any of the third properties then imply b = —a and hence the ELIE form.

These results imply in particular the two following properties. If all w; are added the same number,
the transfers #; do not vary. If all w; are multiplied by the same scalar, so are the #; and the v; = w; + t;,
and t; = t;/w; and v;/w; = 1 + t; do not change (this can in particular result from a change in units).

Other axioms characterizing the final allocation that would be chosen by the individuals after an ELIE
distribution have been proposed by Frangois Maniquet (1998a, 1998b) in an approach that differs from
the present one and its earlier presentations (see Chapter 24) by its not considering social freedom.
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commonalism, where community leads to equal sharing. It is also a degree of sol-
idarity for facing the given inequalities in individuals’ earning capacities (hence,
in productive capacities and in the market demand for them). Number 1 — k, a
degree of self-ownership, also represents a corresponding degree of individual-
ism of the society. Number k also measures the amount of labour equally paid,
or remunerated according to desert rather than to merit. It is also a degree of
general balanced labour reciprocity between the individuals; of the reduction of
the gaps of individuals’ total incomes from the situation of full self-ownership;
of compensation for the differences in given productivities; and of concentration
of individuals’ total incomes toward the mean. However, coefficients k and 1 — k
are also, perhaps more deeply, the degrees of relevance of income-consumption
value, and of labour-leisure value, respectively, in the measure and definition of
the equalizand for sharing the rent of individual productivities. The determina-
tion of coefficient k from endogenous social choice, hence of its level “desired” by
a society and the social and moral views of its members, is the topic of Part IV of
this study.

Finally, an individual can jointly belong to several redistributive communities,
with a priori different degrees of community of resources or redistribution k. For
instance, beyond the family (which is the usual social unit for income), there is
the nation whose taxes and policy usually perform most of the redistribution,
and there can be some lower regional or local level, a community of nations,
and even the whole world (for a de facto low possible k). Then, the taxes or
subsidies corresponding to these various levels add up (algebraically) for each
individual. For instance, ifindex j denotes such a community to which individual
i belongs, with k7, W/ and #/ being the corresponding coefficient, average wage
rate and subsidy or tax for individual i, with tij = k/-(w? — w;), individial i’s
overall subsidy or tax becomes f; = thij =Xkiw! — w;Tk/.

Appendix A. LABOUR-LEISURE-LIFE VALUE

An individual i’s leisure X; can be measured by the income it could produce if
used as labour, w;A;, and symmetrically this individual’s consumption or income
y; can be measured by the labour with which this individual can produce it, y;/w;.
Hence, individual i’s total income can be measured in income or money value, v; =
¥; + w;A;, or in labour-leisure-time value v;/w; = y;/w; + A;. Transfers of income
among individuals do not change the social total income ¥v; or the average v =
(1/n)Xv;. However, a transfer of income from a more productive individual to a less
productive one saves labour — discarding further adjustments — or saves labour-leisure
value: with w; > wj, transferring one dollar from individual i to individual j saves
(1/w;) — (1/w;) units of labour time. Equating labour units of different individuals
is standardly done in measures of social productivity. Moreover, labour is foregone
leisure and leisure is “free time” and is therefore a measure of freedom; this gives to this
measure of value a strong normative meaning (for instance, exploitation in Marx’s
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view is seen as a theft of freedom thanks to the labour theory of value).!? Hence,
the sum of individuals’ wealth or total income (leisure included) measured in labour,
leisure, or life time of the holder is a meaningful and interesting index of social wealth,
which is in fact properly considered a measure of social freedom. This is X (v;/w;) or
the average L = (1/n)X(v;i/wi).

Without transfers, hence with full self-ownership, v; = w; for all 7, and hence,
L = 1. With income transfers such that individual 7 receives #; (or yields —¢; if t; < 0),
v; = w; + t;, and, if t; = t;/w; denotes individual i’s net transfer in labour-leisure-
time value, L = (1/n)2(1 4 t;) = 1 4+ T where T = (1/n)X1; is the average of the
7;. The net gain is 7. With a set of balanced transfers, that is, with £, =0,7 > 0
means that transfers have, on average, been from more productive individuals to less
productive ones.

With an ELIE set of transfers, t; = k-(w — w;) for all 4, t; /w; = k-[(Ww/w;) — 1],
and

T=k[w-Q/n)Z(1/w;) —1].
Now, w such that (1/w) = (1/n)X(1/w;) is the harmonic mean of the w;. Then,
T=k[w/w)—1].

If the w; are not all equal, w > w and T > 0.

The average gain in time 7 is the largest, the largest the equalization labour k.
However, for individual 7, both v; = w; + ; = kw + (1 — k)w; and v;/w; =1 —
k + kw/w; decrease when k increases when w; > w. The ratio w/w; is individual
i’s labour time necessary for producing the average w. When k = 1 and w; is large,
individual ’s remaining time value 1 — (w/w;) canbelow (a “slavery of the talented”).
Individuals’ wealth (total income) are equal in income value (the v;) when k = 1, and
in labour-leisure-life value (the v;/w;) when k = 0 (full self-ownership). The choice
of coefficient k thus is a compromise between the inequality of the v; and the inequality
of the v;/w;. For unit-comparability, the inequalities will be in the

V,’/WZ k+ (1 - k)(Wl/W)
and the
V,'/W,' =1—k + k(W/Wl)

One can choose a measure of inequality such that, for variables x; with average
X = (1/n)Xx;, and denoting x = {x;}, the absolute measure I(x) is invariant under
an equal variation of all x;, and the relative measure I(x)/X is invariant under a
proportional variation of all x;. Such a function is of the form I(x)=f({x; — X})
where function f is linearly homogenous. For instance, the standard deviation and

12 See Adam Smith in The Wealth of Nations (Chapter V): “Equal quantities of labour, at all times and
places, may be said to be of equal value to the labourer. In his ordinary state of health, strength and
spirits; in the ordinary degree of his skill and dexterity, he must always lay down the same portion of his
ease, his liberty, and his happiness. The price which he pays must always be the same, whatever may be
the quantity of goods which he receives in return for it. . . . Labour alone, therefore, never varying in its
own value, is alone the ultimate and real standard by which the value of all commodities can at all times
and places be estimated and compared. It is their real price; money is their nominal price only.”
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the Gini coefficient are such measures of inequality. Then, « and 8 being constants,
I({a + Bx;}) = B-I(x). Therefore,

I({vi/w}) = (1 = k)- I({wi/w})

and

I({vi/wi}) = k- I({w/wi}).

These inequalities respectively decrease and increase when k increases. A balanced
solution can take them to be equal, which gives a coefficient k

k= I{wi/w}/[I{wi/w}) + I({w/wi})].

The general discussion of the choice of coefficient k is the topic of Part IV.

Appendix B. ELIE AS EQUAL LINEAR OUTPUT-FREEDOM

The basis of the theory is (full) social freedom from an equal allocation (sharing
the value of given resources). However, liberty can also be considered in the field of
results that are income or consumption y and leisure A, that is, as output-freedom. The
generic variables are considered without individual indexes i and are later specified
by these indexes. The individual provides labour ¢, has wage rate w, earns w{, enjoys
leisure A = 1 — ¢, receives the lump-sum subsidy or tax ¢ (a subsidy if > 0 and a tax
of —tif t < 0), and has disposable income y = w{ + t. This equation for given w and
t defines, in the space of y and € (or A), the individual’s budget line, which delineates
her budget possibility set. She chooses ¢ (and 1) and hence y in this budget set, in
fact on this line because she likes income (consumption) and leisure, by assumption.
This possibility set is the individual’s domain of free choice, and it fully characterizes
her outcome freedom. This freedom increases when this set expands in including
the former set, notably in permitting higher income for each given labour or higher
leisure for each given income. This set, delineated by the budget line, is characterized
by it, hence by two parameters, notably transfer t and wage rate w (they could also
for instance be t and the “total income” t + w, or t + w and w). From the noted
comparison by inclusion, this freedom increases when ¢ increases for given w, and
when w increases for given ¢ (only for £ = 0, a higher w does not permit a higher y).
Since this freedom is compared by “larger than,” one can consider an ordinal index
of this freedom, depending on the possibility set, hence on the two parameters t and
w, say the real number f = F(t, w), where function F is increasing in ¢ and in w.
This can also be written as t = ¢(w, f), where ¢ is a function decreasing in w and
increasing in f. All budget sets that have the same freedom f are characterized by the
fact that their budget line is tangent to a concave decreasing (nonincreasing) curve
in the plane (A, y), which is their envelop defined by t = ¢(w, f) for given f. This
envelop curve shifts toward higher y or A when parameter f increases.

This liberty is equal for all individuals i when t; = ¢(w;, f), with the same f, for
alli. If the t; are balanced transfers, ¥ t; = 0. Then, the condition ¢ (w;, f) = 0gives
the possible level of equal freedom f, which determines the corresponding envelop
curve.
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ELIE schemes correspond to the case where the output-freedom function F can
have a linearform (this would also be the case if the variableswere tand t + w,ort + w
and w). Indeed, this function can then be written, with some positive number k, as
f = t + kw. Hence, function ¢ becomes t = f — kw. If the #; are balanced transfers,
¥t; = 0, and hence, with equal freedom f for all i, f = kw where W is the average
w = (1/n)Zw;. Therefore, t; = k-(w — w;) which characterizes ELIE schemes (k < 1
is required for the possibility that an increase in one variable ¢ or w compensates a
decrease in the other for maintaining the same output-freedom). The envelop then
restricts to point K(£ = k, y = kw). This linearity means that a lower individual
productivity can be compensated by a proportionately higher transfer (or lower tax)
for maintaining output-freedom, the coefficient of proportionality being the same for
all levels and individuals and equal to the equalization labour k. These considerations
will be generalized for other structures of freedom functions F (and any number of
goods) in the application of the general theory of freedom orderings to budget sets,
in Chapter 24.
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Information

1. REALIZATION, IMPLEMENTATION, INFORMATION

The realization of the required distribution or policy depends on the informa-
tion, motivation, and power of the appropriate agents. This chapter considers the
question of the realization and implementation of ELIE schemes, and in particular
that of information. The basic issues are presented in Sections 2 and 3 and the
various aspects are more fully developed in Section 5, whereas Section 4 shows the
problems of an alternative conception influential in economics. Section 2 notes
the required information, the fact that ELIE can be achieved by purely interindi-
vidual rights, the various moral aspects of this distribution, the various ways in
which people’s motives associate self-interest and social and ethical views, and the
consequences for implementation and information about individual capacities.
Section 3 discusses the question of obtaining the required information, which
concerns wage rates for given capacities, in observing labour markets, paysheets,
and the characteristics of labour, as concerns, notably, the questions of education
and training and the intensity of labour (effort). The conclusion is that this in-
formation is, on the whole, more easily obtained than that needed for other taxes
or aids. The economic literature about “optimum income taxation” puts forward
the issue of information, but raises a number of logical and conceptual problems
that are noted in Section 4. Finally, an Appendix considers more in depth the issue
of obtaining the information about the value of given capacities. It shows how
the nature of ELIE favours individuals’ participation in this respect. It also points
out that information and implementation in fact take place in a “fiscal game”
between the people and the administration. It relates the fiscal policy choice to
the basic values of social freedom and efficiency. It finally considers second-best
ELIE policies determined by the maximization of the relevant inequality-averse
maximand.

167
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2. MODES AND MOTIVATIONS OF IMPLEMENTATION

2.1. Situation of the problem

The implementation of the transfers # requires knowing what they should be.
The implementer will commonly be a fiscal authority, although in some cases
there can be other types of realizations (such as interpersonal rights, or voluntary
reciprocities). The needed information is that of the transfers #; for the various
individuals i. They will be subsidies of amount ¢ if #; > 0 and taxes of amount
—t; if f; < 0. Chapter 9 has shown that an ELIE distribution with a unidimen-
sional linear production function consists of transfers t; = k-(Ww — w;), where w;
is individual i’s unit productivity and competitive wage rate for given capaci-
ties, and k is the equalization labour duration. The considered durations can be
adjusted for taking the effects of the other chosen characteristics of labour into
account. Chapters 7 and 8 discussed the more general case where labour can be
explicitly multidimensional, and the production functions giving earned income
(equivalent to output because of full process-freedom) can a priori have any form.
Chapters 12 and 13 will analyze this case more precisely. Individual i’s labour is
then generally a multidimensional set of characteristics £;, where the characteris-
tics can be, notably, duration, speed, attention, previous education and training,
etc., as discussed in Chapter 8. Then, individual i’s earned income is p;(¢;). The
obtained ELIE solution will be the complete equalization of the incomes that
the individuals can produce with the same “equalization labour” k (now in gen-
eral multidimensional). That is, p;(k) is individual i’s “equalization income,”
p(k) = (1/n)Xp;(k) is the “average equalization income,” and the net transfer
for individual 7 is ; = p(k) — pi(k), asubsidyif ; > 0 and a tax of —#; if t; < 0.
We henceforth call ELIE this general case, and when necessary specify as EDIE,
for “equal duration income equalization,” the particular case, studied in Chap-
ter 9, of unidimensional labour measured by its duration (possibly adjusted for
differences in the other chosen characteristics) with linear production functions
pi(€;) = w;l;. With EDIE, k is the equalization duration and ¢ = k-(Ww — w;)
(we have noted that ELIE can very often be reduced to EDIE, possibly with appro-
priately adjusted durations, and either exactly or as a sufficient approximation).

The needed information thus is that of the t; = p(k) — p;(k) for ELIE, and in
particular k-(w — w;) for EDIE. Knowing k is a matter of social ethics, politics,
and sociology: this is the topic of Part IV of this study. There remains to know the
p;i for labour k or the w; (P and w are the averages).

This chapter presents an outline of the ways and means of obtaining this infor-
mation and of how to deal with its imperfections. A general conclusion will be that,
on the whole and on average, obtaining this information is no more difficult, and
is often easier, than the similar information gathering needed by other large-scale
redistributive schemes of taxes and subsidies, assuming the same self-interested
motivations of the tax payers in all cases. In particular, the view, familiar among
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academic economists, that the reason for basing taxes on income — notably earned
income — is that capacities are unobserved, misses the ethics of macrojustice, the
possibilities of obtaining the required information (the value of these capacities),
and the actual reasons for basing taxes on incomes (these reasons will be discussed
in Chapter 11, and it will turn out that the underlying ethics is actually realized
by a particular ELIE scheme).

In addition, we recall in this first section that the ELIE structure has a number
of meanings that can more or less influence the possibilities of realization with
regard to both information and constraint on people. Indeed, ELIE can be seen
as resulting from interindividual rights, it has a number of different, although
equivalent, aspects of fairness and equal reciprocity, it largely results from unan-
imous opinions, and it will be lawful. There tends to result a number of possible
mental structures of the citizens, associating self-interested and moral motives,
that influence the possibilities of realization and implementation.

2.2. Interindividual rights

ELIE amounts to each individual having the right to an equal share of each other’s
equalization income since

ti = pk) — pi(k) = (1/n)Xji pj(k) — (n — 1)(1/n) pi(k).

In particular, EDIE amounts to each individual owning a rent-right of the same
duration in each other’s earning capacities. Hence, the realization of the transfers
can be left to the private enforcement of these rights between persons. The issue
of fiscal information and enforcement no longer exists. It has been decentralized
into interpersonal monitoring.

However, although such a realization is possible if the society within which this
distribution occurs is small, a larger size of this society raises problems for it. Each
individual transfer (1/n) p;(k), and the duration of each rent-right for EDIE, k/n,
will be very small in any large society, and each person will have such a right in
each other. The external right holders in any person’s capacity rent, that is, all
the others, will need the same information (p;(k) or w;) and will need securing
this person’s payment to them. And each individual needs this information and
implementation concerning all others.

Hence, people have an advantage in grouping their gathering of this infor-
mation and enforcement of their rights and in entrusting these jobs to single
agents. Information about each individual is a public good for the others, and
most means of enforcement also present this kind of property. Centralization of
the transfers leads to # relations and n transfers (between each individual and the
central redistributive agent), whereas relations between each pair of individuals
are n-(n — 1) in number and the number of transfers is either this number or
half of it if only the net result is transferred in each pair. The central agents will
de facto be public administrations that establish and raise the tax or distribute
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the subsidies. However, the very fact that these transfers implement interpersonal
rights, rather than being Leviathan’s share or beneficience, may be favorable to
people more or less accepting the tax and being less eager to cheat about its base.
All the more so if these rights and transfers are seen as having some rationality,
legitimacy, goodness, or fairness. Now, these rights are such that each individual
owns the product of the same labour of each other and owes her this product
of her labour (with EDIE). And the whole set of transfers has several equivalent
properties endowed with a strong appeal of fairness.

2.3. Judging ELIE

Indeed, ELIE is “from each her production by an equal labour and to each equally.”
EDIE is “from each according to her capacities, to each equally” or “to or from each
according to the gap between her productivity and the average,” where “according”
means “in proportion.” Furthermore, it is universal balanced or equal reciprocity
where each yields to each other the product of the same labour, or according to
her productivity. It is also filling the same fraction of the gaps between each pair
of total incomes.

These principles seem particularly appropriate for conveying a sense of fair-
ness, justice, or reciprocity. In fact, this set of transfers results from unanimous
opinions and impartiality, strictly so for the ELIE structure, but also, though in
different ways, for the determination of coefficient k (see Part IV). All that, again,
may make people less reluctant to yield information (about their capacities) and
money. Moreover, these transfers will be lawful, and misreporting information
about one’s productive capacities will then amount to evasion rather than just
avoidance.

2.4. Types and degrees of voluntary contributions

If a person i is sufficiently motivated by these moral or social sentiments, she will
want to yield the amount p; (k) to the collectivity (then, an equal redistribution of
these contributions realizes ELIE). A priori, this person knows her productivity
function p;(), and all the information she needs to receive is the equalization
labour k, the same for everyone, which will be publicly announced. This person
may also directly yield p;(k)/n to each other, if this is practicable. She may also
yield p;(k) — p(k) without receiving anything if this is positive, and then she
needs to receive, as information from the outside, k and p(k). Note that p(k), or
w in the case of EDIE, can be estimated statistically, in knowing the distribution
of the p; or of the w; without knowing specifically each individual’s productivity.

However, people may have no such moral or social sentiments. More realisti-
cally, they may have such feelings, but this has no effect or only moderate effect
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on their actual individual behavior as payers or truth-tellers for several possible
reasons.

First, people commonly “are of two minds,” with social morality dwelling in one
mind and self-interest occupying the other. The latter may prevail in the considered
behaviour. It is not uncommon, then, that people feel more or less grateful for
being forced to contribute, that is, to behave as the moral persons they know
they should be. In a Rousseauan-Kantian view, these persons are spontaneously
“unfree” because their strict self-interest (and hence, their “inclinations”) prevail
over their moral duty as they clearly conceive it. Then, the external coercion to
contributeisin factaliberation (from their nonmoral self-interest). These persons
are “forced to be free” in this sense. Such a coercion could then be justified as
realizing a type of liberal social contract.

Second, people may both agree with the overall distributive scheme and be self-
interested, prefer that the whole scheme is enforced, and yet unambiguously prefer
that they do not pay themselves if this does not influence others’ contributions.
In other words, the overall distributive scheme is a public good for them, but they
tend to be free riders of this good when they can. For the net positive contributors,
the public good can also be the situation of the less endowed people who receive
net transfers. Then, people would vote for the scheme and want it be implemented,
even using coercion, and yet they may evade, avoid, or cheat in their own private
fiscal behavior.

In a third type of situation, people may desire to voluntarily contribute or de-
mand their true due, or yield information about themselves, if they know the
others do the same. They may, for instance, voluntarily contribute their fair
share if the others contribute as they should — a common social and moral
sentiment. Then, coercion is needed in order that each individual be sure that
the others contribute. These constraints, however, are not effective, they are not
binding, since each individual, knowing that the others contribute, voluntarily
contributes herself. They are nonetheless necessary. This somewhat paradoxical
situation of “free coercion” is rather common. The establishment of a coercive
power is certainly made easier by the fact that the coercive measures are not
actually implemented. However, this kind of behaviour a priori does not help
much for obtaining the information for setting the right constraints, since one
cannot impose the revelation of an information that one does not know. Yet,
the positive effect reappears when one considers that more information can be
obtained by particular fiscal investigations that are costly and hence solely oc-
casional. People, indeed, may cheat and hide less if they know that others (and
not only themselves) can be investigated, because they may be less reluctant to
do their share in “revelation” when this information will be obtained about some
others.

However, let us consider now the practical issue of information in the worst pos-
sible case, that where individuals’ behaviors are purely and strictly self-interested.
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3. OUTLINE OF THE PRACTICAL SOURCES AND METHODS
OF INFORMATION

The required information consists of the productivities p; (for labour k) or w;.
The w; are also the competitive wage rates. Knowing or estimating them raises
issues and can use methods that are met in the application of any rule for policy,
tax, or subsidy. In fact, this information and estimation is easier to obtain than
in most other cases, both for gathering information and for facing the issue of
evasion or unjustified claims. This comparison holds in particular for the classical
alternative of taxes based on incomes — notably earned incomes — and the various
kinds of subsidies.

The w; are wage rates. Wage rates are market prices for the various types of
labour. Markets — particularly, competitive markets — standardly exhibit their
prices. Prices constitute their public information and are common knowledge in
competitive markets. Quantities exchanged, by contrast, are usually known only
by the buyer and the seller, and hence this also is the case for their value. Here,
the prices are the w;, the quantities the ¢;, and the values earned incomes w;¢;.
Hence, a large part of the required information will come from the observation
of the labour market.

The largest part of labour incomes in developed countries are wages (for in-
stance, this is over 85% in the Western European country with the largest agri-
cultural sector). Many other jobs can more or less closely be compared with
wage-earning jobs.

The standard paysheet bears total amount paid, wage rate, number of hours of
labour, type and category of work, and sometimes seniority and bonuses. When
wage rate is not directly present, it just is total pay divided by labour duration.
The type and category of work reveal many different things. They often imply
requirements about intensity or attention and speed. But they mainly indicate
skills. And they very often closely depend on previous formation, general and
specialized education, and also on seniority and the experience that goes with it.

Moreover, paysheets also sometimes distinguish pay for overwork beyond a
certain duration of labour; bonuses for particular intensity, effort, painfulness, or
for quality resulting from attention, intensity, or effort; and bonuses for particular
previous educational level, training, and experience. Just discarding these extra
pays provides the information needed p;(k°) with an equalization labour k° that
does not include these particular extra intensity, effort, education or training, or
duration (it will, in general, just have to be adjusted for a still lower duration,
for which a proportional decrease will often suffice exactly or with a sufficient
approximation).

The various characteristics of labour are often publicly or easily known. They
are often more or less implied by the mention of the type of job, which can be more
or less precise. Labour contracts, or the labour market, more or less specify these
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characteristics, or requirements that imply them. Moreover, wage differentials ob-
served on the labour market provides the market value of these characteristics. All
this holds for characteristics (in addition to duration) such as previous education,
formation, training or experience; speed; intensity of attention (which can be re-
vealed by speed, the quality of output, the proportion of faultless pieces, costs or
inputs saved, etc.); steadiness; adaptability; flexibility; capacity of initiative; and
so on.

The information about wage rate, labour provided, and earned income often
come jointly. Information about two of them permits the derivation of the third.
Information about the wage rate is often primary. This is, however, not the case
for some types of work. Then, productivity and the equivalent wage rate can easily
be obtained from total earned income and labour provided. Information about
labour can be demanded along with an income report. It can also be estimated
from the technique of the work in question, and from the standards of the profes-
sion or of comparable labours. This later information can also be used to check
reporting about labour. Moreover, the implicit wage rate can often be obtained
by the observation of unit wages paid for comparable labour. Fiscal rules and
administrations routinely practice many estimations of this kind.

Three main characteristics of labour are duration, intensity, and previous train-
ing or education. They are not a priori and intrinsically separated as concepts.
Speed and fraction of time of actual work in a unit of working time can be re-
duced to duration or considered as dimensions or factors of intensity. Education,
formation, training, and experience have duration and intensity. Piece rate wages
depend on intensity, speed, and training. Intensity will often be of attention. The
conceptual and practical problems will very much depend on the case. Duration
is often rather easily considered (although issues are raised for a number of intel-
lectual activities). Intensity can be considered through a number of proxies, which
can be speed or quality of output (for instance, fraction of faultless products, and
so on). Intensity of labour is a priori chosen, but there can also be a given capacity
for it, which is an aspect of given productive capacities.

Education is sanctioned by diplomas whose role is to inform about labour
capacities. This indication, however, works in several ways. Diplomas intend to
testify about knowledge, know-how, or skill, in various possible degrees. All three
mix — also in various degrees — acquired elements and given capacities (for knowl-
edge, these capacities are memory, learning capacity, capacity of concentration
and work, etc.). The information about given capacities is the one sought after
here. It has been found that the role of education and diplomas as screening
devices in order to provide information about given capacities is much more im-
portant and basic than it seems. Thus, diploma inform about given capacities,
and the corresponding productive value is well displayed in the labour market.
However, acquired knowledge and skills cannot be discarded as one of the values
of education, and still more so for specific formation and training. These acquired
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elements depend themselves on given capacities for learning and on learning work
in all its dimensions of duration, speed, intensity, attention, and so on. The dis-
tinction between given capacities and the rest of labour is also required at this
level. Global duration of education, formation, or training is usually known. It
can be added to the duration of the work whose qualification it augments (with
adjustment for intensity for people who did not learn with the same intensity they
use in working). If several of these works benefiting from the same formation are
considered, the duration of this formation can be allocated to these labours in
proportion to their duration and added to these durations (one can also use time
discounting for taking account of various effects such as time preference, the obso-
lescence of education, or on the contrary its valorization by experience). Diploma
importantly inform about capacities for learning, for given learning work, and
the labour market shows their productive value.

The selfish, uncivic, and unreciprocal interest of an individual i consists of
making believe that her p;(k) or w; islower thanitis. If earned income is observed,
she will generally want to make believe that her labour is higher than it is. This
can be made with any of the labour characteristics. If reports are demanded about
Di>» Wi, or {;, this will require false reporting. If ELIE (or EDIE) is an official
scheme, such reports, or the corresponding behaviours, constitute tax evasion
rather than tax avoidance. There will thus be legal, official, and moral obstacles
to such cheating. Moreover, we have noted that duration of labour can often be
clearly checked. Labour intensity is often implied by the specification of a job, with
no or little possibility of variation, while this specification and its requirements
can be observed. And we just noted the facets of the question of education with
respect to information about capacities and work. In all these respects, there will
exist some particularly difficult cases where uncertain estimates and sometimes
proxies will have to be used, but they will not constitute a large fraction of the
whole — and all tax or subsidy schemes have such cases.

Finally and on the whole, an ELIE or EDIE tax-subsidy scheme does not seem
to be more difficult to establish than any large-scale existing one. It is simpler
in conception, definition, and application, and in many respects it is simpler
with respect to information needed. This seems clear both on the subsidy side,
as compared with many schemes of support of income or needs, and for taxes.
For instance, the wage rate for “normal” labour is as easily and often more easily
observed or estimated than total earnings (the basis of standard income taxes).
One just has to think of all the ways of evasion and avoidance with presently
existing tax schemes, or of all the ad hoc and more or less arbitrary rules for
defining what should be the basis of an income tax or of indirect taxes.

One can do more conceptual thinking for determining formulas and rules that
establish the p; and w; in the various cases. Application will then be made by
the tax administration, which will have, as usual, to determine rules of thumb
or proxies for application in particular cases. These procedures involve nothing
really new.
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Main issues about implementation will however be considered more in depth
in Section 4, but it may be useful to first present a few remarks about an influential
trend of thought in economics in this respect.

4. “MISPLACED EMPHASIS”

For the social philosopher or scholar, it suffices that the implementation of the
distributive scheme is normally possible. The rest is an issue for tax administra-
tions, who are good at that when they are given clear basic principles. And the
ELIE principle is about the clearest and most general possible: it is the contrary
of an accumulation of recipes mixing practicalities and a variety of ad hoc ideas
of microjustice for facing each particular case. Scholars who let their thinking be
directed by casual superficial remarks about difficulties of implementation and in
particular information are bound to run in the wrong direction. The problem of
information has no chance to be dealt with correctly if one does not know what we
need to be informed about in the first place. Therefore, one should first present
the theory of the just and optimum distribution without thinking of issues of
information. Only when this is done can one look for the needed information,
imagine ways of obtaining it, and, when uncertainty remains, compute best es-
timates, select best proxies, and apply to this issue the general theory of choice
under imperfect information. (Note that unfortunate confusion is added by the
common misuse of the word “information” in the field of “social choice,” when
it is taken to mean the moral choice of the ethically relevant variables.)

Unfortunately, one of the few sentences ingrained in the collective mind of a
number of academic economists is “earned income is taken as tax base as a proxy
for unobservable individual productive capacities.” First of all, we do not know
why tax capacities (note that the underlying theory is not ELIE), except perhaps
because given capacities constitute an inelastic tax base (and hence one that does
not introduce Pareto inefficiency). Second, ELIE is not concerned with capacities
themselves but solely with their market values, that is, wage rates (explicit or
implicit ones), and we have noted that this information is globally at least as
easy to obtain as earned income. The market value of capacities is the required
information because of the basic hypothesis of the respect of process-freedom and,
hence, of free exchange. In fact, it is not impossible that the noted sentence means
that wage rate is the proxy for capacities. This would be fine for the present purpose,
although for ELIE wage rates are not proxies for the right base but constitute this
right and first-best base. However, choosing earned income or wage rate as base
makes a very large difference, and income is the standard actual tax base and the
base used in studies that begin with using the noted sentence. These studies seek
to optimize the tax schedule but seem to forget to optimize the tax base.

It is ironical that this subculture has adopted the noted sentence probably after
James Mirrlees’ very famous paper on “Optimum income taxation” (1971) be-
cause this paper ends with the appropriate remark that the amount of labour is as
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observable as earned income, and when we know both, we know the wage rate—the
market value of capacities. Partha Dasgupta and Peter Hammond (1980) redressed
the situation in replacing, as the variable chosen by the worker but unobserved by
the tax authority, labour duration by “effort.”! However, the proper domain of ap-
plication of this remarkable study is probably not macrojustice either because the
remark presented by Mirrlees about his own work still largely holds with this new
variable. We have noted, indeed, that various relevant dimensions of “effort” are
often more or less observable. Effort—to be precise —is a mixed concept that means
intensity and the resulting painfulness. Information about it is provided by the
requirements of the specific job and tasks, the observation of their performance —
notably in speed, steadiness, or reactivity — and of its result in quantity and quality
of output or in costs or inputs saved. These facts are often explicit determinants
of the pay. The wage differentials observed in the labour market give the market
value of the various characteristics of labour, and, along with the worker’s choice,
indicate both the value of her effort and its painfulness (in money equivalent).

More precisely, intensity, in effort, is of physical force or attention, and more
often of the latter in modern production. It often is a given characteristic of
a job, implied by its specification. This is very frequent for physical force and
common for attention. Intensity can also often be directly observed by watching
the labour activity. The relevant corresponding parameters of the performance
can be specified. They can be objects of reports, checkings, monitoring, and so on.
Intensity of labour, and notably of attention, can also often be estimated by speed,
regularity, steadiness, or fraction of time of actual work per unit of labour time.
It can also often be estimated by some measure of the quality of output. These
measures can be of various kinds, according to the case. They can be customers’
satisfaction, fraction of nonfaulty produced items, or any other. Intensity can also
often be estimated by inputs or costs saved. The specificities of the observability of
intensity of labour — when it can be freely chosen — depend on the type of job, but
on the whole there is a wealth of ways of obtaining this information more or less
precisely, often exactly, and often sufficiently for providing a satisfactory estimate.
And these characteristics correspond to specific wage differentials observed in
the labour market and sometimes indicated on the paysheet in the form of job
specification, bonuses, or penalties. In the latter cases, the tax base can discard
differentials in effort just in discarding these bonuses or penalties.

Moreover, the noted studies use, as principles of optimality, the maximization of
a “social welfare function” function of individuals’ “utilities,” with the borderline
cases of utilitarianism and of maximin in comparable utilities (that is, “practi-
cal justice” in Kolm 1971 — which uses the more general leximin). Hence, these
studies’ stand about information is properly extraordinary: they deeply worry
about information concerning wage rates and productivities, but they accept off-
hand, without discussion, that one should have full information first about all

' The case of educational choices has been considered by Sheshinski (1971). The issue of information in
this respect has been considered above and in Chapter 8.
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individuals’ utility functions, tastes, and preferences; second, about their com-
parisons across individuals, which do not always make sense; third — and still
more extraordinary — about properties of these utilities that do not even actually
exist, such as the structure that permits their addition for utilitarianism or that
required by other types of aggregation (in other words, they know angels’ sex);
and fourth, about the “social welfare function.” Indeed, while they worry so much
about information which is often public and is largely documented or implied
by people’s paysheet (provided by employers), these studies solve all these other
problems by the stroke of a magic wand: in assuming that all individuals have
the same utility functions, tastes, and preferences (!), in assuming a specific form
for this function (why not, then?), and in doing the same for the “social welfare
function.” Mirrlees justified the identity of individuals’ utilities by suggesting that
the effect of their differences is another question, and he considered all the spec-
trum of values of the substitution parameter of the social welfare function. This
position has been accepted in such academic studies, but would be of little use
for actual applications. Fortunately, however, this problem does not arise for the
specific question of general income taxation if one obeys the de facto consensual
common-sense view of the irrelevance of individuals’ eudemonistic capacities for
this issue (these scholars are late victims of Jeremy Bentham’s insincerity when
he brandished utilitarianism as a political weapon against revolutionary rights,
while not thinking it actually makes sense).

This shows the reason for proposing that the reason for basing redistributive
taxation on earned income is that it is a second-best policy due to lack of in-
formation: it simply is a lack of seeing that the actual reason for choosing this
base is a moral one. Redistribution is indeed the issue considered in these stud-
ies since taxes and subsidies balance and there is no net receipt (and when one
was introduced in later studies, it usually was an exogenous amount and the focus
and interest was in the sharing of this burden). However, the actual judgments
of people and policy makers about the overall distribution implemented by the
income tax directly focus on the distribution of incomes (rather than being ba-
sically concerned with the effect of this distribution on individuals’ “utilities”).?
This was bypassed by these pieces of scolarship because their authors believed
that social ethics could exclusively be thought of in terms of such a “social welfare
function.” In fact, however, the factually intrepid device of considering that all
utility functions are identical (and that the social welfare function is symmetrical
in them) could in part lead to the assimilation of this evaluation with that of
income inequality.* Of course, the qualifications of income egalitarianism that
will be presented in Chapter 11 and lead to an ELIE structure were still further
away from the considerations of these studies.

2 See Kolm 1996a, Chapter 14.

Utility, with a eudemonistic meaning, would be relevant for the relief of people handicapped by a
particularly high propensity to suffering, depression, or the like. This is not an issue for macrojustice or
the income tax.

As in Kolm (1966a), Atkinson (1970), and an extensive further literature.



178 Information

Now, the assumption of identical individual utility functions eventually justifies
the assertion that individuals’ productive capacities constitute the first-best basis
of taxation. The reason is not a directly ethical one (as with ELIE). It is, rather,
that productive capacities then are the only remaining inelastic characteristics
that differ across individuals in the model, and, hence, Pareto-efficient distributive
taxes and subsidies cannot but be based on them.” Productive capacities intervene
only, in this model, because they provide individuals’ trade-off between their
labour and their income. The most important point, however, is that the ethical
theory used — the maximization of this social function, depending on individuals’
utilities — is not relevant for macrojustice, while income taxation is a (or the) main
tool for macrojustice.®

The basis of this irrelevance is the very reliance on eudemonistic capacities,
which are consensually discarded by thoughtful judgment for global distribu-
tive justice (see Chapter 6). This shortcoming is somewhat attenuated by the
assumption that individuals’ utility functions are identical functions of income
and labour, but not fully so because there remains the effects of this function for
different incomes and labours (hence, for people with different productivities); we
noted, furthermore, that this assumption and the choice of this utility function —
the same for all individuals — are in need of justification. At any rate, these “social
welfare functions” imply some comparison of individuals’ utilities, and particular
structures of them for this purpose. The question of the meaningfulness or mean-
inglessness of such structure is considered in Chapter 24. If ordinal comparability
suffices for “practical justice” (leximin or maximin in ordinally comparable util-
ities), more demanding structures are required for the other cases. Moreover, the
ethics of these “social welfare functions” should be justified. For instance, the
maximization of a sum (utilitarianism) requires these functions to be cardinal
(defined up to an increasing affine function). Now, this structure generally has no
tangible or actual meaning — as distinct from mathematical meaning.” It can be
given a tangible meaning “in the small,” that is, in the neighbourhood of indiffer-
ence for each agent (ibid.), but this is inappropriate for macrojustice and income
taxation (however, local criteria can provide necessary conditions). Moreover, on
an ethical ground, a utilitarian intention may be valid as representation of criteria
of the type: “give this to him rather than to her because he likes it more than she
does,” or “let him do it rather than her because it is less painful for him to do than
it is for her” (ibid.). Yet, such criteria are found relevant only in occasional cases
of microjustice (see Chapter 6). As for the maximin (or leximin) of “practical
justice,” it certainly is valid in some cases (first take care of the most miserable),

5 Individuals also differ by the local structure of their common utility function at their actual different

consumption and labour, but these structures depend on these consumptions and labour (and on
productivities), and hence, are elastic items.

Given the ELIE structure, the determination of the degree of distribution (coefficient k) may be led to
using maximands of this kind, but these functions will be specifically determined, and they apply to the
obtained structure (see Part IV).

7 See Chapter 4 and Kolm 1996a, Chapter 12.
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but not for being the sole determinant of overall distributive justice in normal
situations.®

These remarks also show that theories of this kind may be relevant, but for
cases of microjustice, notably with a utilitarian formulation. And indeed, the same
theory had been previously used for determining optimum schedules of public
tarifs (generally nonlinear ones) — for public services, firms, or utilities — with,
in addition, individuals with generally different preferences which are generally
uncertain for the policy maker who chooses the tarif schedule in uncertainty.’

Finally, it may be that certain sources of information used as indirect informa-
tion for estimating the w; or the functions p; are elastic (influenced by individuals’
choices), with the possibility that this induces inefficient disincentives or incen-
tives. But this is limited by people’s uncertainty about the way the tax or subsidy
is computed in this case. For instance, education obtained long in advance (and
which provides not only income but also status and other things) is bound not to
be very sensitive to tax computations performed much later. On the whole, such
issues can exist, but they constitute a very secondary point, and it doubtlessly is
mistaken to see such questions as the problem of optimum taxation. Optimum
taxation first has to determine what the optimum taxes and subsidies should be
in terms of base and schedule or rates. The problem of gathering the needed in-
formation can only be second. And possible effects of a forecast of this use of this
information on behaviour influencing the observed variables can only be a third-
rate concerns. Considering such effects as “the problem” of optimum taxation
does not seem to make sense. It is, at best, misplaced emphasis (an apt expression
of Leif Johansen [1981]). One will not study the right information problem and
its consequences if one does not first know which information is needed.

Appendix. MORE ON ESTIMATION, BEHAVIOUR, AND EFFICIENCY

A.1. Estimations

Let us now consider more in depth the issue of the implementation of ELIE distributive
schemes as concerns estimation, individuals’ behaviour, efficiency, and second-best
policy.

The ELIE policy provides or demands subsidies or taxes #; = p(k) — p;(k) or,
in the simplified form (explained in Chapter 8), t; = k-(w; — w). Sign k represents
the multidimensional or unidimensional chosen “equalization labour,” and function
pi(€) and w; individual ’s given earning capacity for labour £ or per unit (wage rate),
that is, the corresponding prices of labour. Now, unit prices, or prices as function of
quantities, for goods with their various characteristics, precisely constitute the public
information in functioning markets. This holds for types of labour with its duration
and various characteristics which can be or imply required levels of education or

8 This is in line with the presentation in Kolm 1971 (see the discussion at the end of this reference).
9 Kolm 1969b, 1970b.
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training, and which can more or less imply degrees of intensity of work (attention,
strength, and so on). In contrast with prices or price functions, the values and
quantities exchanged between transactors are a priori known to these agents only. In
particular, in the labour market, this is the case of earned incomes and of the labour
provided. Practically, as concerns the base of the tax or subsidy, and by comparison
with the income tax, ELIE schemes can just be seen as disregarding the income from
overtime work, and bonuses for particular intensity or training or education (with
the adequate adjustment of the rates). These are common information on paysheets.

For the effect of education itself, however, the detailed, practical application of the
principle has theoretically to distinguish the effects of duration and effort — which
are labour — and costs in expenses and foregone earnings for the individual, from
talent (innate or acquired in the family) and external aid (notably public or from the
family). The specific detailed analysis of the issue is easy to elaborate. Some possible
methodological schemes have been pointed out in Chapter 8. Practically, rules of
thumb will be used, as with all tax rules. Note that, as regards disincentives and
inelasticities, in many respects and in most cultures educational choices are little
affected by taxes on earnings to be paid decades later in unknown situations, and with
unknown bases and rates, and depend much on the interest in the future job and in the
specific subject and studies, on the corresponding expected social status, and so on.

In the end, the needed information can be gathered by the various methods usually
used for taxes: demands of reporting, administrative checking, penalties, approximate
estimations, proxies, rules of thumb, and so on. One should not forget the situation
and practice of present actual taxation and the estimations, errors, imprecisions,
approximations, omissions, evasion, avoidance, unreporting, underreporting, and
the like as concerns, for instance, the income of many professions (professionals,
farmers, various services, small firms and large ones for different reasons, and so on),
payments of extra labour, transactions of many types, assets and their value and its
variation, various benefits, income received from abroad and wealth held abroad,
gifts and transmission, the value of real estate and properties of various types, and
so on. The situation and result depend very much on specific taxes and countries.
For large taxes, it is not uncommon that one third of the value of the base evades
the tax.!” Due to underreporting and underestimation of the base, the product of the
income tax in the United States is at least 15% lower than it should be.!!

Hence, on average, the difficulties in estimating the desired base is not easier for
most taxes or subsidies than they are for ELIE schemes. Indeed, a number of aspects
make this estimation definitely easier for ELIE policies: the base consists of prices or
price functions, paysheets are contractual and official documents with much of the
relevant information (such as salary for given duration, given training or education,
and given type of job, which often implies intensity — and education, formation, or ex-
perience), the taxes and subsidies have a single focus, their role in achieving basic and
general distributive justice and the way in which they do this is clear and unambiguous
and can and should be well explained, and the implied degree of distribution should

19 This magnitude of error is not out of line with that in other aspects of society, even as concerns physics:
civil engineers very carefully compute the characteristics of bridges for facing any possible kinds of risk,
and in the end add up 30% in strength for security.

! See Slemrod (2002). The rest of this work and the references it mentions are very informative and relevant
concerning actual taxation.
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be the object of a large social debate (as explained in Part IV of this study). These later
properties are bound to make these taxes more readily accepted than many others with
diffused, unclear, or dubious objectives, chosen through very indirect and imperfect
representation — if there is any. This may help diminishing evasion or false reporting.

If now the comparison as concerns information is no longer with actual tax or
subsidy policies but with those proposed by economic theoreticians, the discrepancy
becomes very large indeed. Some of these theories require the knowledge of demand
and supply functions of all individual agents, consumers, and firms: all elasticities and
cross elasticities at the individual level and in a sufficient domain. The most charitable
way of treating a comparative discussion of this informational requirement is not to
start it at all. Other theories need similarly to know indifference loci, hence ordinal
utility functions of the individual: this is, for instance, the case of policies based on
the “theory of equivalence,” which are discussed in Chapter 26. Other theories want
still more: they need to know utility functions of the individuals that have structures
of cardinality and of interpersonal comparability. They thus go beyond the issue of
information to the question of meaningfulness or meaninglessness (this is discussed
in Chapter 23) —and this happens to be the case of the discussed “welfarist” “optimum
income tax” studies. Compared with these “informational” requirements, only asking
for a kind of wage rate seems to be very modest. It should also be noted that, although
Pareto efficiency depends on individuals’ preferences, they need not be known by a
policy favouring this efficiency when it lets it result from individuals’ interactions in
social freedom from a distribution of given resources (as with the obtained solution
for macrojustice).

A.2. Democracy, participation, functional finance, community

Coming back to actual fiscal policies, it is noteworthy that false reporting and evasion
depend very much on the type of taxpayer, on her attitude toward the considered tax
or subsidy, and, on average, on the general ethos of society in this respect. Although
economics tends to favour a description of a purely self-interested taxpayer, this for-
gets a dimension of duty and honesty, and of sense of citizenship, community, and
participation which is sometimes notable and can become more important according
to the type of tax or contribution. Fiscal cheating, false reporting, and tax evasion
are sometimes acts of resistance to oppression or arbitrariness. In more normal situa-
tions, the simple moral requirement of honesty and indictment of cheating on legality
through false reporting or evasion have more or less influence, depending on people,
societies, and circumstances. Honesty often provides a leverage which multiplies the
efficiency of the threat of penalties (in fact, pure voluntariness is probably favoured
by an a priori absence of penalties). However, one may have not to expect too much
in willful compliance, sincere reporting, and voluntary contribution for taxes whose
specific uses are unclear to the taxpayer, are blurred and confused, include obvious
wastes and mistaken spendings, aim at least in part at supporting the power of politi-
cians (and more or less their wealth), and which are chosen by a dubious political
system with important lobbying influencing a problematic representation. A priorial-
legiance to the political system sufficient for full voluntary compliance to official fiscal
demands is a particular case. In particular, the standard view of democracy excludes
such blind obedience, since the control of public finances is one of the classical basic
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rights. Willful compliance to demands of contribution and the corresponding sincere
reporting thus often depend on the adhesion of the taxpayer to the collective project
implemented by the tax — if any. Short of a blind global faith in the political system,
and in particular in a genuine democracy, such adhesion requires a minimum under-
standing of the project. This is much helped by functional finance, clearly identifying
and matching means and objectives. Now, the overall distributive justice implemented
by an ELIE scheme is a paragon of functional finance. It has a single objective. This role
can be clearly explained and understood. The various possible positions as regards
overall distributive justice are particular cases of this scheme. Of course, since the
issue is distribution, individuals’ interests can be opposed in this respect. However, we
have seen that, when things are fully considered, there is unanimity in favour of this
structure of distribution. The remaining issue thus is the degree of “redistribution”
represented by coefficient k. Now, the discussion in Part IV of this study proposes
that, in a given community, there will tend to be a kind of common view about this
level. Then, the general understanding of the rationale of these taxes and subsidies,
and the relative acceptance of the justness of this level, given that all other people
are subject to the same scheme, can certainly limit tendencies to cheating and false
reporting. In this respect, honesty tends to be supported by the sense of community.
And generally accepted redistribution of one kind or the other is one of the hallmarks
of a community.

A.3. Taxpayers’ and beneficiaries’ behaviour and the fiscal game

Nevertheless, the issues raised by the gathering of the required information can be faced
directly. Estimates can be derived in various ways. The classical worry of economists
concerns the case where an estimate uses, as information, the observation of an item
that the taxpayer or the beneficiary of the subsidy can influence, and this person acts
so as to influence this information in order to pay less or receive more. This act can
be a genuine act or reporting. Such effects are classically met by fiscal administrations
in recouping information from various sources. A model of the behaviour of the
taxpayer or of the beneficiary can relate the observed behaviour to the item one needs
to know about and establish a more or less precise correlation. This can go from refined
studies to rough rules of thumb, such as those that are commonly used for correcting
reporting concerning specific classes of agents and items. It should be emphasized that
an estimation is not a tax law. The taxpayer or beneficiary has no official guarantee
about the relation between the observations and the estimate of the base of the tax or
subsidy. Yet, her choice of the considered action is determined by her belief about this
relation. But the administration’s proper choice takes care of this belief. And the clever
taxpayer or beneficiary knows it — which affects her actual belief. The situation then is
of the game-theoretic kind. The taxpayer’s or beneficiary’s “strategies” are her actions
and reporting. The administration’s “strategies” are the tax, the inquiries of various
possible kinds, and possible penalties for false reporting and a method of checking.
The solution with a given tax law and a specific base is a Stackelberg domination by
the taxpayer, but it is different if the strategy in the previous establishment of the
rule is considered. All kinds of situations and solutions are a priori possible. It should
be reminded that Cournot-Nash solutions have no particular reason to prevail. It is,
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however, bound to be important that the game is generally repeated or sequential
in time.

A.4. Social freedom and efficiency

However, the first thing is to express the objective of the administration, since this is
not an exogenously given agent, and her action is not the simple costless application
of known and certain values of taxes and subsidies. The equalization labour or the
coefficient k are given (their determination is the topic of Part IV). However, there
remains to determine the productivities p; (k) or the wage rates w; corresponding to the
given capacities. This can entail various administrative costs, the choice of estimating
procedures, that of the relevant variables, possibly of proxies, playing the game just
described with taxpayers or beneficiaries, checking, choosing penalties, applying them
or not, and making most such choices in situations of imperfect information and
uncertainty. And the administration also has to consider the effect of all this on
taxpayers and beneficiaries, and on the rest of society.

The realization of macrojustice aims at respecting process-freedom and Pareto
efficiency, and at relevantly equalizing rent-rights in productive capacities. The strat-
egy for Pareto efficiency consists of having it result from process-freedom, possibly
corrected for “failures” in markets, agreements, or agents’ information. Practically,
this means that taxes or subsidies should be presented to the agents as independent
from their actions, as much as possible. The amounts demanded or supplied can be
asserted as independent from these actions. This will not happen if they are based
on information influenced by such actions or their consequences. And it suffices that
agents believe that their future taxes or subsidies be so influenced. In these cases, the
elasticities of these taxes or subsidies with regard to the agent’s actions should be made
aslow as possible. One way is the development of direct investigation about productiv-
ities. False reporting can be checked with high penalties.!? The alternative of securing
Pareto efficiency by the maximization of a social maximand function of individuals’
utility functions is not actually available. This implies, indeed, a series of extraordinary
requirements about knowing the tastes and preferences of all individuals. First, this
method demands knowing individuals’ ordinal utility functions, hence the demands,
supplies, direct and cross elasticities, and rates of substitutions, for all individuals, in
a sufficient domain. If one finds knowing about wage rates difficult, what should be
said about utility functions (indeed, if such functions exist)! Then, for defining the
specific social maximand, corresponding utility functions should be defined, should
be comparable across individuals, and, in fact, generally should be meaningfully rep-
resentable as quantities (except for the particular and extreme criteria of maximin or
leximin for which interpersonal comparisons by more or less suffice — see Chapter 23).
Such issues no longer belong to the field of information but to that of meaningful-
ness, with the possible disease not only of ignorance but indeed of nonsense, which
is of another order of magnitude in seriousness. In fact, the studies about “optimum
income taxation” referred to above assume that all individuals have identical utility

12 A vast economic literature about this topic can be used (the normative analysis of the optimum policy
in this respect, using a public evaluation function, is very simply presented and was introduced in Kolm
1973b).
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functions, hence identical tastes and corresponding demands and supplies, plus an
identical practically quantitative structure of the levels of utility! Fortunately, endoge-
nous social choice forbids finding the solution to overall distributive justice along
these lines, because of the noted consensus about the irrelevance of eudemonistic ca-
pacities for this question (Chapter 6). These problems will be discussed more in detail
in Chapters 23 and 24, while Chapter 26 presents and discusses the various solutions
based on the theory of “equivalence”, that is, having one Pareto-efficient situation that
all individuals find as good as another situation that is just but has to be impossible
(only ordinal preferences will have to be known, but often in an extended domain,
and the logico-ethical validity of the principle is problematic).

A.5. Maximization

The ELIE equalizing redistribution of the values p;(k) into their average p(k)
amounts to the equalization of the individuals’ “compensated equalization incomes,”
x; = pi(k) + t for individual i, by the choice of transfers ; such that £# = 0. This
equalization can be achieved by the maximization of a maximand function M(x),
where x = {x;} is the set (vector) of the x;, which is increasing (benevolence), sym-
metrical (invariant under any permutation of the x;), and inequality-averse, by the
choice of the t; under the constraint Xt; = 0. Such a function increases when the x;
become more equal in a number of possible specific and precise senses. The question
of these functions will be called back to mind in Chapter 23.!* Maximin and leximin
in the x; are limiting cases. If there are other constraints on the realization of this
policy, the maximization of M(x) with all actual constraints permits the definition of
a second-best ELIE policy. Then, the outcome may not be the equality of all the x;.
The basic reason is that increasing a lower x; may imply decreasing by much more one
or even many other ones (or it may be impossible). Among these other constraints,
some may come from questions of information because the estimates of the p;(k)
rely on the observation of items that are influenced by the policy (by the transfers
t;). These estimates are then moreover bound to be uncertain, and, with a probability
estimation, the maximand becomes E F [ M(x)], where E denotes the mathematical
expectation operator and F [ M(x)] a specification of the von Neumann-Morgenstern
cardinal specification of ordinal maximand M — along the classical theory of rational
choice in uncertainty.

13 The relation between such functions and the measure of unjust inequalities is the topic of Kolm 1966a,
Sections 6 and 7 (which also presents the basic properties of these measures). The most complete and up-
to-date survey of such properties is probably found in the Handbook on Income Inequality Measurement,
edited by Jacques Silber (1999). Among other surveys in book form, the most complete is probably that
by Peter Lambert (2001). As a beginning of the discussion, one could consider a function M of the form
M(x) = Z(x; + ¢), with two parameters ¢ and « such that ¢ > 0 and 0 < @ < 1. Parameter ¢ could
be about the size of p(k). Coefficient « is discussed at length in the literature. This simple structure
has a limit in that it makes a change in a subset (e.g., a pair) of the x; augment or diminish the overall
inequality independently of the given values of the other x;. This can be justified or not. Other and,
notably, more complex forms can meet possible objections.
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Income justice

1. INTRODUCTION AND SUMMARY

Income distribution is one of the most considered issues in judgments about over-
all distributive justice. These judgments often complain about income inequality
and approve of its reduction. Moreover, a main tool for overall distributive justice,
the income tax, is based on actual incomes and its progressivity is commonly jus-
tified as a means of reduction of inequalities in disposable incomes. This describes
an ideal of equal disposable individual incomes (hence, household incomes are
adjusted for family size). This ideal happens to discard a relevance of eudemonistic
capacities; this is another manifestation of this general view about macrojustice
(see Chapter 6).

This ideal also discards a relevance of differences in individuals’ earnings for
the distribution of disposable incomes. However, earnings depend on both labour
and productivity. Then, these income egalitarians state that individuals’ disposable
incomes should not differ because of differences in productive capacities. But when
it comes to the possible effects of labour, the view of most present-day income
egalitarians is that someone who works more than someone else (longer, harder, at
more painful or dirtier jobs, etc.) deserves a compensation for this extra work. This
compensation is an extra income that compensates the painfulness of this extra
labour (including foregone leisure). It a priori refers to a concept of indifference
for an individual (but this is not the interindividual comparison of individual
satisfactions or of their variations, which are found irrelevant for macrojustice).
Moreover, if the individual who provides more work freely chooses her labour, she
is responsible for it, and hence it is felt that others do not have to subsidize it, that
is, to pay this extra labour more than it is worth for them. Then, when this extra
labour is sufficiently limited, these two conditions imply that the compensation is
precisely the product or earnings provided by this extra labour (see Section 2.1.4).
Hence, the individual receives the product of her extra labour. She receives more if
she is more productive. This is self-ownership, but only for the differential labour.
Now, individuals’ labour inputs often differ in duration, intensity or conditions,
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but, in large societies, a large majority of individuals’ labour inputs are rather
close to one another.

The described compensation cannot hold for all pairs of different labours. The
best possible specification of the described moral view then seems to have it to
hold by comparison with the lowest normal full labours. Indeed, the considered
policy of macrojustice can abstain from considering the cases of exceptionally low
or high labours. Then, all the considered differences in labour provided will be
limited. For low labours, the reference to the lowest normal full labours discards
voluntary part-time jobs (possibly as second incomes in the household), excentric
lowlabours, and involuntary unemployment, which will be specifically considered
in Chapter 13. The result then is an ELIE distribution with an equalization labour
in the neighbourhood of these lowest normal labours (see Section 2.1.5). This
policy creates no inefficiency-generating disincentives effect (moreover, the more
productive individuals are generally induced to work more by the tax they have to
pay). If, in addition, some other degree of self-ownership is found relevant, this
is manifested by a lower equalization labour.

The present-day redistribution of incomes is in fact limited by the consideration
that there is some validity in partial self-ownership. This is, in varying degrees,
the view of most people, and it also corresponds to the outcome of political
debates and conflicts. The disincentive effect of the tax, although often pointed
out, is in fact a secondary reason which is actually superseded by the moral view
about self-ownership. Then, ELIE schemes with equalization labours lower than
that corresponding to the income egalitarian ideal describe these ethics endorsing
some validity for self-ownership — and they induce no inefficiency.

Other reasons are also provided for basing a redistributive tax on income. We
have noticed that the view of some scholars that income is taken as base as an
observable proxy for unobservable individuals’ capacities is not really justified
(Chapter 10 and below). In contrast, the classical “principle of public finance” of
taxing according to “ability to pay” suggests a reason which may be practical (“take
the money where it is”) but could also be inspired by the utilitarian-like idea that
rich people suffer less from the same loss than do poor people. This principle may
diminish inequality in disposable income, but only taxing richer people more does
not say much about it. The most important, however, is that, for earned incomes,
ability to pay is ability to earn: the tax should be based on earning capacities (as
ELIE schemes are). This can be naturally realized by each individual yielding her
output for the same labour, which depends on the total required proceeds of the
tax (if the individuals equally benefit from the expenditure, the whole operation
becomes an ELIE).

The principle of taxing according to “ability to pay” traditionally opposes that
of “benefit taxation” (and equal lump-sum per capita contributions). Benefit
taxation implies that the public services and their financing be distributionally
neutral. Thebases of the tax are the individuals’ benefits rather than incomes. How-
ever, taking public expenditures, services, and infrastructure globally, the benefits
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received from them roughly increase with income, and in a kind of progressive
manner (Section 5.3).

In the end, a classical conception of an ideal income equality limited by the
disincentive effects of the distribution misses essential issues, such as the positive
incentive effects, the value of leisure, the treatment of different labours, Pareto
efficiency, and the common partial valuing of self-ownership. These issues all lead
to the relevant ELIE distributive scheme.

The complete common income egalitarian ethics is the topic of Section 2, where
it is shown how it is best satisfied by a particular ELIE distributive structure.
Section 3 considers the various possible reasons for basing a tax on incomes, and
for not redistributing more. The scholars’ welfarist “optimum income tax” is the
topic of Section 4. Section 5 focuses on the implications of the classical principle of
public finance, taxing according to “ability to pay” and “benefit taxation.” Finally,
Section 6 fully shows the flaws in the common view of incentive-limited income
egalitarianism.

2. INCOME EGALITARIANISM
2.1. The income egalitarian ethics

2.1.1. An ideal of income equality

Endogenous social choice derives its conclusions from citizens’ opinions about
distributive justice, and, being a scientific exercise, it considers closely and fully
their meaning, intent, and implications. One of the most common ways of eval-
uating global distributive justice focuses on income distribution. This is not the
only way, however; for instance, full self-ownership only cares that there is no
redistributive transfers and treats income distribution with benign neglect. The
focus on income rather than on specific consumption goods is natural for macro-
justice with process-freedom and the resulting respect of consumers’ choices.
Moreover, the consideration is often that of disposable incomes rather than only
of the transfers (as is the case with an ELIE scheme). Furthermore, such views
commonly express worries and negative judgments about increases in income
inequalities, and satisfaction about their decrease. Whatever solution is provided
for the delicate question of comparing income inequalities, these opinions mani-
fest a prima facie ideal of equal disposable incomes. A standard precision consists
of taking care of family size for transforming household incomes provided by
statistics into the equivalent of individual incomes.

On practical grounds, the income tax, based on actual and notably earned
incomes, nowadays constitutes the main tool of global distributive justice. This is
notably achieved by its progressivity which tends to reduce income inequalities.
And part of the proceeds of this tax is used for providing various aids to people
with low incomes. Moreover, much of the other expenditures provide public
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goods free of charge (while income is required for buying marketed goods). On
the whole, the income tax generally intends to have an effect of diminishing income
inequalities. It is seen as a tool for this purpose. A common view is that it directly
affects, by its base (and that of distributive subsidies), the relevant objective of
global distributive justice, income, transformed into more equally distributed
disposable income available for consumption. This reveals a prima facie ideal of
equality in disposable incomes (the reasons for the limitations of this equalization
are shortly discussed).

The ideal of income equality implies that other differences across individuals
are considered irrelevant for this judgment of justice. In contrast with classical
competing views, this irrelevance concerns notably the differences in individuals’
eudemonistic capacities and needs on the one hand, and production on the other
hand. Individual production results from individual labour and productivity.
The irrelevance of eudemonistic capacities and needs, for the purpose of global
distributive justice in macrojustice, is in line with the general consensual opinion
(see Chapter 6).

2.1.2. Equal income and equal work

However, when the opinion of these income egalitarians is closely considered,
it turns out that they unambiguously favour this equality only when individu-
als provide the same labour. That is, this view holds the traditional principle of
“equal pay for equal work.” However, this principle is usually applied for ban-
ning discrimination according to race, sex, age, family origin, and so on. Such
discriminations are in fact banned by the basic rights. Income egalitarians extend
this principle for banning dependency of disposable income on productivity and
eudemonistic capacities and needs, at least when labours provided are the same.

This view is easily translated as an unqualified ideal of equal incomes (apart
from possible qualification for “disincentive effects”) because, in most societies,
the large majority of people provide rather similar labours (irrespective of their
productivities). However, if individuals are free to choose their labours, they gen-
erally strictly choose different ones. Moreover, Pareto efficiency also generally
implies that individual labours are different, because individuals have different
preferences as regards labour and leisure on the one hand, and income or con-
sumption on the other hand. In fact, individuals’ free choice of labour implies
this efficiency if there is no market distortion.

The principle of “equal pay for equal work” entails equal incomes if equal
labour is also required. This joint equality in incomes and labour inputs (no-
tably duration) has been proposed by a number of utopian socialist ideas, and
sometimes applied in early times of authoritarian socialist regimes. There are
also various legal rules for labour duration, but they generally do not accompany
equal incomes and admit overtime work. Of course, imposing equal labour vi-
olates process-freedom and basic rights, and is Pareto-inefficient because people
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have different tastes as concerns leisure and consumption. Equality in both pay
and labour also impairs material incentives to efficient labour. However, most
present-day income egalitarians accept that people can choose different labours
and accept, more generally, an economy largely ruled by markets.

2.1.3. Incomes for different labours

Hence, the basic stance of income egalitarianism is that individuals should have
the same income when their work is the same (irrespective of their productivity).
However, when one person works more than another, most present-day income
egalitarians think she deserves a compensation for this extra labour. This com-
pensation is for the extra painfulness of this labour. When the person who works
more freely chooses her labour, the modern income egalitarian thinks, in addition,
that this compensation should not exceed the contribution of this extra labour
to society’s wealth, because the person is responsible for this extra work (hence,
others do not have to pay for that). Now, it happens that, with this free choice,
and when the two compared labours are not too different, the extra income that
compensates this person in the sense that she is nearly indifferent between pro-
viding this extra labour for this extra income or not, is about equal to the value
of the production of this extra work (see next section). This amount thus defines
the extra income.

Since the basic reference is to the painfulness of labour, working more can mean
working longer, harder when the intensity is painful, with more effort, time, and
foregone earnings in previous education or training, or at labours that are more
disagreeable in any way — such as more dangerous, dirtier, and so on — given that
these labour conditions permit the corresponding extra output. The compen-
satory extra income is determined by indifference between pairs of labour and
income for the same individual (hence, this differs from interpersonal compar-
isons of satisfactions or of their variations, which have been found irrelevant for
the purpose of macrojustice in Chapter 6).

When there are more than two persons, the comparison can be with the lowest
labour provided by these persons, or with some reference labour slightly lower.
There can then be equal income for this equal reference labour, but free choice of
their actual labour by the individuals who keep their market earnings for this extra
work. For instance, when there is an official duration of labour that is used for
the definition of wages in labour contracts or agreements, there can be an equal
basic income for this labour, whereas bonuses for overtime work or particularly
painful jobs are not taxed.

The comparison has been for labours not too different from one another.
Now, in most societies the large majority of the population provides labours
that are not very different in duration or intensity. Note that part-time jobs that
provide complementary income for the household should be discarded, as well
as unemployment (see Chapter 13). And abnormal labours, notably abnormally
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low labours, can be discarded for the purpose of defining macrojustice. Hence,
in the end, the considered scheme is an ELIE with an equalization labour in the
neighbourhood of the lowest normal full-time labours—say k = k¢, where k¢ is this
“income-egalitarian equalization labour.” This seems to be the best specification
of the set of moral stands or “intuitions” of present-day income egalitarians.

This solution amounts to self-ownership for productive capacities used above
the equalization labour k°. Self-ownership is precisely what income-egalitarians
do not want. However, this is only differential or marginal self-ownership, for
the small differences £; — k¢, where ¢; is individual i’s labour. Moreover, this
extra income is not justified by self-ownership, but results from the association of
compensation for painfulness with the individual’s free choice of labour.

This specification of the income egalitarian ideal elicits two remarks. First,
the difference between the incomes of two individuals with labour ¢; # k¢ and
different wage rates does not correspond to a compensation for extra painfulness.
However, such an exact compensation for each pair of individuals (when there
are more than two of them) is not possible. The compensation is only for each
individual and the reference labour k¢ or the lowest actual normal full labours. At
any rate, all incomes are close to one another and only little above the equalization
income wk°®.

Moreover, the choice of the income-egalitarian equalization labour k° in the
neighbourhood of the the lowest normal full labours (rather than at any other
value in the neighbourhood of normal labours) is due to the fact that people
(including income egalitarians) do not feel it proper that individuals pay a tax, or
receive a subsidy, because they could earn much, or little, in labours they do not
actually perform. It is not felt proper that leisure be taxed, or subsidized, for the
income the individuals could have obtained in working instead. This leads to the
choice of a k¢ < ¢; for all the considered labours £;.!

2.1.4. The logic of the solution

Consider an individual i with income (or consumption) y;, labour ¢;, and an
ordinal utility function u'(y;, £;). For simplicity in presentation, consider the
case of unidimensional labour ¢; and a linear individual production function w;¢;
where w; is individual i’s given wage rate or unit productivity (see Chapter 8).
The same results would obtain with a more complex description of labour. Then,
asuming differentiabilities, denote uj, =0u'/dy;, uz = 0u'/3L;, and v;(y;, £;) =
—ub/ u;. For any other levels of income y and labour ¢, if the differences | y; — y|
and |¢; — £| are sufficiently small, one has

Wy, ) = u'(y;, £;) + (y — J/i)'u;()/i, )+ (6 —£)-ui(yi €;).

If the difference in incomes compensates the painfulness of the difference in
labours, one has ui(y, £) = ui(yi, ¢;).Hence, y — y; = (£ — Zi)-vi(yi, £;).

1 See also the corresponding remarks in Chapter 7.
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If, moreover, individual i freely chooses her labour and income with a budget
constraint of the type y; = w;f; + y? where y/ is a constant, then vi( Vi £i) = wi.
This is both a condition of free choice for individual i and of economic efficiency.
Then,

Yi— Y= (El _E)Wi)

that is, comparing with the reference labour ¢ < ¢; and income y < y;, individual
i’s extra income y; — y is equal to the production of her extra labour (£; — £)w;.

In the foregoing discussion, £ and y can be the labour and income of another
individual, or they can be the equalization labour and the average equalization
income k¢ and wk°.

2.1.5. The income-egalitarian ELIE

Hence, the best specification of the complete common present-day income-
egalitarian ethics seems to be an ELIE distribution with an equalization labour
k = k° in the neighbourhood of the lowest normal full labours. The income of an
individual 7 then is

yi = kw4 w;-(€; — k°).

The part k°w is large and the part w;-(£; — k°) is small. The part k°w is equal
for all and abides by the principle “to each according to her work,” irrespective of
individuals’ own productivities, or “equal pay for equal work,” for the same labour
k¢ for all. An individual i who works ¢; > k° is compensated for this extra labour
¢; — k® by theamount w;-(£; — k®). This s, for her, an exact compensation for the
“disutility” of this extra labour (because ¢; — k¢ is sufficiently small). This is also
this individual’s extra output, the output she produces by this extra work. Hence,
this amount corresponds to a principle of self-ownership. However, this is partial
self-ownership, only for this limited extra labour. It is, in this sense, “marginal self-
ownership.” For all individuals, individual satisfaction is that which corresponds
to a labour k¢ and a disposable income (consumption) k¢w.?

Inlarge modern societies, the very large majority provides very similar amounts
of work. This is normal or standard labour. There often is an official labour du-
ration used for individual labour contracts or for collective agreements about
wages. Most of the individuals who voluntarily work notably less provide com-
plementary incomes for the household, and this is not to be considered as full
work and income. Involuntary unemployment is reduced by full process-freedom

2 Hence, the solution also looks like an “egalitarian equivalent” criterion of the type used in Kolm (1966a)
and Pazner and Schmeidler (1978) — see Chapter 26. The “egalitarian equivalent” to each individual’s
allocation for this individual would be the pair (k¢, wk¢). However, the considered situation differs from
the classical one in that the reference is equal labour or leisure for all individuals, while, as concerns
production, the labours of individuals with different productivities are different goods (this treatment
of labour is also in Kolm, op. cit).
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and by the realization of global distributive justice, because they lower the possi-
bility and the necessity of wage rigidities, which is a cause of this unemployment
(downward wage rigidities, implemented one way or the other, aim at protecting
against low wages). Involuntary unemployment is also reduced by the appropriate
macroeconomic, labour, and education policies. It is alleviated by unemployment
insurance. Moreover, Chapter 13 shows its integration into an ELIE scheme, with
the conclusion that unemployed individuals do not receive less than the average
equalization income, and receive this amount if their unemployment is full or
partial at no more than the equalization labour. On the whole, these cases can
be discarded for the present overall consideration. Furthermore, proportionately
rare cases of very high, or otherwise very low, labour are not of primary concern
for macrojustice.

Many societies have an official standard labour duration, but individuals are
free to work overtime. Then, the considered income egalitarian ethics can propose
that everyone receives the same income for the official labour, whereas overtime
labour is remunerated at the competitive wage of the labour market. Then, “equal
pay for equal work” holds for standard labour, and self-ownership is the rule for
overtime labour.

We have noticed that k° should not be higher than the considered labours ¢;.
Precisely, if, for some of these i, we had ¢; < k°, this individual would have a dis-
posable income y; = w;l; + k(W — w;) = wk® — w;-(k® — £;), which means
that she pays w;-(k® — ¢;) for her extra leisure k¢ — £; — she buys this leisure at its
market price w;. However, the equal unit income w would then be not only for
units of actual labour for all individuals, but also, for individuals with ¢; < k¢,
for some units of time which are used in leisure rather than at work. Now, as has
been pointed out, a general ethical view, notably shared by income egalitarians,
is that it is not proper to tax individuals’ leisure in valuing it at the fictive income
it would produce if this time were actually used at work (trying to induce pro-
ductive people to work more in taxing leisure at this value would be something
else, not based on a distributive reason and needing justification). Conversely,
compensating someone for the low wage she could obtain in labour she does not
perform does not seem appropriate either. This view concerning leisure relates to
the ethics of equally valuing individuals’ time on moral grounds (see Chapters 7
and 9).

This leads to the choice of a k¢ slightly below the chosen normal ¢;, say in
the neighbourhood of the lowest of these labours. There is no need to say that
k¢ should be exactly equal to the lowest. This solution, however, is a theoretical
possibility. Yet, if k° is chosen and adjusted to be equal to the lowest of the freely
chosen normal labours, say ¢;, hence k¢ = ¢;, the corresponding individual i
has income y; = kw = £;w. This amounts to individual i being remunerated at
the average wage rate w, rather than at her productivity w;, without facing any
tax or subsidy. In the general case where w; # w, this individual’s free choice is
inefficient. However, if there are sufficiently many individuals, this inefficiency
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for only one of them may not be a serious defect (this individual receives wk*
for working k¢, and all the other individuals considered work and receive more —
or as much — but are as satisfied as if they had this labour or leisure and this
income). Of course, choosing k¢ equal to the lowest £; a priori requires considering
the individuals’ choices of their labour as a function of the level of k¢, which
determines taxes and subsidies. This can be performed by the groping of an
iterative adjustment (during which the individual with the lowest of the considered
£; may change).

Practically, however, the choice of an ELIE with an equalization labour around
half standard working time would already constitute a substantially income-
egalitarian and “leftist” stand in present-day large societies (yet, this would be
short of a “utopian” position).

2.2. The income-egalitarian policy

The conclusion is that the standard, common income-egalitarian ethics, with its
usual qualifications concerning compensation of labour differentials (and reward
for extra work), is best realized by an ELIE distribution with an equalization
labour in the neighbourhood of the lowest normal labour (the exact specification
is of no importance). Then, for the bulk of labour, equal work entails equal pay.
But individuals who work more or whose work is more painful or disagreeable in
any way are compensated for the difference. This happens to give them what they
contribute to society with this extra work. The equality of these two numbers is a
technical result due to the fact that labour is free or efficient (and labours are not
too different).

With this scheme, all individuals freely choose their labour. “Equal pay for
equal work” is not interpreted as imposing equal work to all (as it is in forms
of “authoritarian socialism”). The most common present income egalitarianism
accepts or demands freedom, notably of choosing one’s labour, and the individual
who works more (than k°) receives the full income value of her extra work.

Relatedly, this scheme is Pareto efficient — as required by the principle of
unanimity. This is to be contrasted with the common accusation that income-
egalitarian policies induce economic and social waste. This results from the fact
that ELIE transfers are lump-sum: they induce no “price effects” generating inef-
ficiency. Yet, they induce “income effects”, which may be rather large compared
with full self-ownership, as a result of the high level of the equalization labour
k = k°. These effects induce no waste (Pareto wise). They induce the individuals
who pay the distributive tax to work more for compensating for the loss (if leisure
is not an “inferior good” as is usually the case), and, in a sense, for paying for
the tax. And these individuals are the more productive ones. The individuals who
receive the distributive subsidies may symmetrically work less (but they are the
less productive individuals). Moreover, for all, higher or lower work corresponds
to lower or higher leisure. In the end, these variations in labour and output can be
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considered as irrelevant in themselves, notably with the standard economic view
holding that all that matters is Pareto efficiency and the distributional selection
of a solution among the states that have this property.

However, a widespread idea is that the limit to the equalization of income
rests in the disincentive effects. A strict and complete equalization of earned
incomes would have to use transfers based on earned income. This leads the
considered view to think that progress in this direction has to use transfers based
on full earned incomes w;¢; (although this is not necessary: for instance, ELIE
transfers of t; = k-(w — w;) usually induce some equalization). The commonly
expressed concern is that the ablest individuals are led to work less (this is the
price effect when labour is provided mainly for income — there also are motives
of activity, status, interest, power, and so on — and the income effect has the
opposite consequence). Both the price and income effects then tend to induce the
less productive people to work less, but this is usually more regretted because of
the sociological and psychological effects of unemployment (social integration,
mental balance, or effect on the family) or form a judgment of the type of the
“work ethics.” Now, full equalization of full earned incomes leads the individuals
in a nonsmall society to provide no work for income at all. This situation is, of
course, Pareto inefficient. The large size of the population prevents remedies by
direct cooperation or by each working in order that the others continue to work
(punishing free riders in such a sequential game fails because the punishment —
abstaining from work — cannot affect solely specific others, and because it requires,
for being effective, cooperation among many punishers to begin with, which raises
the same problem as the one it tries to solve). In the end, there is no actual earned
incomes and transfers. The basic flaw of this conception, however, is that the full
standard income-egalitarian ethics contains other stances than equalizing earned
incomes, as we have seen, and the final result is the obtained income-egalitarian
ELIE. Moreover, many ethical stances are not fully income egalitarian and see some
validity, at least partial, in self-ownership. And the result of political fighting and
interaction leads to some mix of income egalitarianism and self-ownership. This
is the main actual reason, by far, for the limitation in equalizing redistributions.
Disincentive effects are only secondary, uncertain (because of the reverse income
effects on high earners), and, indeed, commonly a pretext for justifying some
degree of self-ownership. As an actual reason, they are largely superseded by some
defense of self-ownership, an ethical distributive reason.

This ethical consideration also applies to the obtained ELIE scheme. Many
people who see some rationale in the income-egalitarian stance do not deny
all validity to self-ownership. Since these two views are implemented by ELIE
schemes with k = k° and k = 0 respectively, these views are best represented by
ELIE schemes with equalization labours k between 0 and k°. Such distributions
respect Pareto efficiency and freedom of the choice of labour.

At any rate, the political conflict, in the society, between income egalitarians
and advocates of self-ownership, or between views that tend more toward one side
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or the other, are best solved by the choice of an ELIE with an intermediate level of
k. Both Pareto efficiency and free labour supply are then respected and, indeed,
these respects impose a solution of this type (see Chapter 1). However, Part IV will
be more specific about the proper ways of determining the level of coefficient k.

3. WHY TAX INCOME?

3.1. The functions of the income tax

The main tool of global (overall) redistribution in present-day societies is the
income tax, through its progressivity and uses of its proceeds (along with those
of other taxes) for providing subsidies or goods free of charge. A tax is of course
taken from income, but the point is that the income tax is based on actual income,
itdepends on it. In contrast, ELIE taxation is not based on full income and notably
full earned income, but only on income earned by a notional labour, the equaliza-
tion labour — however, it fully equalizes these incomes. This in particular holds for
the case just obtained with k = k¢, which best implements the views of standard
income egalitarians. Yet, the income tax has other functions than redistribution:
it finances general public expenditures and can be an instrument of macroeco-
nomic “stabilization” policies. However, the distributionally neutral financing of
public expenditures other than distributive transfers is through benefit taxation
whose base is benefit from public expenditures and a priori not income. Similarly,
distributive public transfers that implement private altruism for reasons shortly
to be considered (notably because they constitute “collective gift giving,” a kind
of contribution to a public good) are not a priori based on incomes. Moreover,
macroeconomic stabilization works through income effects and hence the corre-
sponding taxes or subsidies need not be based on actual incomes (a base which
induces inefficiency-generating disincentive price effects). Why, then, the income
tax — that is, a tax based on actual income? Given the importance of this tool, the
answers one can find in the population are likely to provide important informa-
tion about the existing opinions, notably as concerns distributive justice; and this
information is essential for applying endogenous social choice.

It turns out that several different reasons for taxing income and for its distribu-
tive role can be observed in the population, in scholars’ studies, and in classical
principles of public finance. The public sees raising public funds and redistribu-
tion. Policies add macroeconomic stabilization. The classical principles of public
finance are taxing according to “ability to pay” and “benefit taxation.” Finally,
classical scholarly studies justify taxing income by a reason of information: in-
come would be a proxy for unobservable capacities. However, raising funds, global
stabilization and, prima facie, benefit taxation taxing each individual according to
the benefit she receives from the corresponding public expenditures, do not justify
basing the tax on actual incomes. Distributive income transfers can aim at, and be
based on, other items than incomes. They can also be based on incomes, notably
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for income egalitarians, although we have seen that the full consideration of the
usual form of this philosophy leads to another base, namely, given productivities.
Ability to pay refers to raising funds with a distributive concern. The possible rela-
tion of benefit taxation to income will be noted. And the informational argument
(income as proxy), discussed in Chapter 10, will be considered synthetically and
comparatively.

3.2. The public’s view

The public at large first notes financing public expenditures and notably publicly
provided public goods; but this reason is not redistributive, and it does not prima
faciejustify using actual income as base. In contrast, the reason everyone gives for
the progressivity of the tax, and for public aids (in cash or in kind), is distribution,
with reference to inequality and to the satisfaction of basic needs. This includes
income egalitarian views. Indeed, taxes or subsidies based on income constitute
the direct tool of income equalization. This view is sometimes associated with the
necessity of obtaining a net public revenue with remarks of the type of “taking the
money where it is.” Indeed, the income egalitarian ideal exists and is politically
influential. However, we have seen that the policy that best implements the com-
mon and complete form of this ethics is not a tax based on income, but a variety of
ELIE. Moreover, why is the income tax not more redistributive and progressive?

3.3. Why is the income tax not more progressive?

Several answers are provided to this question. A secondary one refers to benefit
taxation: even the poor benefit from public goods and hence should contribute
something to their financing. Two other reasons exist, but the one most voiced and
the main one differ. We have noticed that the reason most heard about concerns
the disincentive effect. It is mainly presented for high incomes: higher income
taxation would induce the payers to work less. This reason is, of course, highly
ambiguous, as has been suggested. Through income effects, a higher tax induces
payers to work more for compensating the loss (leisure is usually not an “inferior”
good) and for paying the tax. However, the disincentive indeed exists through
the price effect, and the total consequence is the addition of these two effects.
Yet, lower labour is higher leisure, and, as a result of their freedom of choice,
people equally value the loss of output and income and the gain in leisure and are
indifferent about this variation (at least for variations of limited size). Hence, the
concern should probably not be labour and incentives, but, rather, the effect of the
tax on Pareto-wise inefficiency. The limiting extreme case of the full equalization
of earned incomes is not usually considered. Moreover, we have seen that the
best implementation of the standard income-egalitarian philosophy is an ELIE
scheme which entails no price effect and therefore neither inducement to lower
labour nor inefficiencies. The disincentive effect is also noted for the subsidy side,
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where recipients may notably be induced to stop working. The worries, however,
concern more the effects of not working on the person, her family, her mental
balance, and her social integration, and the general ideal of a “work ethics,” than
the loss of output (which is at any rate low for these low-income earners).

However, we have remarked that the actual main and basic reason for limiting
redistribution and progressivity is not disincentive effects, but, rather, a purely
ethical reason. It consists of the idea that there is some validity in self-ownership
even beyond that of eudemonistic capacities for macrojustice. Most individuals
usually see some reason both in limiting income inequalities and relieving poverty
and in self-ownership, although they put various weights on these values. Some
would ban only extreme inequalities, or only focus on alleviating poverty, and
for the rest largely support self-ownership. Others are essentially income egali-
tarians but concede that gifted people receive some limited degree of advantage
from their marketable talents. And the political interaction finally results in a
case intermediate between income egalitarianism and the full self-ownership of
classical process liberalism. This ethical reason for limiting income equalization
very largely supersedes the reason concerning disincentives; it makes it of little
importance at a global level.

We have seen, however, that these ethical positions are rationally implemented
by ELIE schemes with k < k° — rather than by income taxation with some degree
of progressivity. This solution, moreover, induces no disincentive effects on high
productivity payers (it leads them, on the contrary, to work more through income
effects and for paying the tax), and no Pareto inefficiency. In the end, the rational
implementation of what is desired by the population is not a partial equalization
of all of incomes but a total equalization of part of incomes — a part expressed
as a given notional labour.

4., THE WELFARIST “OPTIMUM INCOME TAX”

We have seen, in previous chapters, that comparing individuals’ eudemonistic
capacities (utility functions) or their variations is consensually — and understand-
ably — considered irrelevant for the redistribution implementing macrojustice
(Chapter 6), and that wage rates are, on average, no more difficult to know than
incomes (Chapter 10). Now, economics has developed an exercise, called “the
optimum income tax,” which is based on the opposite assumptions: the objective
is the maximization of a classical “social welfare function” which is a function of
individuals’ utilities, and the reason for basing the tax on income is that it would be
an observable proxy for unobservable capacities (Mirrlees, 1971). Why, however,
would capacities be the first best base? The answer is not an ethical one, as with
ELIE schemes, since the ethical objective is taken to be the maximization of the
social welfare function. The reason doubtlessly is that capacities are assumed to
be given and would constitute an inelastic base permitting one to tax individuals
without inducing inefficiency-generating disincentives. A priori, however, there
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are other possible inelastic individual characteristics, such as their tastes (utility
functions). However, the model used by these studies does not allow for this pos-
sibility because it assumes that all individuals have the same utility function. This
assumption is not really justified, but is certainly retained for convenience. This
utility, moreover, is assumed to be known by the policy maker. Individuals’ pro-
ductivity is also assumed to be known, but since, with identical utility functions,
this productivity is all that differentiates individuals, the only relevant information
about these productivities is their distribution in the population. This permits as-
suming that the specific productivity of each individual is not known, and, hence,
that earned income might be taken as an observable proxy for it. This is, in the
end, the suggested justification for taking earned income as the tax base. These
studies emphasize a different, formal, aspect, namely that the income tax can be
nonlinear. Finally, the considered income tax is purely redistributive, without a
net public income and other expenditures.

A formally similar model had been used for issues of microjustice, where the
“welfarist” ethics based on utility functions is justifiable (Kolm 1969b, 1970b).
Moreover, in this study individuals’ utility functions are assumed to be a priori
different from one another and not known by the policy maker (who thus performs
a choice in uncertainty). The model is used for determining the optimum a priori
nonlinear tarif of public utilities. Another study of optimum taxation used taxes
based on wages (Kolm 1974) — then for maximizing the lowest welfare level (this
maximin or, more generally, leximin, in interindividually comparable ordinal
utility is “practical justice” analyzed in Kolm 1971).

Mirrlees concluded his study in remarking that if one knows both income
and labour duration, then one knows the wage rate and the productivity (with a
competitive labour market). This remark undermines the very reason proposed
for basing the tax on earned incomes — rather than on productivity. However,
Partha Dasgupta and Peter Hammond (1976) saved the model in replacing labour
duration by effort, which is generally less observable — and measurable. Chapter
10, however, showed various ways of observing or estimating effort. The basic
point, yet, is that difficulties of information should be faced fully both in theory
and in practice, rather than only in considering the use of one proxy.

5. THE “PRINCIPLES OF PUBLIC FINANCE”: ABILITY TO PAY AND
BENEFIT TAXATION

5.1. The two classical principles

For distributing the burden of taxes raised for financing public expenditures,
traditional public finance classically opposes two principles: “ability to pay” and
“benefit taxation.” The principle of benefit taxation holds that taxes should reflect
the benefits the taxpayers derive from the public expenditure they finance. Con-
sequently, it intends the expenditure and its financing not to be redistributive.
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The tax is about just a price paid for the benefit of the expenditure. This is the
principle to be retained for the “allocation function” of the public sector, rather
than for its “distribution function.” This principle does not in general precisely
determine the tax by itself because a surplus generally remains to be distributed.
Yet, this issue generally is secondary. Moreover, it is faced by the application of
the theory of the “liberal social contract” (see Chapter 3).

5.2. Ability to pay and to earn

The principle of taxation according to “ability to pay,” in contrast, specifically
concerns distribution, and a priori takes income or wealth as base — although this
will shortly be questioned. It says that individuals with higher income or wealth
should paya higher tax, even if they receive similar benefits from the corresponding
public expenditure — indeed, irrespective of this benefit. This principle opposes
both benefit taxation and equal per capita taxes. It is roughly both distributive
and merely practical when it is applied as “take the money where it is.” It is more
precisely ethical if it is justified by the assumption that wealthier people suffer
less from losing some income than do poorer people. It then suggests a kind of
utilitarianism. Strictly speaking, “ability to pay” only suggests a tax increasing
with individuals’ income or wealth. This may diminish income inequality, but
this result depends on the specific tax schedule and on the chosen measure of
inequality. A priori, the only condition of diminishing more higher incomes is in
itself a quite weak egalitarian property. It is for instance satisfied by a proportional
tax that leaves unchanged “intensive” measures of inequality (measures invariant
to scale). An equalizing effect is clearer when the expenditure financed by this
principle consists of aid to low-income earners. However, by itself, the principle
does not even suggest progressivity (“taking the money where it is” may suggest
progressivity). “Ability to pay” is, to begin with, a very imprecise principle that
requires much specification.

However, for earned income — by far the main part of primary income on
average — ability to pay is ability to earn. And ability to earn consists of earning
or productive capacities. Denote as b the level of the public expenditure to be
financed by taxation, and as 6; individual i’s contribution, with ¥6; = b. Use the
notations of Chapter 8 for individuals’ productivities. With labour ¢, individual
earns p;(£). The highest labour is 0. Then, “according to ability to earn” can mean
0; = @l pi (/E\)] forall i, where ¢ isan appropriate increasing function. Possibly, §; =
a-p; (’E\) with a = b/ Zp; (’E\). Or, in the case of unidimensional labour ¢; € [0, 1]
and linear production functions w;¢;, p; (’E\) = w;, 6; = ¢(w;), and in particular
0; = aw; with a = b/nw where w = (1/n)Xw;, and 6; = (b/n)(w;/w).

However, a favoured interpretation of “according to ability to earn” consists
of associating with a level of expenditure b a notional labour L such that §; =
pi(L),with b = £ p;(L) = n-p(L). Labour L is a labour that, equally performed
by all individuals, provides the required amount. This contrasts with another
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equality, equal sharing 6, = b/n, which is what “ability to pay” intends to reject.
In particular, in the unidimensional linear case, 8; = w; L with0 < L < 1. Then,
b= nwL or L = b/nw. This is formally identical to the former solution, with
a = L. But number a has now been given a tangible meaning. Then, again, §; =
(b/n)(wi/w).

In the case where expenditure b provides equal additive benefits to all individ-
uals, that is, each individual receives value b/n, the whole scheme is redistributive.
Specifically, the net benefit of each individual is b/n — 0; = p(L) — p;(L), that
is, the net transfer #; of an ELIE with equalization labour k = L.

5.3. Benefit taxation, income, and distribution

5.3.1. The principle of benefit taxation

Benefit taxation is a priori neither based on income nor distributive. It is based
on individuals’ benefits from the public expenditures. If each individual paid the
value these services have for her, the expenditures and their financing would be
distributionally neutral. There often is, in fact, a surplus to be distributed because
the sum of the individuals’ willingnesses to pay for the services they receive from
these expenditures generally exceeds the cost covered by the taxes. When the
goods provided are public goods (collective consumption), this surplus sharing
is not a priori defined, but process-freedom suggests solving this question by a
“liberal social contract” (the taxes are the putative voluntary contributions in a
notional agreement among the directly concerned persons —see Chapter 3). These
taxes are to be seen as prices for the public services. They provision the budget
of the “allocation branch” of the public sector, while our present concern is the
conceptually distinct “distribution branch” (using Richard Musgrave’s terms).
These taxes, equal or closely related to users’ values of the uses of the public
services, have a priori no reason to be related to incomes. However, there can be
some relation between these values and incomes. Moreover, some expenditures
specifically aim at, or consist of, redistribution.

5.3.2. Income-related benefit taxation

Some public expenditures serve more people with low incomes or wealth. When
they are tailored for this purpose, they should be considered along with redistribu-
tive transfers to be discussed shortly. However, globally and on average, individuals
with higher income or wealth tend to benefit more from public services. They have
more wealth and activities directly or indirectly taking advantage of these services
or equipments. They have more property to protect, more cars or car trips using
public roads, more years in higher education for their children, more property in
firms benefiting from public research, on average more interest in museums or
subsidized art; public amenities are better in rich neighbourhoods than in poor
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ones; and so on. Hence, globally and on average, benefit taxation tends to be
positively related to income or wealth. Therefore, income could be taken, as a
rough proxy, as base for benefit taxation. However, this seems to tend to lead to an
approximately proportional tax, rather than to a progressive one. Yet, benefit from
public services or infrastructures often requires a minimum of complementary
private means: at least one car for using roads with private cars, at least a first
year in higher education, and so on. Hence, the value of the services provided by
a public service to an individual as a function of her income is, roughly, a linear
function above an income threshold (which a priori differs across services and can
be zero). Adding these values for each level of income for all public services yields
the overall tax schedule giving the individual’s tax as a function of her income.
This addition of these specific schedules which are linear above a threshold gives
a total schedule which is a concave and piecemeal linear function of income. That
is, this “benefit income tax” is progressive with sorts of income “brackets,” having
increasing constant rates from one to the next. This somehow resembles actual
income tax schedules.’

5.3.3. Collective gift-giving

Finally, benefit taxation is distributionally neutral by definition . . . except when the
expenditure consists of subsidies (or other aid) specifically aiming at a distributive
objective. Then, the “benefit,” apart from this aid, consists in this aid being desired
by a number of people beyond the recipients. The benefit tax is these persons’
contribution to the transfer. These persons want these transfers, for reasons of
altruism or of a sense of justice, and they pay for them. This could a priori be
achieved by private gifts, either direct or through charitable institutions. However,
there are two reasons for a realization by the public sector. One is that, commonly,
several (possibly many) givers want the situation of the same receivers to improve.
This is collective gift-giving.* Then, the recipients’ situation is a public good for
the possible givers.® It is, more specifically, a nonexcludable public good because
excluding could only mean hiding information about the improvement of the
receiver’s situation. This very particular kind of “exclusion” could not be used for
demanding payment since the person wants the aidee to be aided, not just knowing
how much she is. Moreover, this ignorance ipso facto undercuts the actual concern
and motivation to give. And if the corresponding voluntary gift then is forcefully
taken from the ignorant giver, this has to be done by a public sector because
there is no longer a conditional exchange. With information of the givers and

w

The remarks of this paragraph are developed in Kolm 1985a, Chapter 16.

For a full analysis and applications of collective gift-giving, see Kolm 1984a, 1985a, 1987¢,f,g,h, 1989c,
2000a.

The complex of possible motivations in giving and, in particular, in collective giving is analyzed in Kolm
1984a. This includes people particularly valuing their own giving for enhancing or maintaining their
self-image in their own eyes, norm following, imitation, and so on.

-~
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nonexclusion, the realization of this collective gift-giving again has to be enforced
by a public sector for the classical reason of avoiding the free riding of this public
good. Spontaneous, private sustainability of such an arrangement extending in
time, where each would give in order that the others continue to give —a classical
sequential game — is often jeopardized by the large number of participants, which
prevents retaliation to be specifically aimed at punishing a particular free rider
and requires coordinated punishing. Now, the most common situation is that of
individuals relatively selfish where each is ready to give only relatively little for
the receiver to receive some amount. This entails that the cogivers should be in
relatively large number. This also generally forbids direct agreements leading to
private contracts to jointly give to the recipients. Finally, in a large society, the
givers often do not know the needy recipients, and this very information would
also constitute a public good for the givers. Private charitable organizations can
help in this respect, but the optimality of their action is not guaranteed (it depends
on their motivations, on the structure of this “industry,” and on other factors).

6. THE PROBLEMS WITH INCENTIVE-LIMITED INCOME
EGALITARIANISM

Actual income egalitarianism is commonly presented as an ideal of income equal-
ity limited by the resulting disincentive effects. This view has been found to raise
a number of doubts and questions about its meaning, relevance, application,
truthfulness, and necessity. Since it appears to be widespread and central in many
conceptions, let us gather, complete, consider more closely, recapitulate, and sum-
marize the questions it raises.

Income egalitarianism is the view that income inequalities are prima facie
morally unjustified. This is the classical, standard view of the rather far left of
the political spectrum.® We will note, however, that this view is also often present
in many people’s minds, although as only part of their overall moral judgment
about distributive justice. Income egalitarianism is notably applied to earned
income. There, this view basically means that differences in earning capacities
do not prima facie constitute a good reason for differences in disposable income
or consumption. This is, for instance, the view of philosopher John Rawls. The
conclusion should be an equalization of incomes. However, if earned incomes are
equally redistributed, no labour for earning an income will be individually freely
supplied in a nonsmall society. “Individually” means short of a binding agreement
among workers, which may be excluded for practical reasons due to lack of means
of coercion or to difficulties of collective agreements among numerous agents.
Individuals freely working so that others also continue working later — a classical
repeated-game logic — is bound to not work either because of the large number

A more radical classical position objects to markets and favors reciprocities, giving, or Kropotkin’s “taking
from the heap” and adding to it, at least for satisfying parts of needs and desires (see the analyses in Kolm
1984a).
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of people: punishing individuals who do not work by not working cannot be
aimed at these specific “free riders” and would require agreement among many
“punishers” (an agreement which raises precisely the same difficulties as those it
intends to solve for the initially considered agreement).

A classical answer of the “authoritarian left” has been to impose labour supply.
From a requirement of equality, it will be equal labour. There will be equal labour
and equal pay (or equally redistributed pay). This situation, however, will generally
be Pareto inefficient because people have different preferences with respect to
labour, leisure, and consumption. Moreover, free labour supply may also be desired
or required for several possible reasons. Free labour supply can be a direct moral
requirement, as an application of act-freedom and basic rights. It can also be
required for the informational efficiency provided by the decentralized use of
information about individuals’ productive capacities and preferences as regards
labour and leisure. Free labour supply can also use the efficiency of motivation
and responsibility which is undercut by the fact that labour is required. Relatedly,
required labour cannot be monitored and controlled in detail, notably as concerns
intensity, effort, adaptation, initiative, and so on. In fact, it may finally just not be
actually possible to impose labour performed, either for practical reasons or as a
result of the social or political forces in society.

With free labour supply, a possible solution consists of withdrawing to only
partial equalization. The result roughly resembles actual practice. Scholars com-
monly explain this practice in this way, in holding that equalization is not stronger
so as to limit its disincentive effects — this view will shortly be objected to on sev-
eral grounds. Along this line, Rawls replaces an ideal equality by the inequality of
the maximin of his “difference principle” in order to use incentives to produce —
which also means reducing disincentives.”

These views, however, are problematic for the following reasons:

1) The disincentive effects are not so obvious, as it has already been suggested.
The income effect induces the high-income earners, whose income is reduced,
to work more, and they roughly are the more productive people. They may
even consider working more just for paying the tax. Moreover, price effects can
often be more or less manipulated in such a way that they induce higher labour.
For instance, if the distribution is polarized into relatively similar high incomes
and low incomes, respectively, then the price effect of transfers from high to
low incomes boosts the labour supply of the low-income earners when their
subsidy is an increasing function of income, and of high-income earners when
their tax is a decreasing function of income (for instance, an increasing function
of the gap between the income and a higher given level).® Note that the classical
income tax, an increasing function of each income, has the reverse effect, that

7 Rawls’ metric is not income but an index of “primary goods” one of which is income (see a discussion
in Chapter 16 and in Kolm 1996a, Chapter 8).
8 See also Chapter 13.
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is, a price effect inducing lower labour. This is also the case for subsidies of
“negative income taxes” or “income tax credits,” which augment low incomes
by a fraction of the gap to a higher level (a minimum guaranteed income is the
particular case where this gap is fully filled — thus inducing abstinence from any
work that would earn less than this level). However, these effects result from the
choice of the specific modalities of taxes based on income. In the end, the only
disincentive effect that is always unavoidable is that of the income effect for
people who receive subsidies. These generally are the individuals with the lowest
productive capacities, and hence the global effect is likely to be low. And even
this effect may not be manifested because of social reasons for working, habit,
and the organization of employment (which often offers full-time occupations
only).

2) Lower labour is higher leisure which people enjoy and choose. And free choice
(and Pareto efficiency) implies that people equally value both in the neighbour-
hood of their choice. Hence, a priori, lower labour cannot be regretted without
also rejoicing for higher leisure. Rejecting this view would constitute “work
ethics.” It might sometimes have some moral, psychological, or sociological
reason when applied to aid inducing an absence of labour (social integration
and responsibility, effect on the family, etc.). Yet, prima facie, it constitutes
problematic moralistic paternalism.

3) This shows that the drawback of the considered policies is Pareto inefficiency
rather than disincentive per se and the effect on output.

4) Pareto inefficiency is due to price effects. It is absent with lump-sum taxes
and subsidies. This is, in particular, the case of taxes and subsidies based on
the value of given productive capacities, whose reasons for macrojustice have
been shown, while the issue of knowing these values has been discussed in
Chapter 10.

5) Inparticular, since income egalitarians usually also admit that people who work
more are entitled to receiving compensation for doing so, the most faithful
implementation of their idea is not the equalization of earned incomes, but,
rather, ELIE with an equalization labour in the neighbourhood of the lowest
normal labour, as has been shown in Section 2. One consequence is that, as all
ELIE schemes, this one entails no wasteful and disincentive price effect and no
Pareto inefficiency.

6) Moreover, a less extreme and more common opinion feels that income egalitar-
ianism has part of the moral truth, but only part of it. It feels that self-ownership
also has some legitimacy. This more “centrist” and widely held view is the first
reason for the adoption of only partial income equalization. The desire to limit
disincentives (and also Pareto-inefficiency in the measure in which this is un-
derstood) is often present, as shown by the discussions about the rates of the
highest brackets of the income tax or about the possible labour disincentive
effects of subsidies to low-income earners. However, this is a secondary rea-
son compared with the ethical one for restraining redistribution. In addition,
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disincentive results from the chosen mode of realization of partial income
equalization, which is the partially equalizing redistribution of earned income.
This entails a degree of Pareto-inefficiency. That is, other possible solutions can
better satisfy everyone. This conclusion may be affected if people’s moral views
are integrated among their preferences along with their common —and notably
self-interested — economic concerns. But this inefficiency in fact disappears
when the conclusion noted in the previous paragraph is introduced.

7) Indeed, since the most appropriate conception of full income egalitarianism
is ELIE with an equalization labour in the neighbourhood of standard actual
labours, and full self-ownership amounts to an ELIE with zero equalization
labour, partial income equalitarianism making room for some self-ownership is
naturally realized by ELIE with a lower equalization labour. This is the standard
ELIE. It happens to create no disincentive and wasteful price effect and no
Pareto-inefficiency. It is full equalization of part of earned income, rather than
partial equalization of all earned income.

7. CONCLUSION

In the end, income egalitarians want income equality and believe that this ideal
has to be limited because of disincentive or incentive effects (with free labour
supply). However, most of them are also morally concerned by differences in
labour. Then, the best specification of their full ideal is an ELIE distribution with
an equalization labour close to the lowest normal full labour (k®). This scheme
entails no inefficiency-generating disincentive effects. Atany rate, the actual reason
for limiting income equalization is much less disincentive (and inefficiency) than
a compromise between the basic ethics of income egalitarianism and of self-
ownership. The classical principle of taxation according to “ability to pay,” which
is ability to earn for earned income, also leads to ELIE-like structures. And the
opposite, nonredistributive principle of “benefit taxation” de facto roughly leads
to taxation somewhat progressive with respect to income.

This kind of consideration of people’s moral views is required by the general
principle of endogenous social choice, which derives social-ethical solutions from
the opinions of individuals and society. However, this consideration should be full
and analytical, because popular views are not uncommonly unaware or mistaken
about the implication of their basic moral stance. The issue of income justice has
provided instances of this situation.

Since the full view of the most extreme income egalitarianism is best represented
by a particular ELIE distribution, more moderate global egalitarianisms naturally
correspond to ELIE distributions with lower equalization labours (the issue of
specific egalitarianism, demanding equality for several goods, will be discussed in
Chapter 16).” These positions can correspond to personal opinions or political

9 See also Kolm 1977a, 1996b.
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compromises, or to the social-ethical solutions discussed and derived in Part IV
of this study. Actually, an equalization of about half standard labour duration
corresponds to a very egalitarian — but realistic — position. The transition from
actual fiscal practices to the appropriate ones can be done through reforms of
the income tax, of the main subsidies supporting low incomes or earnings, and
of the financing of public expenditures in general. In particular, the base of the
income tax should shift from earned incomes to incomes that can be earned with
a given notional labour, and hence to earning capacities and wage rates properly
understood (see Chapter 10). The system of aids and supports should be similarly
modified, as described in Chapter 7. Then, when overall distribution is specifically
taken care of, particular public expenditures should be more financed through
specific benefit taxation, which can be more or less separated from or aggregated
to other taxes and subsidies. The strategy of fiscal improvement and reform in the
direction of the obtained structure will be precisely discussed in Chapter 27.
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General equal labour income equalization:
The model

1. THE GENERAL CASE

The formalization of labour and productivity set up in Chapter 8 permits the
precise presentation of the logic of the properties discussed in Chapter 7, in
cases more general than those where labour is representable by a quantity or
duration (possibly adjusted for differences in other characteristics) and output is
proportional to it, which were the focus of Chapter 9. This is the topic of the present
section, whereas Section 2 comes back to the case of unidimensional labour, but
with a general production function, a case which will find an application in the
treatment of involuntary unemployment in the next chapter.

1.1. The solution

Individuals in number # indexed by i each have a labour denoted as a set £; of
chosen characteristics. Individual i working ¢; earns p;(¢;), where p;() is her
production function. We have p;(0) = 0 (£; = 0 means that there is no labour:
its duration is zero and the other characteristics are undetermined).

The obtained distributive justice consists of the equal sharing of the rent-rights
in given productive capacities, that is, of the value of the production functions p; ().
The value of these functions consists of the fact that they yield both income for
labour and leisure for the labour necessary for obtaining a given output or income.
This distributive allocation can only be in terms of the goods considered in the
problem: income (or consumption goods) and leisure. Let us call back to mind
that income and the consumption bought with it amount to the same because of
the assumption of full process-freedom; and that individual leisure is the generally
multidimensional vector A = £ — ¢, where ¢ is the vector of parameters of labour
characteristics and ¢ the vector of their maximal levels, as defined in Chapter 8
(these maximums are the same for all individuals, and ifan individual cannot reach
the maximum for one characteristic, this is described as her production function
not increasing beyond this highest possible individual level: inability to work more

207
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is described as inability to earn more by working more; the maximum for each
characteristic will be at least as high as it is for each individual, but its exact level
will have no consequence). Moreover, individual i receiving an initial allocation of
leisure 41; means that she a priori yields the product of the corresponding labour
L — Mi.

Full process-freedom implies that each individual 7 is free to choose her labour
£; and receives the proceeds p;(¢;), given her initial distributive assets or liabilities.
This initial distributive allocation is a priori in the form of income 7; and leisure
w; for individual i. The rationality principle of identical treatment of identicals in
the relevant characteristics' yields the identity of the individual bundles (n;, u;),
say n; = n and u; = p for all i. Denote as k = 7 - w the labour corresponding
to leisure p. That is, individual i a priori transfers income p;(k) and receives
income 7, that is, receives the net transfer t; = n — p;(k), a receipt if 7; > 0 and
a payment of —7; if t; < 0.

Given this basis, individual i chooses to work ¢; and earns p;(¢;). Her final
disposableincomeis y; = p;(£;) + 7;.Since production has to equal consumption
in this closed economy, Xy; = ¥ p;(¢;). Therefore, Xt; = 0, or nn = X p;(k),
and hence n = (1/n)X p;(k) = p(k), and 1; = t; defined as t; = p(k) — p;(k).
Individual i ’s disposable income finally is

yi = pilti) + i = pi(€;) — pi(k) + p(k).

This constitutes an equal sharing of the possible products of the same labour
k, the equalization labour. In this general ELIE scheme, individual 7 yields her
equalization income p;(k) and receives the average equalization income p(k) =
(1/n)Xp;(k), that is, receives the net transfer

ti = p(k) — pi(k),

which is, for a public distribution, a subsidy if #; > 0 and a tax of —¢; if ; < 0.
The limiting case where, for all individual 7, k = p;(k) = p(k) = t; = 0 and
y; = pi(€;) is full self-ownership.
We have £t; = 0, and t; 2 0 according as p;(k) = p(k).

1.2. Properties

These transfers are also equivalent to each individual 7 yielding to each other the
fraction 1/n of her equalization income, since

ti = X%i(1/n)-pj(k) — (n—1)-(1/n)- p;(k).

This is the aspect of balanced reciprocity of the distribution.
Ifp;(k) < p(k), t; > 0, and, since p;(£;) > 0 for all £;, y; > 0 for all /;, and in

particular for £; = Owhere p; = Oand y; = y? = t;.If p;(k) < p(k),ifindividual

1 See Kolm 1971 [1998], Foreword, Section 5.
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i does not work she receives an unemployment income
y{ =t = p(k) — pi(k) > 0.

If p;(¢;) is the technical production function (see Chapter 8 and also
Chapter 13), there is no “involuntary unemployment” of individual i (at least
if one does not have p;(£;) = 0). Voluntary unemployment entails no Pareto in-
efficiency. If a workfare rule forbids that an individual receive an income when she
is voluntarily unemployed, an ELIE scheme obeys this rule only if p;(k) < p(k)
for no individual i, hence p;(k) > p(k) for all 7, and therefore p;(k) = p(k) for
all 7. This is satisfied by k = 0, and in general solely by this solution, which is full
self-ownership.

If pi(k) > Pp(k)andindividual i has no other resources, and hence is submitted
to the constraint y; > 0, she must choose a labour ¢; that satisfies

pi(£;) = pi(k) — p(k).

If each individual i has a right to idleness, that is, she should be able to choose
£; =0, then y; > 0 entails p;(k) < p(k) for all i, which implies p;(k) = p(k)
for all i. This is satisfied by k = 0, and in general only for this case, which is full
self-ownership.

Finally, denote p!" = maxy, p;(¢;) individual i s maximal earnings, and p” =
(1/n)% pI" the average maximal earnings, which is also the average maximal in-
come since incomes are earnings plus or minus the transfers of a balanced set. A
right of each individual to be able to have a disposable income of p™ implies that
there exist possible individual labours £} such that p; (¢}) + #; > p™ foralli. Since
Xt; = 0, this implies X p;(£7) > np™ = X p;”, and hence, p;(£}) = p;" for all i,
since p;(£7) < p;" for each i. Then, ; = p™ — p;” for each i, since we have both
ti > p" — pandhencet; — p" + p/" > O0foralli,and X(t; — p" + p/") =0
because Xt; =0 and X(p;" — p™) = 0. This is maximal earnings or income
equalization.

With full self-ownership, k = 0, individuals with p;(¢;) low for all £; have a
low income; and if, for two individuals i and j, p;(€) > p;(£) for all £ # 0, then
individual 7 ’s domain of choice of income and leisure includes that of individual
> and she is outcome-freer.

Note that the three conditions considered (workfare, idleness, and maximal
income) refer to hypothetical choices by the agents whose actual choices may be
different.

2. THE UNIDIMENSIONAL CASE

If¢; isunidimensional, p;(¢;) willbe nondecreasing (see Chapter 8). The condition
yi > Owrites p;(£;) > p;(k) — p(k) and requires £; > £/ defined by the equation

pi(€7) = pi(k) — p(k).
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Figure 12-1. The geometry of ELIE: general case.

This will generally determine a single level £7, positive if p;(k) > p(k). Then the
condition y; > 0 implies £; > £¢ with the necessary minimum labour £¢ > 0.

A “right to idleness,” or a “workfare rule” for voluntary unemployment, gener-
allyimplies k = 0 and full self-ownership, as in the general case just discussed. The
effects of full self-ownership on poverty and on inequality in outcome-freedom
are also as with the general multidimensional case.

Consider, moreover, that the variable £; isa duration oflabour, possibly adjusted
for the other chosen characteristics of labour as described in Chapter 8. Let us
choose the maximal labour as unit, and so £; denotes the laboured fraction of
time, with 0 < £; < 1. Then, A; = 1 — ¢; is the corresponding leisure.

If individual i chooses ¢; = 1, she obtains her maximal earnings p!" = p;(1)
and her maximal disposable income v; = p;(1) — p;(k) + p(k). We have p;(1) >
pi(k) and hence v; > 0. Moreover, Xv; = X p;(1), and hence, for the averages,
v =(1/n)Xv; = p(1) = D™, the average maximal income and earnings. Then,
v; 2 p(1) depending on p;(1) — p;(k) = p(1) — p(k).

If every individual has the right to be able to obtain average maximal income,
v; > P(1) for all i. Hence, v; = p(1) for all i since v = p(1). This implies p(1) —
p(k) = p;(1) — p;(k) for all 1, which is satisfied for k = 1, and in general for this
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level of k only. This is maximal earnings or income equalization. Thisis a particular
case of the more general one considered earlier (with the multidimensional case,
where the individuals explicitly choose the whole set of labour characteristics).

With maximal income equalization and k = 1, the minimal necessary labour
¢ satisfies p;(£?) = p;(1) — p(1). The higher the “final productivity” p;(1) —
pi(£) for given ¢, the higher £ is for given p(1). This corresponds to Dworkin’s
suggestion of the “slavery of the talented.” However, high “final productivity” tends
to be at odds with the standard tendency of decreasing returns in the individual’s
production — described by a concave function p;(£).

Finally, if, for two individuals i and j, one has p;(1) — p;(£) > p;(1) — p;(£)
for all £ such that 1 > ¢ > ¢7, then, with maximal income equalization with
pi" > 0, y; < y; for each given £ = ¢; = ¢; such that y; > 0, £; > ¢; for each
given y = y; = yj, such that 0 < y < (1), individual i s domain of free choice
of income and leisure is included in that of individual j, and she is “outcome less
free.”

Figure 12—1 shows all these cases. The axes respectively bear leisure A from
0 to 1, and hence labour £ from point L such that 0L = 1 and to the left, and
income (or consumption) y. Various curves representing individual production
functions or productivities p;(£), that is, earned incomes as a function of labour,
are drawn, as is the average productivity curve representing p(£). All these curves
pass through point L with £ = 0and p;(0) = p(0) = 0. Theyintersect the income
axis for the maximal earned incomes p;(1) and p(1). The point on this axis with
income p(1) is denoted as M. The average productivity curve p(£) runs from L
to M.

Individual 7 ’s income curve, describing her available income as a function of
her labour (or leisure) is the vertical translation by #; of her productivity curve,
since y; = p;(£) + t;. Then, t; = y/ is the ordinate of this curve for £ = 0(x = 1).
The ordinate for £ = 1(A = 0)isv; = p;(1) + . This curve intersects the leisure-
labour axis for £ = ¢7.

For £ = k, y; = p(k). Hence, all these curves pass through the same point K
of coordinates £ = k and y = p(k). This point is on the average productivity
curve. For full self-ownership, it is in L (¢ = 0, A = 1). For maximal income
equalization, itisin M (£ = 1, A = 0).

All the previous discussions can be presented with Figure 12—1.
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Involuntary unemployment

1. THE ESSENCE OF THE QUESTION

An individual may face a situation of the labour market where she cannot work
more than a certain level. If this level is zero, she is fully involuntarily unemployed.
If not, and if she accepts this level and would like to work more, she is in partial
involuntary unemployment. This partial unemployment can affect any of the
productive characteristics of labour: duration, level of qualification, intensity, etc.
This can also be manifested as a limit on the sales of the product of labour (no
buyer, or other quantitative or qualitative limits).

The ELIE distribution distributes the value of individuals’ earning capacities
due to their productive capacities. The noted constraints affect these earnings
capacities: ifthe labour proposed by the worker exceeds the constraint, the earnings
are limited to those obtained by the accepted and actually performed labour,
defined by the constraint (these labour and earnings may be zero). Hence, earnings
as a function of actual labour are not defined for labours beyond the limit, and
earnings as a function of proposed labour present this threshold at the earning
level of the highest possible labour. This constraint limits the individual’s earning
capacities, and itisimposed on the individual. Therefore, it should be incorporated
in an ELIE distribution. However, the individuals’ production functions used in
ELIE theory give each individual’s earnings as a function of her labour for all
labours, and they are nondecreasing functions of the productive characteristics
of labour. The solution consists in considering production functions giving the
individual’s earnings as a function of the labour she proposes (“labour supply”)
rather than of the labour she actually performs when they differ. This description
amounts to assimilating not being able to work more with not being able to earn
more by working —which leads an individual working for money not to work more.

One of the results that will be obtained, for labour representable by the adequate
unidimensional quantity (see Chapter 8), is that a person involuntarily unemployed
with a labour lower than the equalization labour obtains a disposable income equal

212
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to the average equalization income. This holds in particular if this person is fully
involuntarily unemployed. Therefore, this complete involuntary unemployment
amounts to the case where the person’s production function has value zero: there
is no difference, in the end, whether the impossibility to obtain an income is
due to the productive capacities (as valued by the market) or to the constraint of
the market; someone who cannot sell her labour or its product is equally aided,
regardless of the reason for this impossibility. Moreover, in the case of partial
unemployment, if the person chooses to work less than the labour available, her
income decreases by the amount of the loss of output. Hence, the ELIFE aid induces
no wasteful disincentive.

However, as Section 2 will remind us, this ELIE treatment will only apply to
residual involuntary unemployment, after its reduction by full process-freedom
and the overall distributive policy which undercut wage rigidities that cause it, and
by macroeconomic and educational policies, and given unemployment insurance.
Section 3 then defines the basic concepts of the real and technical individual
production functions. The corresponding application of ELIE is presented in
Section 4, and Section 5 presents its various properties.

2. INVOLUNTARY UNEMPLOYMENT POLICIES

However, before considering the application of ELIE to involuntary unemploy-
ment, one must consider whether this problem will reach the application of this
scheme with the correct overall policy. Indeed, other aspects of the optimization
tend to restrict involuntary unemployment, its causes, or its effects.

Process-freedom promotes perfect markets, and hence the decrease or disap-
pearance of a number of microeconomic causes of the price or wage rigidities
or mark-ups that underlie and cause involuntary unemployment. This refers to
both noncompetitive practices in markets and notably labour markets, and to
public actions such as minimum wage laws or various taxes based on the wage
bill. Market or official downward wage rigidities aim at sustaining wage earners’
income. Their intention is distributive, and effects of wage levels can concern
overall distribution. Now, ELIE aims at achieving global distributive justice. In
particular, it has been shown in Chapter 7 that everyone gains from replacing
minimal wage rules or laws by a standard ELIE scheme. Hence, a role of ELIE is
to replace such market rigidities or public measures as means of distribution, and
this replacement suppresses the induced involuntary unemployment.

Moreover, the effects of involuntary unemployment on individuals can a priori
be taken care of by unemployment insurance, a specific remedy.

Finally, it is not superfluous to recall that reducing involuntary unemployment
isan aim ofa number of policies: macroeconomic policy to begin with, and specific
policies concerning the labour market and education.
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However, residual involuntary unemployment can be incorporated in the treat-
ment of productive inequalities by ELIE, as indicated in this chapter.

3. REAL AND TECHNICAL PRODUCTION FUNCTIONS

The real production function of an individual describes the income this individual
can obtain for each of her possible labour proposals. The technical production
function of the individual is this function when there is no involuntary unemploy-
ment for this individual. In the former case, if the individual’s labour proposal
exceeds the labour demanded by employers or buyers of labour’s products, for any
productive characteristic of her labour, actual labour is this demand and income
is the corresponding pay.

We have noticed that income is the relevant output as a result of process-
freedom. Involuntary unemployment can affect any of the productive character-
istics of labour (duration, intensity, qualification level). Involuntary unemploy-
ment can be complete, and in this case, the individual’s real production function
consists of a zero income for all labours. When the constraints on labour are
those that can create partial involuntary unemployment, the individual can freely
choose to work less, and then she is not actually involuntarily unemployed (this
can happen with any of the productive characteristics of labour, and the situation
can be different for various characteristics).

Formally, let £ denote the labour of an individual, and P(¢) her technical
production function.

Consider, first, the case of unidimensional labour (see Chapter 8). A particular
possible form of P(£) is the linear one: P(£) = w¥{, and £ generally is labour
duration. If there can be involuntary unemployment, denote as 7 the highest
labour available for the individual. If ¢ denotes the individual’s actual labour,
¢<7.If7=0, the involuntary unemployment is complete. If ¢ = 7 and the
individual would like to work £/ > ¢, there is involuntary unemployment.!

The “real product10n function” then is defined as p(ﬂ) = P¥) fort < 7 and
pl) =P ) for ¢ > 7. That i  is, p(£) = min [P (L), P(E)] The real production
function is the truncation at £ (and P(£ )) of the technical production function.
Then, of course, £ = ¢ describes labour proposed by the worker. Figure 13—1 shows
the technical production function P(¢), the added unemployment constraint
¢ <7, and the resulting real production function p(¥¢).

Consider now the case of multidimensional labour, £ = {£/}, where j denotes
a productive characteristic of labour and £/ its level. The labour constraints are
Ej <7  (this can be assumed for all j, given that this constraint cannot be effective
if 7 > 7 — the max1mum, see Chapter 8), denoted as ¢ < Cifl = {ZJ} Then,
denote ¢/ = ¢7 if¢7 < Ciand ¢/ =77 if ] > ZJ that is, EJ’ = min(¢/, ZJ) and

! We assume here individuals working for income. Hence, an individual would not want to work more if
this does not give her higher earnings.
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Figure 13-1. The two production functions.

0 = {¢V}. If P(¢) again denotes the technical proguction function, the real pro-
duction function is p(£) = P({£’). Then, if ¢7 > ¢, the proposed level £7 is not
used and actual labour only has the level ¢’ of this characteristic.?

For complete involuntary unemployment, ¢ =0 (that is, the corresponding
labour duration is zero), and hence, for all £, £’ = 0 and p(£) = 0.

4, ELIE

Then, ELIE applies with the individual i’s real production functions p;(¢;). If k
denotes the equalization labour and p(k) = (1/n) X p;(k), individual i receives
the net transfer ; = p(k) — p;(k), a subsidy if > 0 and a tax of —¢; if ; < 0,
and her disposable income becomes

yi = pi(£;) — pi(k) + p(k).

If there is complete involuntary unemployment for individual i, p;(¢;) =
pi(k) = 0and y; = p(k).

First, consider the case of unidimensional labour. The constraint on labour is
l; < Zi. If k > Z, pi(k) = p; (Zi) from the definition of p;. If there is involun-
tary unemployment (partial if Z > 0), then ¢; = Zl-. Then, p;(¢;) = p; (Zl-), and
therefore, y; = p(k), the announced result.

2 Constraints on labour associating several productive characteristics of labour with possible substitutions
(or complementarities) can be found, but they do not seem to constitute a sufficiently widespread
phenomenon to deserve explicit consideration here (where the topic is macrojustice).
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Figure 13-2. Unemployment ELIE.

I~f, moreover, the individual chooses to work ¢; < Z, < k, then y; = p;(¢;) —
pi(€;) + p(k). Hence, her income diminishes by p;(£;) — p;(¢;) from the case
where she works ¢;, which is the loss in output. Therefore, this application of
ELIE entails no waste-generating disincentive.

Figure 13-2 represents various possibilities.

Consider now the case of multidimensional labour. A productive charac-
teristic is dsnotecl~ as j, and the ¢;, £; and k are now vectors (’)f'their levels:
¢ = {€]},¢; = {¢]}j,and k = {k}. For actual labour, ¢ < ¢].1f¢] < k/ forall
7, pi(k) = p;i(¢;) from the definition of the real production function p;. If, then,
individual i is involuntarily unemployed with regard to all productive characteris-
tics, £; = £;,and p;(¢;) = p;(£;). Inthis situation, p;(¢;) = p;(k)and y; = p(k):
the individual’s disposable income is the average equalization income. If individ-
ual i chooses to work ¢! < ¢/ for some productive characteristics j, her income
loses the full output lost from the previous case. Hence, this subsidy entails no
waste-generating disincentive.
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5. PROPERTIES

The properties of ELIE shown with general production functions in Chapter 12
apply with the real production functions. They thus need not be repeated here. The
only particularities come from the constant-income parts of the real production
functions, for labours higher than the constraints leading to involuntary unem-
ployment (in any productive characteristics of labour). For example, talented
people whose employment is sufficiently restricted face no necessary labour and
in particular, in the theoretical case of very high equalization labour k, no “slavery”
and exhaustion or starvation. _

The only new parameter added consists of the labour constraint ¢; < ¢; (pos-
sibly multidimensional). For the sake of simplicity, let us only discuss the unidi-
mensional case (similar phenomena will occur in the multidimensional case).
The properties that are shown can fruitfully be considered geometrically in
Figure 13-2.

When Zi > k, then p;(k) = P;(k) and Z,- affects neither p(k) nor, for any in-
dividual, #', t; = p(k) — pi(k), and this holds, in particular, for .

When ¢; < k, then p;(k) = P;(¢;) and p;(k), P(k) and t, for all i’ depend on
Zi. In particular,

ti = (1/n)Zizi pir(k) — [1 = (1/n)] pi(k).

Hence, for a given increasing technical production function P;(¢;), p;(k) = P;(¢;)
varies as Zi ,and therefore t; increases when Zi decreases. With regard to justice, this
constitutes a compensation for the loss in possibilities entailed by the decrease of
Z. The result, however, is that y; foreach given ¢; < Z,- increases when Zi decreases,
and this holds in particular for y; = ¢; for £; = 0. Similglrly, yi = 0or pi(¢;) +
>0 wrNites ;>0 if Ei(ﬁf) + t; = 0. We have £ < £;, and when £¢7 > 0, £}
varies as £; does: alower ¢; entails a lower minimal necessary labour. In particular,
when ¢; decreases, an individual can pass from the necessity of a minimal labour
(£¢ > 0) to the possibility of choosing voluntary unemployment with an income
(t; > 0). An individual submitted to a labour constraint who chooses to work less
benefits from this constraint becoming more stringent (the transfer compensates
for restrictions in possibilities independently of the individual’s choice).

*

In the end, involuntary unemployment should be treated by a number of measures
some of which are implied by process-freedom, but the residual can be included
within the ELIE policy with the defined real production functions of labour. There
results that involuntarily unemployed individuals have a disposable income equal
to the average equalization income if their unemployment is complete or, if it is
partial, when it does not exceed the equalization labour.
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Comparison: General issues

1. INTRODUCTION

The obtained result — namely, the distinction of macrojustice, social freedom, the
ELIE distributive scheme and, in the next part, the degree of redistribution — is
derived from endogenous social choice and unanimity, along with facts and basic
rationality. This result is thus obtained deductively rather than comparatively. It
does not see itself as some “preferred solution.” It derives from the observation
of people’s well-considered preferences, rather than from some moral preference
of some exogenous “ethical observer” (except if she chooses to respectfully rely
on people’s own appropriate preferences). In particular, the ELIE distributive
scheme so results from unanimity and the corresponding efficiency, and from
social freedom and the classical basic rights which, at any rate, constitute the
basis of modern constitutions and — one can say — modern social ethics. This
constitutes its reason and justification. However, and as a consequence, it presents
a number of specific (and remarkable) properties which have, in themselves,
ethical meaningfulness or practical value. Yet, a number of other distributive
schemes are applied or proposed by scholars or policy makers. Some are relevant
for issues in microjustice or mesojustice, rather than in the field of macrojustice.
However, others are applied or proposed definitely for the question of macrojustice
or for occupying its field. It is probably interesting to compare these solutions and
schemes to the obtained one, both for enlightening the logic of the question in
providing comparisons, frame, and possibly alternatives, and for choosing actual
policies.

These comparisons are performed at three levels in this volume. First, the most
closely relevant comparisons are proposed alongside the discussions of the result.
For instance, income taxation has been considered with income egalitarianism
in Chapter 11, and with the welfarist “optimum income taxation” theory in
Chapter 10 a propos of the issue of information. Classical liberalisms and other
liberty-based ethics have been considered with social freedom and basic rights in
Chapters 3 and 4. Proposals for sharing nonhuman natural resources have been
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discussed (Chapter 5). Second, the present Part III proposes the general relevant
terms of comparisons, and specific comparisons with various schemes of aid to
the poorest and with main specific egalitarian philosophies (such as those of John
Rawls, Ronald Dworkin, and Michael Walzer). Finally, Part V of this study includes
comparisons of the obtained results with the various social ethics that have been
and can be proposed within the view of society developed by economics. This
is done within an overall presentation of the essence of economics’ social ethics,
which may have an interest in itself and, although it is as short as possible, is nev-
ertheless somewhat bulky. For these reasons, this presentation has been relegated
in a separate and last part, after Part IV, which discusses the choice of the degree
of redistribution that completes the presentation of the result.! In contrast, the
presentation of the general practical terms of the comparisons, and of the compar-
isons with distributive schemes and philosophies, are shorter and show proper-
ties, illustrations, and issues of application which probably helpfully complement
and enlighten the previous theoretical derivation and discussion. The present
Part III thus proposes, in three chapters, the practical properties relevant for the
comparison (Chapter 14), the comparison with practical redistributive schemes
(Chapter 15), and the comparison with main modern egalitarian philosophies
(Chapter 16).

The main issues of the comparisons are set out in this chapter. First, the main
features of ELIE schemes are noted in Section 2. They include rationality, eth-
ical meaningfulness with varied meanings, efficiency, clarity, financial balance,
simplicity, availability of information, and rights to resources. The types of redis-
tributive schemes available for comparison will then be pointed out in Section 3.
They are the actual tax systems, reform proposals, welfarist optimum taxation,
philosophers’ proposals, and schemes of social transfers. Finally, the main terms
of the comparisons are presented in Section 4, including rationale and objective,
base of tax or subsidy, financial balance and comprehensiveness, incentives and
disincentives, efficiency and inefficiency, availability of the required information,
practical realizability, understandability, acceptability, and “psychosocial” effects.

2. PROPERTIES OF ELIE

Let us first call to mind the essential properties of ELIE, which are explicitly or
implicitly presented in the foregoing chapters.

2.1. Rationality

ELIE has been derived by deduction from endogenous social choice and unanim-
ity applied to the issue of macrojustice, which first leads to social freedom and the

' The comparison with various proposals emanating from economics was demanded by practically all the
economist readers of a first version, which did not include Part V.
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constitutional basic rights. It is not the offspring of intuition discovering optimal-
ity out of thin air. It is not proposed for its intrinsic properties. These properties
happen to be the consequence of the deductive exercise. In particular, ELIE is not
proposed for a couple of properties in forgetting about other aspects, as is the
case of many reformers’ proposals. Finally, ELIE is not the battered result of the
cumulative historical hazards of the life of a country — as actual public finance
schemes are. The resulting properties of ELIE, however, can also be appreciated
in themselves. This, at least, would satisfy a most common metaethical view that
says that both basic principles and consequences have to be directly and jointly
considered in judging a reccommendation.?

2.2. Ethical meaningfulness

ELIE has a number of remarkable ethical meanings, which are different although
logically equivalent. The deepest probably is its resulting from consensus applied
to macrojustice and hence from social freedom and basic rights. Yet, its direct
ethical meanings are no less interesting. They relate to global fairness and to
reciprocity and have been presented and discussed in Chapters 7, 9, and 12: equal
process-freedom and equal basic allocation; from each according to her capacities
and to each equally; equal (partial) self-ownership; equal sharing of an equal share
of productive capacity rents; reward according to desert for an equal labour and
to merit for the rest; for the equalization labour, equal pay for equal work, equal
average wage, or from each equally in labour and to each equally in money; from or
to each according to the gap between her capacities and the average; general bilateral
balanced labour reciprocity; from each, to each other, the product of the same labour,
or according to her capacities; and from each, to each less productive other, according to
their productivity gap; compensating lower productivity by a proportionately higher
transfer.

Moreover, ELIE implements fundamental rights: not only the classical basic
rights but, more directly, rights in the given resources of society. Therefore, even
though it turns out to help people with low earning capacities, its basic rationale is
not assistance, charity, or grants. It thus does not have the common corresponding
effects on the receiver’s dignity and dependency (or at least sentiments of it).
ELIE does not even result from rights to assistance, welfare, or the satisfaction of
needs, which can in part also entail such negative effects. Rather, ELIE’s moral
references are justice, equality, equal labour reciprocity, freedom, and rights to
given resources.

The actual or notional convergence of the views of the members of a society
about the degree of distribution (the equalization labour) will be the topic of
Part IV.

2 Interactive adjustment between a principle and its consequences is the topic of Plato’s “dialectics” in The
Republic. When the consequences are specific examples of application — rather than general properties,

>«

as is the case here —, this becomes Rawls’ “reflective equilibrium.”
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2.3. Clarity

ELIE schemes are particularly clear not only in meanings and form (see the former
and following paragraphs), but also in intention and function. In this sense, it has
both “intrinsic” — formal and semantic — and “extrinsic” clarity. ELIE constitutes
a distributive scheme, often for application by public finances and budgets. Then,
it is distinguished from the functions of the budget other than distribution, es-
sentially its “allocative” function for financing public or publicly produced goods,
optimizing externalities, and so on (there also is a macroeconomic “stabilization”
function, but this can also be related to “allocation” because it constitutes indi-
rect means for dealing with the “market failures” that cause the macroeconomic
problems). That is, ELIE is the main rule for what Richard Musgrave (1959) calls
the “distributive branch” of public finances. ELIE has only one objective: global
(overall) distributive justice. It does not try to realize several things at once, as do
present-day taxes or subsidies which mix rationales of macro and micro distribu-
tive justice, economic allocation, efficiency, stabilization, and so on, with much
confusion, double counting, omissions, and ad hoc arguments, and, as a conse-
quence, an impossibility of serious optimization. In the end, of course, ELIE has
to be superimposed with the realizations of the other functions of the budget —
allocation and the financing of public or publicly produced goods, and stabiliza-
tion. In this synthesis, taxes and subsidies can be algebraically added and solely the
result be presented to each individual, or the taxes and subsidies realizing various
functions can be separated, or the payments can be global with the indication of
how it results from the various functions. Clarity, honesty, and democracy require
that the citizens know the reasons for their taxes and hence are shown the separa-
tion and the various reasons as precisely as possible. Yet, as a relatively secondary
point, simplicity in realization leads one to favor having to write or receiving a
single paycheck in the end.

2.4. Financial balance

ELIE schemes are financially balanced. Receipts equal expenditures. This is nec-
essary for the distributive objective not to interfere with other considerations —
which would have been introduced by the financing of a deficit or the use of a
surplus. This balance makes a difference with distributive schemes that consider
solely the structure of taxes — notably the income tax — or solely subsidies without
considering their financing — notably for aids to low-income earners (or proposal
to grant the same “universal basic income” to everyone).

2.5. Simplicity

The structure of ELIE, and still more of the particular case EDIE, are particu-
larly simple. Indeed, one probably cannot find a simpler distributive scheme (full
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self-ownership and maximal income equalization are particular cases). A “univer-
sal basic income” is simpler in itself, but not if one considers the financing of the
scheme. Equalization of a given fraction of actual incomes would not be simpler
and would raise other problems such as inefficiency. This simplicity is a notable
virtue for the understanding of the rule by the general citizenry — a condition
for democracy, honesty, and acceptance by the people. It also is an important
advantage for implementation (if we neglect lower employment for tax officials
and fiscal experts and lawyers!).

2.6. Efficiency

ELIE schemes are Pareto efficient because they are based on inelastic items: in-
dividual’s given productivities. In Chapter 10, we saw that elasticities that might
be introduced through the estimation of the base can, in most cases, raise only
minor and secondary issues (which are present with all non- per capita taxes or
grants, not to mention the effects of elastic bases).

2.7. Information

The issue of information has been the specific topic of Chapter 10.?

3. THE VARIOUS DISTRIBUTIVE SCHEMES

The distributive schemes that have to be considered for comparison have the
various following natures:

1. Actual taxes and aids, notably those used with an intent of global redistribution,
such as the income tax and similar taxes, which can be more or less progressive.

2. Reform proposals that propose moderate changes in the actual tax schemes —
rather than drastically different alternatives.

3. The welfarist “optimum taxation” proposed by economists, either based on
payment or income (Kolm 1969b, 1970b, for microjustice; Mirrlees 1971,
for the income tax) or based on wage rates and the value of productivities
(with “practical justice” — maximin or leximin in interpersonally comparable
“fundamental utility” — in Kolm 1974).

4. Philosophers’ proposals, notably those of income egalitarians such as Rawls,
Dworkin, or Walzer, or classical process liberalism represented by Nozick
(see also Kolm 1985a, with, notably, “liberal social contracts” and the theory

Moreover, a number of formal properties of ELIE schemes have been pointed out and studied in the
various early analyses from 1966 to 1996 and 1997 (see Appendix A of Chapter 25). See also note 11
of Chapter 9. Fran¢ois Maniquet (1998a, 1998b) pointed out a set of formal properties that imply the
allocation resulting from individuals’ choices under an EDIE distribution. These properties can thus
constitute “axioms” for this distribution. But this is not the social freedom considered here.
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of liberal public economics). Facing these two polar types of “nonwelfarist”
individualistic social ethics are the “welfarist” ones, used by both philosophers
and economists, including “practical justice” (with ordinal preferences), the
variety of utilitarianisms,* and the general maximization of so-called “social
welfare.”

5. Particular proposals or realizations for social transfers, notably for alleviat-
ing poverty, such as various schemes of aid, the negative income tax or “in-
come tax credit,” or the “universal basic income” (give the same amount
to everyone without condition). These schemes have a particular focus and
style of their own, although a “negative income tax” can result from opti-
mum income taxation and the universal basic income has sometimes been
defended on philosophical grounds (for instance, by Philippe van Parijs 1990,
1995).

6. Finally, the obtained result can more generally be systematically compared on
any ground with all distributive proposals, as is shown in Part V of this study.
Some principles are particular cases of the obtained result, such as classical
process liberalism and full self-ownership (including Marx’s theory of exploita-
tion), income egalitarianisms, and the determination of social maximands pro-
posed in Part IV. Liberalism can be compared with other liberty-based visions,
such as Hayek’s spontaneous order, Buchanan’s constitutional public choice,
or Rothbart’s libertarianism. The obtained result can be situated within the
general theory of distributive criteria, which apply an interpersonally compar-
ative structure on the relevant “substance,” such as freedom, means, income,
goods, preference, and happiness or satisfaction. This issue leads notably to the
comparisons of freedoms, which are either social freedom or freedom a priori
defined by domains of choice, and of happiness or preferences. Freedom-based
principles can take the form of equality of opportunity, and allocation accord-
ing to desert, merit, or responsibility. The satisfaction of basic needs and the
formation of capacities can be essential policies, in the fields of microjustice
and mesojustice, which may however be superseded by the proper overall dis-
tributive justice securing incomes that informed individuals are free to spend
for satisfying their needs as they see them. Finally, possible incompatibilities
of valuable properties lead to theories of second-best optimality and justice.
This can in particular happen, for various reasons, as concerns relevant equal-
ities and Pareto efficiency. Among the methods of solution is the theory of
“equivalence” presented at the end of Part V.

4. ISSUES: THE TERMS OF THE COMPARISON

The relevant topics for the comparisons belong to a number of different categories.

* Including “metaphorical utilitarianisms” or “utilitaromorphism” (see Kolm 1996a, Chapter 15).
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4.1. General structure

A practical policy, notably a distributive policy, is a set of four elements: a fool,
which is a function of a base through a rule, for implementing some objective.
The tool can, in particular, consist of transfers of incomes, or goods or services
taken or handed out. The best tool, base, and rule are in principle determined by
the objective, given the possibilities as concerns practicalities, information, and
social and political life. There may be a unique objective, or several ones, or a
main one with secondary concerns. The four elements of the policy conflate in
“direct” policies, such as transfers to alleviate poverty, provide a basic income, or
diminish some income inequality.

4.2. Rationale and objective

A distributive scheme may have various rationales and objectives. For instance, it
may aim at:

— Respecting rights, notably basic rights.

— Alleviating poverty.

— Satistying basic needs.

— Achieving equality in something, notably in resource allocation, incomes,
amounts of more or less specific goods or services, satisfaction, the satisfaction
of basic needs, basic or other rights, process- and means-freedoms, or freedom
of choice.

— Maximizing “social welfare.”

— Maximizing social income (an objective related to classical principles of com-
pensation or of the “surplus”).

— Securing or maximizing freedom.

— Securing or maximizing social efficiency.

These various objectives sometimes only constitute different perspectives or spec-
ifications (for instance, the satisfaction of basic needs may specify the alleviation of
poverty or be included in extended basic rights, and there are several possible types
of freedoms). They have basic common points, such as the existence of an explicit
or implicit ideal equality or their individualism (with a possible qualification for
“social welfare”). They also sometimes have crucial basic differences, such as an
emphasis on, or an ultimate reference to, general happiness or welfare, types of
freedom, or various means or types of consumption (the difference between con-
ceptions of “direct” justice will be revealed by the items that should ideally be equal-
ized).> Moreover, a measure or principle can have jointly several objectives which
can be related in various ways. This includes the various aims usually considered

> Direct justice is opposed to indirect or derived justice that is implied by another objective such as direct
justice about other items or some properly social or collective aim (see Kolm 1996a, Chapter 1).
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for actual fiscal measures and the various qualities of a policy or principle. Fi-
nally, these rationales or objectives often raise theoretical and practical issues of
definition, comparison, often the definition of a metric, or actual measurement —
such as for welfare, freedom, need, and so on.

4.3. The base of the policy, notably of taxes and subsidies

This base can, for instance, be income (notably earned income), capacities or
their market values (wage rates), specific consumption, or needs (for subsidies).
The distributive base can be the item whose ideal equality is sought after (that
is, the equalizand, and the scheme then is a “directly” equalizing redistribution).
This can, for example, occur for income or for the part of rent-rights in capacities
that is measured in income (see Chapter 9). The distribution may, however, not
be fully equalizing, because this would excessively violate some other relevant
criterion, such as Pareto efficiency or when striking a balance between equalization
of earnings and self-ownership. In other cases, the base of the measure is not the
final objective (for instance, the objective may refer to welfare or needs and the
base to income). This includes cases of “indirect” or “derived” justice. The rule has
to be determined accordingly, and this optimization should also include the choice
of the base. Issues of “second-best justice” are then often raised.

4.4. Financial balance and comprehensiveness

A distributive scheme may or may not be financially balanced. When it is not,
it generally considers solely (or mostly) receipts or expenditures. For instance,
consideration of tax progressivity considers solely fiscal receipts. On the con-
trary, assistance schemes consider only subsidy transfers, which are part of public
expenditures. Schemes of “negative income taxes” or “income tax credit” focus
on subsidies, but they relate to the resource side in presenting themselves as an
extension of (positive) income taxation. ELIE schemes are financially balanced.
The welfarist “optimum income taxation” of some models also are, but there is
a major difference. These latter models consider the assumption of balance to be
an imperfection of the model, retained for the purpose of simplification. Indeed,
they have no other theory of how to (optimally) finance general public services,
goods, and expenditures. By contrast, the balance of ELIE schemes is an actual
virtue because their only objective is distribution: they leave the financing of other
expenditures to the computation of the “allocation branch,” prima facieaccording
to benefit taxation (more precisely, the theory of the liberal social contract). The
issue of financing is sometimes crucial. For instance, as direct computation shows,
schemes of universal basic incomes are unbearably costly if they want this income
to be sufficient for the poorest, and they let the poor starve if the overall cost is an
actual possibility.
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4.5. Incentives and disincentives

The disincentive effects of distributive schemes constitute one of their most dis-
cussed properties. They can occur both for taxes and for subsidies. The most
commonly considered are the disincentive effects on labour. It is very widely ex-
pressed that the main drawback of distributive or redistributive schemes are their
disincentive effects leading to lower labour and output. As a scholarly example, the
reason for Rawls’ “difference principle” is the disincentive effect of distribution,
notably on high-income earners. This view, however, has to be strongly qualified
and the question should be closely considered. The obvious image is that no labour
for an income will be freely provided if earnings are equally redistributed among
a nonsmall number of persons. However, even this view should be made precise,
as it has already been alluded to. In the stated conditions, people have an interest
in agreeing among themselves so as to provide some work and generate some
income. Yet, this agreement may be prevented by transaction costs if the number
of people who should agree is too high. If the agreement is made, it may have to be
binding. And institutions or practical means for this coercion may not be avail-
able. However, in an ongoing process, voluntary labour can be provided by the
fear that others stop working if one does. Yet, the large number of participants can
make this “repeated game” solution unavailable. Indeed, a free-riding individual
may not even be noticed and hence may not elicit others’ retaliation; retaliation
affects all others and not a specific free rider; and a single individual’s retaliation
may have no actual effect, and so efficient retaliation itself requires coordination
among rather numerous individuals, which raises the initial difficulty. However,
Chapter 11 showed that the common conception of income egalitarians is in fact
richer than just income equality and that, as a result, it leads to a very different
solution with almost equality in incomes and social efficiency in the relevant ELIE
scheme.

Moreover, lower labour is higher leisure, which the individuals commonly
appreciate and which they freely choose when they choose to work less. This free
choice implies that they prefer this extra leisure to the output that this foregone
labour would produce. Hence, what is relevant is a priori more Pareto inefficiency
than lower output. However, since labour and output are often considered, let us
focus on them. We consider, as usual, the case where there is free labour supply
(this is shortly discussed). The traditional distinction between the price effect and
the income effect of a tax or a subsidy is relevant here. Price effects exist only when
the base is elastic. Price effects, and not income effects, are responsible for Pareto
inefficiency. ELIE schemes, based on a notional given income and on the values of
given productive capacities, induce no price effect and only have income effects.
Therefore, they induce no Pareto inefficiency.

Through income effects, taxes induce a higher labour supply if leisure is a
“normal” good and a lower one otherwise, and subsidies have the reverse effect.
In the common case, leisure is a normal good. Then, through income effects, taxes
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tend to augment labour and output (people work more in order to compensate,
atleast in part, the income loss due to the tax, and perhaps to pay the tax). And the
income effects of a redistribution from more productive people to less productive
ones induce more of the highly valued labour of the more productive and less
of the less valued labour of the less productive. These are all the effects of ELIE
schemes.

The price effect of taxes and subsidies on labour and output depend on the
specific modalities. Through this effect, a tax will induce higher labour and output
ifit is a decreasing function of these variables, for instance an increasing function
of their gap to a given higher level. And a subsidy will have the same effect if
it is an increasing function of labour or income. Hence, as already noted, if the
income distribution is polarized with high and low levels, a redistribution from
high to low can be performed in this way in increasing everybody’s labour and
earned income, and hence social output, through this price effect. Then, the
only remaining disincentive effect of a redistribution is the income effect on
the subsidy side, and it only affects the poorer people. However, if the income
distribution is more continuous, a problem is raised by the link between the noted
tax and subsidy schemes, with, necessarily, disincentive price effects somewhere in
between. Of course, taxes increasing with income and subsidies decreasing when
income increase have a disincentive price effect which can be more or less intense.
For a subsidy, the worse is a guaranteed income, and schemes of “negative income
tax” or “income tax credit” aim at limiting the discontinuity and the intensity of
this effect.

These effects assume a free labour supply. This freedom can be a direct moral
requirement, as an application of act-freedom. Free labour supply may also be a
requirement for the efficient decentralization of the use of information about peo-
ple’s productive capacities and preferences between labour, leisure, and income.
This informational advantage of free labour supply is reinforced by its permitting
motivations of responsibility or favouring innovation. It may also just not be ac-
tually possible to impose labour performed, either for practical reasons or as a
result of the social or political forces in society. It should also be added that the
poorest’s labour may be desired, as a matter of policy, for reasons such as social
integration or participation, mental balance, family stability, and so on.°

4.6. Efficiency, inefficiency

We just recalled that the price effect of taxes or subsidies with elastic bases create
Pareto inefficiencies. ELIE schemes introduce no Pareto inefficiency since their
base is inelastic. Pareto inefficiency means that there exist other possible social
states preferred by everyone (with the possible indifference of some). It thus vio-
lates the basic principle of unanimity (see the discussion in Chapter 1). However,

® “Work ethics” and “workfare” have been discussed in Chapter 7.
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implementing these other states may raise problems, notably of information (the
discussion of Chapter 10, however, tends to conclude that such informational
issues should be specifically considered rather than asserted off-hand).

4.7. Information gathering

Each distributive scheme requires its proper information. The base has to be es-
timated, whereas the rates, rules, or schedules result from the definition of the
policy. Chapter 10 has discussed the question of gathering the required informa-
tion about the base in the case of the value of productive capacities. Along the
way, it has presented a number of remarks valid for other bases. A large part of
the information-gathering issue belongs to the routine of tax administrations.

More precisely, the various difficulties, costs, and limits of obtaining the nec-
essary information should be integrated within the optimization problem. This
may affect the choice of the best proxies or simplifications, and the actual work-
ing of tax administrations. The outcome may be a balance between these aspects
and accepting some implementation of the scheme that is short of the first-best
optimum. Yet, this issue should result from the considered complete optimiza-
tion. At the very least, it cannot be decided off-hand, on the face of a simple
elementary, partial and possibly mistaken remark, without considering the actual
informational situation.”

4.8. Practical realization

The practical realizability of a distributive scheme depends notably on its simplic-
ity, on the needed information, on its acceptance by the public, on administrative
means and on the political outlook. Complexity raises administrative and private
costs, multiplies difficulties of information, and may lead to the use of simplifying
proxies and hence to the corresponding imperfect implementation of the scheme
and its rationale. The simplest measure is the uniform per capita and lump-sum
universal basic income; however, it ceases to be so when the financing of these
subsidies is considered, as it has to. ELIE is among the simplest schemes. Its ratio-
nale is particularly meaningful. Its various ethical aspects also have meaning and
understandability. Part IV will show how individual opinions about the degree of
redistribution (the equalization labour) can converge when individuals take an
impartial social-ethical view, possibly as a consequence of dialog or information
about others.

4.9. Understandability and acceptability

People may understand and accept the distributive scheme in various possible de-
grees. Understandability is favored by simplicity. Acceptability means that people

7 See, for instance, the discussion in Chapter 10.
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find some justice in the scheme independently of their own situation with regard
to it. It first requires that the scheme be based on items that people consider
relevant. For instance, we have seen that individuals’ satisfactions are generally
considered irrelevant for macrojustice (but not for some assistance schemes). The
perception of a lack of relevance can lead to a sentiment of arbitrariness and,
hence, of injustice. Acceptability also depends on the measure in which tax and
subsidy rates are perceived as fair. This will be discussed in detail in Part IV for
ELIE’s equalization labour. People’s moral acceptance of the scheme may favor its
realization, but this is not guaranteed for the various possible reasons discussed
at the onset of Chapter 10.

4.10. Psychosocial effects

A distributive scheme can implement justice and receivers’ rights, or assistance and
charity, or again a kind of reciprocity, and rights can be in freedoms or resources,
or in welfare or need satisfaction. This objective can make a large difference as
regards the status, responsibility, and dignity of the individuals involved.

5. CONCLUSION

This chapter has shown the various specific properties of ELIE schemes, the various
distributive schemes with which it can be compared (actual policies, proposals
for assistance, philosophers’ and economists’ studies), and the various important
issues of the comparison. The income tax, income egalitarianism, and welfarist
“optimum income taxation” have already been considered (Chapters 10 and 11).
Assistance schemes and philosophies will be the respective topics of Chapters 15
and 16.
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Comparison with distributive schemes

1. INTRODUCTION

ELIE results from a philosophy but ends up with a specific practical and simple
distributive scheme. It can thus be compared not only with philosophies of social
ethics and justice, but also with the specific distributive schemes that are applied or
proposed. Chapter 14 noted these schemes, the relevant issues of the comparison,
and the corresponding properties of ELIE. Taxation based on income has been
considered in Chapter 11, and in Chapter 10 for the theory of the “welfarist op-
timum income taxation” because of its particular stand concerning information.
The focus will now be on schemes of assistance, guaranteed minimum income,
“negative income tax” or “income tax credit,” and “universal allocation” or “basic
income,” along with ELIE. These schemes are first introduced in considering the
rationales that led to them (Section 2). We then consider and compare the issues
of financing, efficiency and incentives, freedom and dignity, information and real-
ization, and comprehensiveness (Sections 3 to 7). The structural properties of the
schemes will then be shown and compared (Section 8). Finally, the various rele-
vant aspects of each scheme will be summarized (Section 9). ELIE will sometimes
be considered for the case of unidimensional labour and proportional earnings
(fixed wage rates), where it becomes EDIE (equal duration income equalization —
see Chapters 8 and 9).

2. RATIONALES

ELIE, whose structure results from consensus and social and basic freedoms,
manifests rights in society’s resources (more specifically, its human resources).
Its direct rationale is not the satisfaction of needs. But, of course, individuals use
their resources for satisfying their needs as they see them, and they can satisfy their
most urgent needs if they have enough resources. The degree to which the least
endowed people can satisfy their needs — notably their basic needs — will depend
on the equalization labour and on the level of coefficient k, for given average
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productivity in society. A sufficient level will permit the satisfaction of basic needs
(this may be one reason intervening in the choice of this level).

This contrasts with the other realized or proposed practical and specific dis-
tributive schemes, such as specific aid, income support, “negative income tax” or
“income tax credit,” or “universal allocation” of a “basic income.” These schemes
more directly aim at the satisfaction of the needs of the poorest people, whether
the aid is for specific consumption or through support of income. Their ratio-
nales generally prima facie endorse self-ownership, and object to it solely when
it elicits inadmissible poverty (and also an obligation to work as concerns the
rationale for a “basic income”): these schemes are proposed as cauteries on self-
ownership. Whereas ELIE is basically about intrinsic and direct rights to resources,
the schemes for supporting low incomes or consumption are directly concerned
with the use and utility of the incomes or other aids —and they sometimes consider
only this — ; they are consequentialist.

The focus on needs is the purest for the direct provision of specific consump-
tion, or for its subsidy. Aid in income leaves the choice of the needs to satisfy to
the receiver. Satisfying basic needs in this manner is the aim of schemes that com-
plement too low incomes so as to reach the required given level. This, of course,
tends to induce people with low earning capacities not to work at all. This entails
both social waste (Pareto inefficiency) and the various social effects and moral
judgments attached to receiving subsidies without working. These social effects
can include the role of labour for social integration and for family and personal
balance of the worker, and the possible effects of a culture of dependency on au-
tonomy and dignity. Well-known moral judgments object to subsidizing people
who do not work (the “work ethics” of “workfare”) and who do not merit or
deserve it (as with the classical restriction of aid to the “deserving poor”), and un-
employment compensations are commonly restricted to people actively seeking
employment.

Schemes of “negative income tax” aim at attenuating these effects in subsidizing
only a fraction of the gap between a reference income and lower earned incomes, at
arate equal to the lowest income tax rate which applies to the bracket immediately
above this reference level (see Section 8 and Figure 4). The main initiator of
this proposal, economist Milton Friedman, intended to reduce inefficiency and
dependency. The large-scale application with the “earned income tax credit” in
the United States is more motivated by the work ethic and the desire to avoid
pure dependency. This scheme affected 20 million American households in 1998
(one out of four, and 29% of the households with children). Other countries have
adopted a similar policy. In these schemes, the resulting disposable incomes of
the aided people depend not only on the subsidy rate, but also on their earnings,
and hence on their wage rate and on their work. It is not solely determined by
the needs it can satisfy. The income provided for zero labour and earnings, which
does not depend on earning capacities, may not suffice for the satisfaction of basic
needs; and people who can solely obtain very low wages from the market cannot
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have much more (this amount is, in the American scheme, a yearly 2,040 dollars
for a family with one child and 3,033 dollars for a larger family).

In contrast, the schemes of “basic income” or “universal allocation” aim at
permitting the satisfaction of these needs, even for people who choose not to work.
They just provide the same lump-sum amount to everyone without condition.
These proposals emphasize the freedom this allocation provides to the individuals.
However, they also state that this allocation constitutes an equal claim everyone has
onsociety’s resources. Yet, they generally do not specify which resources this would
be, or which resources could provide the required amount. The proposals think
of nonhuman natural resources (none has proposed using the rent of productive
capacities by taxes based on given wage rates).! Yet, we saw in Chapter 6 that
most nonhuman natural resources are a priori allocated, and taxing them would
thus be arbitrary; many of them are consensually allocated by considerations
of microjustice; and their overall value is but a small fraction of that of human
productive resources. In fact, the main practical drawback of these schemes is that,
because this basic allocation is equally given to everyone, either it is sufficient for
satisfying the basic needs of people who have no other income, and then the whole
scheme is unbearably costly, or this overall cost is within actual possibilities and the
basic allocation is too low to permit the satisfaction of basic needs of the poorest
people (these schemes are proposed for replacing all other aids or transfers).

ELIE is the solution for global distributive justice in macrojustice resulting
from consensus and, in particular, social freedom and the classical basic rights
(see Part I). It does not necessarily include all transfers for justice in society: it
solely suggests that the other transfers are normally better considered as issues in
microjustice. In particular, if the chosen equalization labour and coefficient k are
not sufficient for permitting the satisfaction of basic needs, notably for the people
whose labour is little remunerated by the market, then ELIE can be complemented
by the necessary aid or income support. However, the latter transfers are likely
to amount to a relatively low total volume. The philosophy is: First give people
the share of resources they are entitled to, and then, if these resources plus their
earnings do not suffice for catering for their basic needs, provide specific aid or
extra income support for this particular purpose.

All these types of transfers can be presented as rights and as required by justice,
and all manifest some kind of social solidarity. However, they are quite different in
these respects. ELIE transfers realize a priori rights in resources (without reference
to the use of the corresponding incomes), whereas the other transfers can be seen
asrights to assistance, although universal allocations also are sometimes presented
as rights to general resources. ELIE manifests primary distributive justice leading
to an equal distribution of certain resources — namely, the potential product
of everyone’s equalization labour, plus self-ownership for the rest. Assistance
schemes can also be seen as realizing distributive justice, but they can also be

' As in Kolm 1974, for achieving “practical justice,” that is, maximin or leximin in comparable utility.
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motivated by benevolence, compassion — possibly charity. However, the solidarity
resulting from a concept of degree of community constitutes the basic rationale
for the choice of the equalization labour and coefficient k, and assistance schemes
can also manifest solidarity and, possibly, community.

3. FINANCING

ELIE is a financially balanced distributive scheme (or redistributive scheme from
the benchmark of earnings). From its very logic, transfers received (subsidies) are
exactly balanced by transfers yielded (taxes). ELIE schemes can even be described
as sets of transfers each from one individual to the other: if individual i can produce
the value p;(k) with the equalization labour k(kw; for EDIE), each individual i
transfers the amount «; = p;(k)/n to each other, or each individual i transfers
(at; — o) to each other individual j such that o; < a;.

Financing is by usual income tax in the theory of welfarist “optimum income
taxation,” and this probably is also the theoretical view for the “negative income
tax” schemes. This induces inefficiencies and disincentives. The other schemes
solely describe expenditures. Hence, their cost and financing always constitute
major questions. The financing that is presently used, or explicitly or implicitly
considered, for them, notably the general actual tax resources, always induces
inefficiencies and disincentives.

We have in particular noted that the major drawback of proposals of basic
income or universal allocation is their cost. This leads to questioning the schemes’
basic proposals. There seems to be a problem in these schemes’ insistence to hand
out 500 dollars each month to Mr. Bill Gates and other rich people because this
guarantees their freedom (for the case their stocks crash down to zero and they
choose not to work). It seems that this money would be better used if granted to
poor and poorly paid people, or just saved to make the total cost of the scheme
manageable. In contrast, ELIE restricts its aid to people who cannot obtain much
from the labour market, and it allocates it in proportion of this handicap (for
EDIE). Symmetrically, it finances its transfers by taxing people who can receive a
good income from the labour market, in proportion of this advantage (for EDIE).

4. EFFICIENCY AND INCENTIVES

ELIE is a Pareto-efficient redistributive system because its transfers are based
on inelastic parameters (that is, parameters independent of people’s choice
and action), the market value of given productive capacities. Elasticities that
might be introduced by the process of gathering information about these val-
ues are secondary and doubtlessly minor (see Chapter 10). ELIE transfers are

2 See Chapter 10.
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“lump-sum” in the sense that they are based on inelastic parameters, but they are
not identical for all people.

Theissue of disincentives introduced by assistance schemes, notably with regard
to labour supply, constitutes one of the main concerns expressed in the discussion
of these schemes: aid may induce people to work less, or not at all. This is seen
as inducing waste. Indeed, this effect may reduce national income as commonly
measured, although it commonly will not be by much because the reduced work
generally has low wages, and other effects of the aid may augment national income
(such as consumption by the poor receivers with high propensity to consume, in
the adequate macroeconomic situation). However, on the other hand, foregone
work is replaced by leisure that the concerned people find more valuable (at the
new prices) since they choose it and hence prefer it. This leads to the concept of
waste rather convincingly promoted by economic theory: lack of Pareto efficiency.’
The only things that could be added to it are vicarious biases in favor of work
(“vicarious” means here in views other than the worker’s own judgment). As we
have noticed, these views can, for instance, hold work to be beneficial for social
integration (if the alternative is no work at all or solely spurious jobs), for the
person’s family, for the concerned person herself despite her own view, or they
may favour it for a purely moralistic reason (work ethics).

Although it is Pareto efficient, ELIE can affect labour supply by “income ef-
fects” (rather than “price effects,” which generate inefficiencies and labour disin-
centives). The lower-wage people receive income, and this may induce them to
work less (and, possibly, not at all).* However, the higher-wage people have to
yield income, and this may induce them (and even, possibly, force them) to work
more. These labour services that increase are more valued by society’s demand
than those that decrease.

Subsidies of “basic incomes” or “universal allocations” are also inelastic and
lump-sum, and so they produce no Pareto inefficiency per se. However, because
they are universal, their total amount will have to be quite high if they can cover
basic needs. Hence, if this scheme is financed by standard taxes, which induce
inefficiencies, the total resulting inefficiency is likely to be large.

The negative income tax was initially proposed in order to reduce the disin-
centive effect of schemes of guaranteed income that complement low incomes to
a given level. It has the further effect of generally reducing the Pareto inefficiency
entailed by these policies. However, it still induces such inefficiency, and it has
a disincentive effect on work through both a price effect and an income effect.
Moreover, these subsidies have to be financed.

As a general rule, the financing of any set of transfers through standard taxes
induces Pareto inefficiencies. This also generally reduces the supply of factors

3 The justification of Pareto efficiency can rest on unanimous choice and collective freedom rather than
on “welfare,” utility, or happiness (see Chapter 1 and Kolm 1996a).
4 Leisure being a “normal good.”
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(such as labour) through price effects, although it tends to augment it through
income effects.

5. FREEDOM AND DIGNITY

ELIE fully respects social freedom. This property has even been the source of its
derivation. This also holds for lump-sum gifts, such as “basic incomes.” However,
in contrast with ELIE, all other schemes can induce violations of process-freedom
by their financing, for instance, if it comes from present general taxation. This
effect will be the strongest, the largest the amount obtained; for instance, it would
be very large for the provision of a sufficient universal basic income.

Moreover, ELIE and the provision of basic incomes differ by their provision
of available means, and hence, of means-freedom, to the individuals. Individu-
als have means from wealth, transfers, and earnings thanks to earning capacities.
Basic income gives the same subsidy to everyone. In this respect, this is equal treat-
ment of unequals. ELIE constitutes a compensation for inequalities in capacities
(see Chapter 9) in transferring from individuals with high earning capacities to
individuals with low ones (however, the comparison could only be complete in
introducing the effects of the financing of the basic income).

The realization of assistance schemes often has a detrimental effect as concerns
the essential issue of the dignity of the aided people, in their own eyes or in others’
Receivers in ELIE solely receive their due share of the value of natural resources.
This rationale is not assistance, neither for consumption nor for the relief of low
earning capacities. It should not give rise to questions concerning the dignity or
the self-respect of the receiver. Seeing it as reciprocity emphasizes this aspect. With
general ELIE, each person yields to each other the same share of the product of the
same work. With EDIE, in particular, each person yields to each other the product
of the same work. Hence, between each two persons, there is mutual transfer of
the money value of the same amount of the basic human value: human time and
effort. This can be seen as constituting the deepest mutual equality. Among other
schemes, basic incomes equally received by everyone seem a priori the more prone
to avoiding issues of dignity and self-respect. However, the financing of the scheme
should also be considered. If people equally contributed to it, the scheme would
have no actual effect (all the incidence of this taxation should be included, and
inefficiency-inducing taxes lead to a global loss in the end). In the other cases —
the general situation — there is an actual redistribution, and hence, there still
are people who, on the whole, receive from others (nonhuman natural resources
mostly are already allocated and others would not suffice; indirect effects also a
priori induce redistribution).

6. INFORMATION AND REALIZATION

The implementation of all redistributive principles and schemes raise the issue
of the estimation of their base and of information about it. This issue concerns
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not only the expenditures of the scheme, but also the receipts for its financing.
For instance, the provision of a universal basic income seems to raise this issue
solely minimally (it suffices to ascertain that each individual receives the lump-
sum amount), but this is not the case if one considers the raising of the necessary
funds (which will be very high for a sufficient basic income). The information
needed for the transfers are, according to the type of scheme, individuals’ or
households’ given earning capacities and wage rates, total actual income or wealth,
actual consumption, or needs and their various reasons. There is not one such
information that is easier to obtain than another in all cases; each is more easily
obtained than the others in certain cases. The labour market displays wage rates
which are the value of productivity for various types of work and capacities. The
general issues are those that are standard in the actual application of tax rules.
One point is that it is very important to distinguish the theoretical objective,
derived from ethical considerations, from practical problems of information and
estimation: the estimation question has no chance to be correctly dealt with if
one does not know what should be estimated to begin with. This question of
information has been fully discussed in Chapter 10, for ELIE and with comparison
with other schemes.

7. COMPREHENSIVE VIEWS

Most of the questions and problems raised by principles and schemes of transfers
stem from two overall issues. One is quasi technical: it consists of considering all
the financial effects, and in particular not forgetting the financing of transfers.
The other is conceptual and philosophical: it consists of seeing clearly the basic
overall rationale of the scheme, which is often only implicit. ELIE is quite clear
about these two issues.

In issues of social policy, seeing expenditures independently of their financing
can lead to conceptual mistakes. Even when several ways of distributing the same
amount are compared, the overall ethical picture in each case depends on the
distribution of the burden of the cost. And, often, schemes with different total
volumes, and hence different costs, are to be compared. Let us add here that
the various indirect effects have to be considered solely in the measure in which
they should not be discarded for the present judgment because of an ethic of
process-freedom. In particular, the consideration of ELIE schemes justified by
process-freedom has a priori no basic reason to be concerned with their indirect
effects.

The proposals of universal basic incomes raise the issue of the effects of the
financing in a particularly acute way. They are proposed for replacing all other
transfers, but their cost will have to be higher than that of these transfers be-
cause everyone equally receives, if this basic income is to be sufficient for people’s
“existence,” which is the rationale of the proposal. Most of the virtues of vari-
ous types of these schemes come from the equal distribution to everyone. This
holds for issues of information, dignity, simplicity, and understandability, and this
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equality implies the inelasticity and hence the Pareto efficiency of these allocations.
However, this distribution to everyone also accounts for the high cost. If such a
scheme is compared with an alternative (the status quo or any other), the cost ap-
pears as burdens on specific individuals. If these burdens are also equal, then they
compensate the allocations and the whole scheme actually vanishes (except for
the waste induced by inefficient taxation and, possibly, monitoring). Hence, the
scheme has a reality only if these burdens are unequal. Then, it has a redistributive
effect, but this effect all passes through the receipt side. The proposed schemes,
however, are usually not explicit about this question. The distributive effects of
these schemes are, therefore, not presented. Nothing a priori suggests they will be
just, or will not augment unjust inequalities. If these schemes imply the recourse
to usual general taxation, their redistributive effects are the corresponding ones
(including those of progressive income taxes, and others). This shortcoming of
not sufficiently considering the financing and receipt side, that is dramatic for
such expensive schemes, also exists for less expensive ones that omit this issue.

8. COMPARATIVE STRUCTURES

A principle or scheme of social transfers determines a curve of disposable income
as a function of earned income or of labour for each individual. This function
encompasses the main structural features of the scheme. Hence, the comparison
of the structure of these functions provides the basic structural comparisons of
the schemes. Figure 15-1 shows, in this respect, disposable income as a function
of labour for four schemes: a guaranteed minimal income (a), a negative income
tax (b), a universal basic income (c), and EDIE (d). The bold lines represent these
functions. For illustration, all functions from which these are built are assumed
to be linear as a result of constant rates and fixed unit wages, because this is a
common case and, at least, a simplification for presentation. Quantity of labour,
wage rate, and disposable income for individual i are denoted by letters ¢;, w;,
and y;, respectively. The focus is on the lowest incomes, and only these parts of the
curves are represented. The effect of an income tax is represented for the negative
income tax scheme (scheme b) because it is an intrinsic part of this scheme’s idea.
For comparison with this case, an income tax could have been represented above
guaranteed incomes (scheme a). An issue is the lowest income level submitted to
the income tax. There is no transfer that is a function of earned income with EDIE
(scheme d). No income tax is specified for basic income schemes (scheme b), and
hence none is represented.

Earned income is w;¢;. Guaranteed income consists in replacing w;¢; by y™
whenever w;{; < y™ (scheme a). The disincentive effect created by the kink in the
curve of disposable income at w;£; = y™ led to proposals of negative income tax
represented in scheme b. With a negative income tax with a constant rate of tax
and subsidy, at least in the zone considered, as it was proposed, earned incomes
lower than the given level y° are complemented by a subsidy equal to a given
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Figure 15-1. Comparison of distributive schemes.

fraction o of the gap:
y=wili +a-(y" —wil;) = ay + (1 —a) wil;.

Hence, ¢; = 0 implies y = ay° = y°, the same for all individuals. Therefore, the
curves of disposable income are straight lines issued from the same point of the
income axis with income y°, and passing through the intersection of the lines of
earned income y = w;£; with the constant-income line y = y¢. Universal basic
income schemes amount to translating all lines of earned income up by the same
amount y° (scheme c). These lines are therefore also all issued from the same
point of the income axis (their slopes are the w; if there is no income tax, and
less if there is such a tax). For EDIE (scheme d), the curves of disposable incomes
are straight lines with slopes w; passing through the same point K with £; = k
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and y; = wk, where W is the average of the w;. This is but another representation
of Figure 9-1. Efficiency results from the slopes remaining w;. In all cases, each
individual chooses her labour £;, and hence, her disposable income in choosing a
point of her line of disposable income.

For each of the three schemes EDIE, negative income tax (with the assumed
linearity) and universal basic income, the individuals” disposable income curves
representing disposable incomes as a function of labour constitute a “pencil” of
straight lines, all passing through the same point. These points are on the income
axis (£; = 0) for universal basic income and negative income tax, whereas this
is not the case for EDIE (point K). For each individual, the line of disposable
income is parallel to the line of earned income (slope w;) for EDIE and for the
universal basic income, whereas this is not the case for negative income taxation,
where the lines of earned and disposable incomes intersect on the same line at

given y = y™.

9. SUMMARY OF PROPERTIES OF MODES OF DISTRIBUTION

ELIEisjustified by consensus, social freedom, and basic rights. Its other properties,
which result from this derivation, are just side bonuses rather than justifications
in themselves. These properties have just been noted with the comparisons, and
they are gathered in Chapter 14. For the purpose of comparison, let us similarly
gather, as briefly as possible, the problems raised by each of the other modes of
distribution. Waste (social waste) will refer to inducing Pareto ineffiency. “Disin-
centives” will not be noted in themselves because leisure is often valuable (hence
possible intrinsic values of labour such as its role in social integration or for the
worker’s family or personal balance are not noted).

Minimum income

— Wasteful.
— The origin of resources should be made precise (possibly a wasteful tax).

Negative income tax or income tax credit

— Still wasteful, although less so.
— Resources may implicitly be drawn from the positive side of the income tax,
and then they are wasteful.

Universal allocation, basic income

— Why insist on giving 500 dollars per month to the wealthiest people? Some
people may need them more than they do.

— As a result, the tax is gigantic if the poorest are sufficiently aided, and this
aid is far too low if the resources can actually be raised.

— This tax for financing creates the actual distributive effect, and it will prob-
ably be wasteful.
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“Welfarist optimum income taxation” (see Chapter 10).

— It optimizes tax rates and schedules, not the tax base.

— Individual utilities are probably irrelevant for macrojustice, and the income
tax is a main tool of macrojustice. People do not think that the income
tax should depend on individuals’ capacities for enjoyment. Moreover, how
does one pass from individuals’ utility functions to the unique individual
utility function of the model?

— Requirements of social ethics and justice are a priori not manifested by a
social maximand or a “social welfare function.”

— Observable wages and wage differentials provide information about labour
productivities. Earned incomes are by no means the only observed item.
There may be some cases of estimates using more or less elastic parameters,
but this is a secondary problem, and by no means “the theory of optimum
taxation.” The various ways of estimating the values of tax bases are the
routine work of tax administrations.

— Welfarist criteria have domains of relevance in microjustice. This holds for
the utilitarian ethos: see the similar model applied to the determination of
optimum nonlinear public tarifs with different and uncertain individual
utilities (Kolm 1969b, 1970b). This also holds for “practical justice” (max-
imin or leximin in interpersonally comparable “fundamental” preferences
or utilities, Kolm 1971 [1998]),> used for optimum taxation based on wages
(Kolm 1974).

Income tax

Taxation is not based on income for a reason of information but because of
moral ideas. The rational application of these ideas, however, lead, rather,
to ELIE. See Chapter 11.

> Note that the maximin in Rawls’ “difference principle” proposed at the same time is not in terms of
utilities — which Rawls rejects — but of an index of “primary goods” whose weights and measures are to
be determined (some are position, power, and self-respect); moreover, the reason for replacing equality
by a maximin consists of “disincentive effects” whose relevance, and origin in the distributive system,
require closer consideration (see Chapter 16).
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Comparisons with philosophies

1. INTRODUCTION

The principle of ELIE compares with a number of well-known positions in social
ethics and theories in political philosophy.

The life of modern societies for the last two centuries is shaped by the fight be-
tween two universalist distributive principles': self-ownership in process-freedom
and the lowering of income inequalities. Now, both full self-ownership and the
proper implementation of the standard philosophy of income egalitarians are par-
ticular ELIE schemes (see Chapter 11 for income equality). Indeed, ELIE turns
out to be the simplest more general principle that encompasses these two oppos-
ing principles. Note that it has been derived from applications of the principle of
unanimity and consensual opinions about global distributive justice. ELIE there-
fore constitutes both the common ground for the rational comparison of these
two classical contenders, and the field of solutions intermediate between them
(including these two cases). Most ELIE solutions will be intermediate between
these two polar positions: ELIE is income equalization for the equalization labour
and self-ownership for the rest.

The crucial parameter of ELIE is, indeed, the equalization labour. Its vanishing
yields full self-ownership. When it is around lower standard working time, ELIE
constitutes the possible first-best implementation of the most usual ideal of income
egalitarians (see Chapter 11). We have noted that higher equalization labours,
and notably the borderline maximal income equalization, are not to be retained
(Chapter 7).

In fact, it can be claimed that the principle of ELIE in full process-freedom
realizes these two classical ideals better than the specific views of their proponents.
For income egalitarianism, it takes into account the common additional sentiment

1 “Universalist” stands here in opposition to claims based on birth (except for property inheritance), social

“order” or ascribed status.
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that people who work more (longer, harder, with more training work) deserve an
income compensation for the extra pain and, possibly, for the extra contribution.
Moreover, a notable consequence of the ELIE income equality is that it does not
induce the wasteful disincentives which constitute the practical shortcoming of the
ideal of equalizing earned incomes and forces it to retreat to distant second bests.
For the classical process liberalism supporting both full process-freedom and full
self-ownership, the application of full process-freedom in liberal social contracts
provides the process-liberal solution of the various cases of market failures (this
also holds for the other cases of full process-freedom).

However, ELIE has not been obtained for the purpose of presenting the synthesis
of — or the compromise between — the two great ethics of distribution of the
modern world, or for comparing or improving them. Rather, it results from basic
and practically necessary structures: social freedom applied as process-freedom
and entailing aim-freedom, and impartial rationality entailing a certain equality.?
Now, this association of entitlement from free action and of equality for the
rest takes us much beyond, deeper, and before, the idiosyncratic conceptions of
justice of modernity. It takes us into the philosophia perennis of justice, in the
general conceptualization and systematization of basic conceptions of mankind.
Then, the natural place to turn to is, of course, the work of thinkers such as
Plato and Aristotle. Indeed, The Laws for the former, and Nicomachean Ethics
and Eudemian Ethics for the latter, contain the theory of justice resulting from
equality and freedom. They contain it to a point that is deeply embarrassing for
the discipline of social ethics or political philosophy, because it turns out that the
deepest and most important, basic, and relevant ideas about distributive justice in
a broad sense are the ideas presented in these writings of twenty-four or twenty-
five centuries ago. Now, it turns out that ELIE is a direct application of Plato’s and
Aristotle’s theory of distributive justice, with an important further specification
as concerns capacities, which are both given and a determinant of the result of
action (and hence should both be equally shared and benefit their holder). This
will therefore be our first topic (Section 2). One can also consider that this close
relation between these two theories is not surprising, because they derive from
neighbouring epistemic positions: the obtained result derives from endogenous
social choice, whereas Aristotle and Plato state that they only describe people’s
common view of justice.

More generally, full — and hence equal — social freedom for all, and ELIE dis-
tributive schemes, are particular forms of the general necessary structure of justice
combining equalities in freedoms and allocations. The result is in particular a form
of free exchange from an equal allocation, although the labour or leisure of dif-
ferent individuals have a priori different market prices (Section 3). Conversely,

2 See Part I for freedom and Kolm 1971 (1998), foreword, Section 5, for the rational necessity of equality
(see also Chapter 23).
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three important theories of global distributive justice are three particular cases of
the ELIE structure: full self-ownership, “total income” equalization, and income
egalitarianism. Full self-ownership, the basic theory of modernity for the last two
centuries, is considered in Section 4, with its relation with full process-freedom
and neighbouring theories that do not a priori rest on process-freedom (such
as neo-“libertarianism” and the original “public choice”). The opposite limiting
case of ELIE, maximal income equalization, appears in Section 5. For the case of
constant wage rates, it was proposed as a particular scheme by Pazner and Schmei-
dler (1972), and it turned out as the result of Ronald Dworkin’s (1981) income-
egalitarian proposal to apply the principle of free exchange from equal sharing to all
given resources, except eudemonistic capacities, but including productive capaci-
ties valued for the income they can yield. Although Pareto-efficient, this solution
is factually irrealistic, morally illogical, as unegalitarian as full self-ownership, and
against a consensual moral view (following Pazner’s [1977] intuition, Dworkin
noted one of its shortcomings, the so-called “slavery of the talented,” and for this
reason resorted instead to an application of the theory of “fundamental insur-
ance™). Yet, one preliminary argument of Dworkin, his discarding eudemonistic
capacities in the equalizand for the problematic reason that “one is responsible
for one’s tastes,” elicited recent discussions about the scope of the equalizand,
in the direction of Plato’s and Aristotle’s classical and elaborate analysis (Section
6). More standard conceptions of income equality underlie the theories of John
Rawls and Michael Walzer, discussed in Section 7. Yet, both theories differ from
the comparable income-egalitarian ELIE (Chapter 11) which follows the most
common view of income egalitarians. Both are more or less Pareto inefficient and
have a problem with the treatment of leisure, but also insert an income-egalitarian
ideal in a broader and structured conception of justice: the priority of basic rights
and the “difference principle” for Rawls, and the segmentation in separately egali-
tarian “spheres of justice” for Walzer. These general structures are compared with
the hierarchized distinction of macrojustice and microjustice (and mesojustice),
the respect of the nonrival classical basic rights, and the resulting ELIE distri-
bution. An important issue concerns the proper scope of allocation through the
market system in a society. Rawls, moreover, presents a justification of his conclu-
sions, which is compared with the necessary reasons leading to the macrojustice
solution. Finally, the whole set of principles and criteria of justice is considered,
in relation with the corresponding types of social relations and societies, and
the various different but related threefold taxonomies (Section 9). The obtained
ELIE will thus have been compared with the other ideas, in particular those that
propose a solution for global distributive justice (comparisons with a number of
other ideas and authors are presented in Chapters 9, 10, 11, 14, and 15, and in
Part V).

3 See Chapter 25.
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2. PLATO’S AND ARISTOTLE’S THEORY OF DISTRIBUTIVE JUSTICE:
ITS APPLICATION, AND RELEVANT CONTINUATION

2.1. Commutative justice and process-freedom

Plato and Aristotle purport to describe what people think justice is, rather than a
theory of their own. For allocating items to people, they hold that the key distinc-
tion is between items that are influenced by the individuals’ will and those that
are not. The just allocation of the former constitutes the domain of commutative
justice. This includes, notably, the field of economic exchanges. For this justice, the
principle of justice is “geometric equality,” which means “in proportion to,” and
has in fact to be read as “as the relevant increasing function of.” What is allocated
is the effect or result of voluntary action. And what it depends on is individu-
als’ “merit” (axia). This is also called “retributive justice.” Merit, these authors
explain, can have several meanings. They distinguish two issues: the assignment
of something to an individual, and what is assigned. The criterion of assignment
can have three successive levels. (1) The individual can be the cause of what is
allocated. (2) He can voluntarily be this cause; then, merit is responsibility (inac-
tion is a particular action when other relevant actions could have been chosen).
(3) The individual can, in addition, incur a pain or cost of any kind necessary for
or from an action that yields a valued result; the criterion then is effort, manifest-
ing the agent’s virtue (and this is “aristocratic” justice); symmetrically, the action
can have a negative effect but entail some advantage for the agent (and this can
be vice). The second issue is what is assigned. Both Plato and Aristotle quote the
Pythagorean saying: “If one receives or incurs what one does, this would be right
justice.” They make it precise that in interpersonal interactions (called “exchange”
in a broad sense), the relevant effect of merit is measured by the need satisfac-
tion of the beneficiary or, for a negative effect, by the resulting tort. This implies
that the actor is entitled to the effects of other possible causes of this final effect
than her decision or effort, such as used services or capacities of hers. Hence, for
production for exchange, commutative justice is aim-freedom and “to each her
product” or its market value. With the foregoing models and notations, individual
i choosing to provide work ¢; receives merited commutative income p;(¢;).*
The second domain of justice is that of distributive justice. It applies to the
distribution of items that do not depend on individuals’ will, and the principle is
“arithmetic equality,” that is, strict equality and in particular equal sharing.
Distributive justice is of two kinds. Distributive justice in the strict sense applies
to items that are not a priori attached to the individuals. Then, if their total value is

4 “Merited” is here rather than “deserved” because the reward includes the value of the use of the individual’s

productivity function p;(). This is an application of a common and classical distinction (see common
uses of the term “merit” — such as in “meritocracy” —, its analysis by Vlastos [1962], or the comparisons
of the terms by Lucas [1993] or Pojman and McLeod [1999]). See also Chapter 9.
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E and there are n individuals, each receives e = (1/n) E. In particular, this applies
to given nonhuman natural resources.

2.2. ELIE as diorthic or rectificative justice

Items that are a priori allocated to the individuals but do not result from their will
and free acts are the object of rectificative or diorthic justice. This is a part of dis-
tributive justice but can also be considered a category of justice of its own. When
the individuals are unequally endowed with these items, there should be recti-
ficative or compensatory interindividual transfers that restore the corresponding
equality. Indeed, if individual i is endowed with such items of value d;, distribu-
tive justice should affect (1/n)d; of this value to each individual in taking it from
individual i. Hence, each individual 7 should, in the end, loose value d; but receive
value (1/n)Xd; = d, the average of the d;. That is, she receives d—d ifd, <d
and yields d; — d if d; > d. As Aristotle writes: “One should add to he who has
less than average the amount by which she has less, and withdraw from he who
has more than average the amount by which he has more.”

Individual #’s just income finally is the sum of her commutative, distributive,
and rectificative or diorthic incomes:

yi = pi(Zi)+e+E—d,-.

Let us apply this theory to the problem of global distributive justice in macro-
justice. Commutative justice attributes to each individual 7 the fruit of her labour,
pi(€;). We have also seen that the given nonhuman natural resources are discarded
(Chapter 6). They correspond to the given E, and hence, term e disappears. Rec-
tificative or diorthic justice applies to the rent of individuals’ given productive ca-
pacities. Productive capacities usable by labour k are measured in income value,
which is p;(k) for individual i, and the rest is valued as labour or leisure, and
hence, is intrinsically equally distributed. For the former, the rectification consists
in equalizing the values, that is, demanding income p;(k) from individual i and
giving her the average p(k) = (1/n) X p;(k). In the end, individual i’s income is

yi = pi(€;) — pi(k) + p(k) = pi(€;) + 1
with ; = ﬁ(k) — p,(k)

Equivalently, one can say that the equal given allocation is in terms of the two
goods of the problem, leisure £ — k (or 1 — k for EDIE), and a given income 1, and
that individuals are free to deviate from this allocation in choosing their labour
£; (and hence, leisure £ — £;) and in receiving the corresponding extra income or
incurring the variational loss of foregone earnings. Individual 7’s receiving leisure
€ — k means, in income terms, her yielding the product of the corresponding
labour p;(k). Then, individual i, choosing to work ¢;, finally has the dispos-
able income y; = p;(£;) — p;(k) + n. However, total consumption equals total
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production, Xy; = ¥ p;(€;), and hence, n = p(k), and therefore, y; = p;(£;) + t;
with t; = f(k) — p,(k)

The Plato-Aristotle solution of letting individuals entitled to or accountable
for the result of their actions, and of equalizing among them the resources they do
not create voluntarily, is in fact very widely held at all places and times. Plato and
Aristotle assert that they are merely reporting, possibly putting in form, common
ideas of their society. This principle is in fact equality (whose rational necessity
is generally felt, if not precisely proven), plus the concepts of aim-freedom, im-
manent merit or desert (where “immanent” means reward according to effects of
choice or action), and responsibility. However, these principles can be variously
applied to the same issue, because of the possible choice of what intrinsically
constitutes the choosing agent rather than being resources or means amenable to
equalization, as concerns items such as her tastes, capacities of various types, var-
ious properties or aspects of her social situation, and so on, or because of possible
specifications in the definition of equality.

In particular, the obtained general theoretical result of ELIE admits a number
of specifications according to the value of the equalization labour k. Among them
are three polar cases:

— For k = 0, full self-ownership.

— For k= Z or k = 1 in the case of EDIE, maximal income equalization (see
Chapters 7, 9, and 12).

— For k = k° in the neighbourhood of the lowest normal full labour, the solution
is the realization of the classical ideal of income egalitarians (see Chapter 11).

Full self-ownership and income egalitarianism are the two classical polar con-
tenders for global distributive justice. Sections 4 and 7 will particularly consider
them. The final solution for large societies will be with k between their two values.
The third polar position, maximal income equalization, which was considered in
Chapters 7, 9, and 12 for its purely theoretical interest, is again presented here
(in Section 5). However, we first see, in Section 3, how macrojustice and ELIE
schemes in general are particular cases of general structures of justice.

3. FREEDOMS AND EQUALITIES

Concepts of justice (among equals in the relevant characteristics) are combina-
tions of ideal equalities in freedoms and allocations. In this respect, ELIE can be
seen as equal full process-freedom, equal sharing of the rents of productive ca-
pacities properly measured, and equal self-ownership of eudemonistic capacities
(and of use-rights and benefit-rights of all capacities, an implication of process-
freedom). Alternatively, it can be seen as full process-freedom for deviations from
the equal allocation represented by income p(k) and leisure ¢ — k (hence labour
k), represented by point K in the figures of Chapters 9 and 12 (taking?: 1 for
unidimensional labour), and equal self-ownership in eudemonistic capacities.
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This shows that ELIE belongs to the family of concepts of free action or exchange
from an equal sharing or allocation.” However, the individuals’ opportunity sets
in the domain of income and leisure or labour generally differ across individuals
because they depend on individuals’ productivities (as a result of aim-freedom,
which entitles the individual with the output of her action performed using her
capacities). This differs from, for example, free exchange from an equal sharing
of goods where all the individuals face the same market prices of these goods. The
difference comes from the fact that individuals’ labours are not the same goods as
concerns production because they can produce different incomes — while they can
be equated, for the same characteristics (notably duration), on moral grounds.

4. FULL SELF-OWNERSHIP

Full self-ownership with full process-freedom is the theory of classical process
liberalism. This has been the central social-ethical theory of modernity. Valuing
self-ownership and process-freedom is more or less found at most times and places,
but the claim to their universality in large societies, and the important realization
of this principle, is the mark of the formation of modernity during the last two
centuries or so. The various other social-ethical views in these societies (socialisms,
social protection, income egalitarianism, and so on) were and still are defined
in opposition to this ethic and its various aspects and consequences. Full self-
ownership with process-freedom has been defended by innumerable positions and
publications. Its elaborate study includes John Locke’s Second Treatise, most legal
theory, a long tradition of economists (for whom this ethics was often implicit)
in the nineteenth and twentieth centuries, Marx’s theory of exploitation, and a
number of more recent scholars (shortly to be noted).

A basic point, however, is the justification of this theory, and notably the rela-
tion between its two parts, self-ownership and process-freedom. With the standard
conception of ownership, full self-ownership implies full process-freedom. This
implication is implicit for John Locke who derives full self-ownership — and si-
multaneously full process-freedom — from a concept of natural rights. Locke’s
basic aim was to find a legitimacy that could be opposed to absolute political
power and have an individualistic base. This is the role of his theory of prop-
erty. However, the enlightenment, for the similar purpose of fighting arbitrary
power and the resulting injustice, directly emphasized individuals’ freedoms and
rights. Then, from the late eighteenth century on, the standard justification was
reversed and tended to derive self-ownership from process-freedom. We have
seen in the first two parts of this study that this derivation fails with a strict
conception of process-freedom that does not implicitly assume self-ownership in
the first place. Yet, this derivation has been and is one of the most frequent posi-
tions in social ethics. It is assumed, implicit, suggested, or asserted in innumerable

5 See Kolm 1971, Part IL.
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political and economic debates, and is sometimes a little more elaborate in various
ways.

A number of freedom-based concepts have been used to defend self-ownership,
using a confusion and lack of distinction between the various rights in human
assets (Chapter 6). In particular, notions of equality of opportunity have often
been mobilized. For instance, the historically powerful slogan “the career open to
talents” defends nondiscrimination, but, as it was used, also self-ownership, since
the talented seize an opportunity if they can reap the benefits from the use of their
talents, and no redistribution of the rent of these capacities was considered. The
classical apologetic description of the USA as the “land of opportunity” is along
the same line. Entitlement from aim-freedom, immanent merit or desert, and
responsibility were also often used to justify full self-ownership. Such arguments
were in particular often used for opposing public interventions and policies, and
notably, of course, redistributions (from the outcome of full self-ownership and
process-freedom). For instance, the concept of entitlement was used to oppose
fiscal redistribution, and that of responsibility for opposing the construction of
social security systems.

In a number of conceptions, the concept of a person or an individual includes
basic means of subsistence. This is general in oriental philosophy and was common
in European thought a few centuries ago. For John Locke, for instance, the right
to safety includes that of basic subsistence. However, with the refinement of basic
rights as bare rights, the pure rights of the person — including the right to hold
legitimately acquired property — tended to exclude an a priori basic right to have
some goods. The 1789 encoding of basic rights met this dilemma head on. One of
the most interesting debates in social ethics in modern times concerned the crucial
issue of the consistency between basic rights and tranfers, and occurred on August
26, 1789, at the French National Assembly. This was the day of the final adoption
of the Declaration of Rights. The adoption, during one week, had been of one
article at a time, at unanimity after debate (a hectic public debate among over
500 persons, out of which miraculously came the few short, terse, and marvelously
coined sentences of the articles — a clear instance of the general will at work). The
basic rights agreed upon implied full process-freedom. There remained to adopt
the last article, the seventeenth. Some wanted it to state a right for the poorest
to receive public assistance, thinking that, with proper implementation, this was
not inconsistent with full process-freedom.® Antoine de Condorcet was a leading
supporter of this right. Others thought that the implied transfers would violate
process-freedom and the implied right to property. Since time was getting short,
they settled for the awkward solution to reject this proposal — and the adopted
seventeenth article seems to repeat the right to property stated in Article 2—, but to
include the right to public assistance at the beginning of the ensuing Constitution

6 One aspect is that assistance to the poor was one of the roles of the church and a common justification
for its vast properties (which were soon to be confiscated for backing the new money — the “assignats” —
issued for financing the war launched by European kings against the Republic).
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which was supposed to be “deduced” from the rights of the Declaration (and this
right was introduced in the later revolutionary declarations of rights).

Full self-ownership is usually considered the opposite of “egalitarianism.” This
is why its proponents often like to present it as (a kind of) equality of opportunity,
which would oppose equality in results or outcomes in “end-state.” Its derivation
from full process-freedom would derive it from the basic equality of equal full
process-freedom and basic rights for all (“Men are free and equal in rights”),
but this rather yields the more general ELIE. However, full self-ownership can
be derived (and tentatively justified) as an equality of resources. It suffices to
choose the appropriate measure of human resources. This can be done in two
ways. In one, a unit of human resources is taken to be those of an individual.
Then, with full self-ownership, each individual owns one such unit: herself.” The
second approach is more refined and refers to the considerations of Chapters 9
and 12. The measuring rod for productive capacities is taken to be individual time
in labour using this capacity or in leisure these capacities permit their holders to
enjoy for a given earned income. This constitutes and provides a measure of the
quantity of the capacity. It also constitutes and provides a measure of its value in
labour or leisure value or time of life. Then, this measure of the total capacity of
a person in a given period is the same for all.

In recent times, an axiomatics of the theory of full process-freedom, the the-
ory of the liberal social contract, and a discussion of the ownership in capacities
and of the corresponding distributional issues are included in The Liberal Social
Contract — Theory and Practice of Liberalism.® The classical liberal theory associ-
ating full process-freedom and full self-ownership is presented by Robert Nozick
(1974), who emphasizes the time-regress structure of process-free self-ownership,
but considers neither actua