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Who Owns What? An Egalitarian Interpretation of John
Rawls’s Idea of a Property-Owning Democracy

Thad Williamson

I. Redressing Inequalities of Wealth: The Idea of
a Property-Owning Democracy

A Neglected Rawlsian Idea

The wealthiest five percent of Americans, measured by net household assets,
holds nearly three-fifths of all wealth in the United States, including more than
two-thirds of financial wealth. The top one percent of wealth holders in the United
States now holds more than one-third of all wealth, including thirty-nine percent
of corporate stock. And, at the very top, the richest 0.5 percent of Americans holds
more than twenty-five percent of total net worth and nearly thirty percent of
stock.1 Conversely, the bottom sixty percent of the asset distribution holds just
four percent of all wealth. The ratio between the share of wealth held by the top
one percent of wealth holders to the share held by the middle quintile has
increased from 6.2:1 in 1962 to 9:1 in 2004.2 In short, ownership and control of
wealth—itself a key determinant of both political influence and personal liberty—
are overwhelmingly and increasingly concentrated among a small proportion of
Americans.

These facts have attracted critical attention from a number of economists3 and
activists,4 and the political consequences of concentrated wealth have received
attention from some journalists5 and political scientists.6 Nonetheless, as Joseph
Schwartz has argued in detail, the question of whether it is possible to have a
meaningfully democratic society in which a tiny minority of the population
controls the bulk of productive assets has not often been a central concern for
academic political theory in recent years.7 In particular, much more attention
needs to be paid to the question of whether we can identify alternative political-
economic institutional configurations with a more realistic prospect than contem-
porary capitalism of realizing commonly held democratic norms concerning
inclusiveness, equal representation, and equal voice.

Despite the relative silence of democratic theorists on this set of questions,
there are resources within the canon of liberal political theory we might draw upon
to engage the problem. Most notably, John Rawls sketched out—all too briefly—
an alternative conception of market society that would adhere to liberal
democratic norms, uphold meaningful liberty, and yet not be characterized by
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large concentrations of wealth and a politics in which vested private interests have
a permanent upper hand. Rawls called this conception a “property-owning democ-
racy,” and explicitly contrasted it to both the traditional welfare state and the
command economies associated with historically existing socialism.

Apart from sporadic attention in recent decades,8 the notion of property-
owning democracy (POD) remains a largely unexplored avenue in contemporary
political and social thought. While there recently has been increased recognition
of the implicit radicalism of Rawls’s proposal,9 the literature lacks a sustained
discussion of the institutional basis of a property-owning democracy, or of what
concrete forms the idea might take in advanced industrialized societies. Conse-
quently, this article aims, first, to try to spell out what Rawls means by the idea
of a “property-owning democracy” and second, to undertake a sympathetic
reconstruction of what such a political economy might look like under modern
conditions.10

II. Rawls’s Sketch of Property-Owning Democracy

Rawls never develops, nor purports to develop, a full-fledged, systematic
account of property-owning democracy. What he has done is indicate the
general outlines of the sort of political economy that might be fully consistent
with justice as fairness. In the broadest possible terms, a property-owning
democracy will be a market economy in which holdings of capital are widely
dispersed across the population. The view is that fair equality of opportunity and
limited inequality can be better achieved through a more broad-based distribu-
tion of initial holdings rather than by relying on the mechanism of “after-the-
fact” redistributive taxation.11

What institutional form would such an economy take? First, Rawls assumes
there will be a market and a price system. The existence of a market is defended
on efficiency grounds (the use of price signals leading to an efficient allocation,
though not necessarily a just distribution, of resources), and because “it is con-
sistent with equal liberties and fair equality of opportunity.” In particular, indi-
viduals are to have “free choice of careers and occupations.” Further, competitive
markets decentralize economic power. While general government regulation of
the economy aimed at upholding the conditions of investment is required, “com-
prehensive direct planning” is not.12

Second, Rawls assumes the existence of a mixed economy, with a public sector
devoted to providing public goods. Third, Rawls assumes the existence of a
constitution providing a system of equal basic liberties. Fourth, Rawls assumes the
presence of a government committed to providing “equal chances of education and
culture for persons similarly endowed and motivated either by subsidizing private
schools or by establishing a public school system.”13 This government will also
combat the formation of economic monopolies, and provide a “social minimum.”

Fifth, Rawls envisions a government structured into four branches, each
aimed at carrying out a fundamental function that contributes to the basic struc-
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ture. The “allocation branch” monitors the market and guards against monopolies
and attempts to correct for market distortions caused by the “failure of prices
to measure accurately social benefits and costs.” The “stabilization branch” is
concerned with managing macro-economic policy, with the goal of maintaining
full employment. The “transfer branch” is concerned with providing a social
minimum to all citizens sufficient to “[guarantee] a certain level of well-being and
[honor] the claims of need.”14 This task might be implemented through, for
instance, a negative income tax, a suitable tool since the goal is to ensure a social
minimum while interfering in the overall operations of the market as little as
possible. This minimum is the mechanism by which the well-being of the least
well off is secured and maximized, and is “to be set at that point which, taking
wages into account, maximizes the expectations of the least advantaged group.”15

Finally, the “distribution branch” defines property rights and overall taxation rates
with the goal of maintaining a suitably wide distribution of property.16

Rawls’s favored mechanism for preventing long-term accumulations of prop-
erty is broadening taxation of bequests and restrictions on transmissions of accu-
mulated wealth. Notably, Rawls argues that inequality of inheritance is not
inherently unjust, so long as it remains consistent with the difference principle:
“Thus inheritance is permissible provided that the resulting inequalities are to the
advantage of the least fortunate and compatible with liberty and fair equality of
opportunity.”17

Rawls cites James Meade’s Efficiency, Equality and the Ownership of Prop-
erty to provide a hint as to the mechanics of how inheritance and gift taxes
might work. Meade’s scheme would tax gifts and bequests “according to the
existing wealth of the beneficiary” or, alternatively, “the size of the total amount
which he had received over the whole of his life by way of gift or inheritance.”18

Those already wealthy, or who had already received a substantial amount of
gifts within their life, would be taxed at markedly higher rates when receiving
additional wealth transfers; the intent in either case is to give “the rich property
owner . . . every incentive to pass on his property in small parcels to persons
who had up to date received little by way of gift or inheritance” or who had
“only small properties.”19 Pegging inheritance tax rates to the size of recipients’
existing assets would lead to a more equal distribution of wealth; pegging rates
to the number of lifetime gifts one had received would avoid penalizing persons
who accumulated wealth by means other than collecting inheritances.
In contrast, the federal estate tax in the United States is levied according to the
size of the estate,20 although a number of states also levy inheritance taxes that
are targeted at recipients.

The Meade approach has some strikingly inegalitarian features: it would not
guarantee that each individual received an inheritance, as only those who were
chosen by the wealthy to receive inherited wealth would get any money. As
Elster21 points out, this might breed an unhealthy social divide between those who
are chosen to receive such gifts and those who are not. Further, even if inheritances
were broken into “small parcels” in the way Meade intends, it seems unlikely that
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much inherited wealth would trickle down to recipients in the bottom half of the
income distribution.

The Meade scheme would, however, have the effect of breaking up large
inherited fortunes, which is one of Rawls’s primary aims. Moreover, the exact
scheme for taxing and redistributing inherited wealth in a POD need not be
Meade’s. To assure that all citizens get an “inheritance” of some kind, for instance,
revenues from inheritance taxes could be paid out as equal “stakes” to all citizens
as they reach adulthood, in the spirit of Ackerman and Alstott’s stakeholder
society proposal.22 The fundamental point is that if large accumulated fortunes are
not to produce generationally transmitted inequalities of wealth and in turn politi-
cal power, then property and taxation laws must be written so as to mandate the
dispersal of large estates.

In contrast, progressive taxation of income plays a less prominent role in
Rawls’s account of property-owning democracy. Indeed, Rawls prefers a flat tax
on consumption (with progressivity assured by providing exemptions below a
certain minimum level) to income taxes, and also suggests that in a fully func-
tional property-owning democracy (with presumably a very wide distribution of
assets), progressive taxation of income or expenditure might not be necessary at
all.23 But Rawls allows that such taxation will often continue to be necessary and
justified to realize the difference principle, and we can reasonably assume that
significant progressive taxation of income would be a necessary (though not
sufficient) element of any strategy to move in the direction of a property-owning
democracy.

III. Critical Questions for Property-Owning Democracy

This rough sketch is as far as Rawls goes in specifying the nature of a
property-owning democracy. To be sure, in Justice as Fairness Rawls helpfully
clarifies the contrast between property-owning democracy and welfare state capi-
talism, succinctly re-states his view of the sort of taxation a property-owning
democracy will require, and offers some potentially important remarks about the
role workplace democracy might play in achieving justice; but he does not sub-
stantially develop the institutional account of property-owning democracy beyond
that offered in A Theory of Justice.24 Needless to say (and as Rawls is well aware),
that sparse account leaves many critical questions unanswered.

Consider, first, the problems with what Rawls terms “welfare state capital-
ism” that a property-owning democracy is intended to redress. These include
violation of the fair value of political liberties due to the excessive political power
of the wealthy, as well as violation of the principle of equal opportunity due to
the strong correlation between economic position and effective opportunity under
conditions of large-scale inequality. Here Joshua Cohen25 usefully identifies
several fundamental tensions between capitalism and democracy, two of which
are particularly salient in assessing property-owning democracy: the “resource
constraint” problem and the “structural constraint” problem. The resource con-
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straint problem refers to the fact that in capitalist democracies, economically
privileged groups have more resources and greater capacity to engage in politics
to defend their aims than economically disadvantaged citizens and groups, leading
to systemic biases in democratic processes and policy outcomes. The structural
constraint problem is that certain public policy options that might be endorsed by
popular majorities are effectively taken off the table by the dependence of poli-
cymakers on the investment decisions of capitalists; public policies that might
alienate or constrain investors are thus not adopted even by relatively “liberal”
leaders.

Rawls’s expression of his concerns about the relationship between democ-
racy and capitalism perhaps lacks the analytical precision provided by Cohen.
But his stated concerns about the impact of welfare state capitalism on the fair
value of political liberties are sufficiently clear to conclude that, to meet the
normative aspirations Rawls assigns to it, a POD should be able to solve both
the resource constraint and the structural constraint problems.26 It is not imme-
diately obvious, however, that a POD, as sketched by Rawls, could actually
achieve those goals.

Consequently, in the next section I present a somewhat more detailed inter-
pretive reconstruction of the property-owning democracy idea that builds upon
the sketch Rawls provides. I pay particular attention to two critical questions:
how a property-owning democracy might assure that resources remain widely
dispersed over time, and how a property-owning democracy might assign own-
ership rights in corporations (i.e., how control of productive capital will be
organized).

My reconstruction of what a property-owning democracy looks like in prac-
tice comes with one major added proviso: Rather than simply consider the sort
of institutional configuration that could limit large accumulated estates and dis-
perse property, I aim to describe an institutional configuration that could guar-
antee a meaningful share of property to all citizens, not just those who happen
to be chosen to benefit from (dispersed) inherited wealth. Although Rawls does
not explicitly say that all citizens in a just POD should be property owners, I
contend that this is a reasonable extension of his concern with putting “all
citizens in a position to manage their own affairs on a footing of a suitable
degree of social and economic equality.”27 Simply put, a POD should not be a
society in which some have property and others do not, combined with a cap
on maximum property holdings or inheritance; call this interpretation of the
concept “minimalist property-owning democracy.” Rather, a POD should be a
society in which all citizens have tangible property, and enough of it to mate-
rially affect their life prospects and possibilities for exercising personal liberty.
Here I follow DiQuattro’s interpretation of Rawls as intending a social system
not based on class distinctions between owners and non-owners of capital and
property.28 This interpretation is also motivated by what might be termed a
republican concern with fostering independence from domination by private
interests, which in turn requires that individuals have sufficient economic
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holdings so as not to be forced into relations of social domination in
order to secure their material existence.29 What I aim to describe, then, is not
simply a property-owning democracy, but an egalitarian property-owning
democracy.

IV. Who Owns What? The Composition and Distribution of Property
in an Egalitarian POD

One fundamental question is just what sort of property needs to be distributed
in a “democratic” fashion. If the notion of an egalitarian property-owning democ-
racy is to have any substance, it cannot mean merely that all citizens own some
property, such as a home or a savings account endowed by the state.

Rather, it must mean that the real productive wealth of a market society—
land and capital—is held widely, and that there is no longer a dominant class
of capital-holders. Any version of property-owning democracy that failed to
achieve this would reproduce both the resource constraint and the structural
constraint problems of contemporary corporate capitalism. Specifically, a
property-owning democracy must concern itself with the distribution of land,
holdings in corporations, bond holdings, holdings of real assets (buildings,
machinery), and cash savings, as well as, plausibly, intellectual property. Last
but not least, such a democracy must also be concerned with the distribution of
human capital, that is, the distribution of ability to earn income through labor
(mental or physical).

The question of a democratic distribution of opportunities to develop one’s
human capital is an enormous one, but it is also the more familiar and safer
subject, falling squarely within the terrain of widely accepted ideas about “equal
opportunity.” Presumably a system of universal high-quality public education and
job training that managed to correct for initial inequalities of position due to class
background, or at the least made high quality educational opportunities available
to all regardless of class, race, or geographic background, would be the primary
mechanism for human capital development under a POD.30 Obviously, achieving
such a system is no simple matter, but for the moment we will set this relatively
familiar idea aside.

The more difficult question is how to organize a political-economic system
that achieves widespread distribution of the other forms of productive capital.
Indeed, it can plausibly be argued that it is impossible to obtain a fair distribution
of opportunities to develop human capital without also fairly distributing the other
types of capital; Rawls’s comments on the inadequacy of redistributive public
policies within welfare state capitalism appear to be a nod to this view.31

We will shortly return to the critical topic of how a POD might assign
property rights to productive capital. First, however, it will be helpful to articulate
some overall parameters for the desired distribution of wealth in an egalitarian
POD.
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How Much Property Is Enough? Wealth Distribution in an Egalitarian POD

What would the distribution of property actually look like in a property-
owning democracy? Rawls is notably vague about this question, simply saying
that inequalities of property must benefit the least well off. For the sake of adding
some specificity to this precept, let us assume in the context of the United States
that a property-owning democracy that met the difference principle would distrib-
ute wealth such that each household of four possessed net assets equivalent to the
median family wealth accumulation in 2004: roughly $93,000 (2004 dollars).32

For convenience, we will round up and call it an even $100,000 in 2006 dollars.
Using the median level of family wealth as a benchmark for the minimum

household may seem like an overly generous, overly egalitarian application of
the difference principle, until we consider that this median was in 2004 just more
than one-fifth of the mean family worth.33 Because wealth holdings in the United
States are currently extraordinarily skewed, there is a large gap between mean and
median wealth holdings. A society in which the bottom forty percent of house-
holds on average possessed the minimum $100,000 of household wealth (com-
pared to average holdings of just more than $2000 today); in which the middle
quintile of households possessed an average of $200,000 of net assets (compared
to roughly $82,000 in 2004); and in which assets were redistributed away only
from the top one percent, would allow for roughly a 42:1 gap in average wealth
holdings between the top one percent and middle quintile households, compared
to roughly 180:1 in 2004.34 This is still a staggering degree of inequality (indeed,
plausibly far too much to fulfill the difference principle). Moreover, it is not
obvious that a less stringent standard than this—for instance, affording each
household a minimum of half the current median household worth (roughly
$50,000)—would be sufficient to correct the core problems of political inequality
Rawls wants a POD to solve (though this alone would have certainly have massive
welfare benefits for the least well-off compared to the status quo).35

The Composition of Property Portfolios in a POD, I: Residential Property
and Cash Assets

Let us assume, then, a system of property rights and tax policies designed to
assure that the typical household in the asset-poorest decile of the population
possessed at least $100,000 in net wealth.36 What would be the likely composition
of this property portfolio for the least well-off? On the one hand, Rawlsians might
be inclined to leave this question entirely open; it should be left to the individuals
concerned to choose whether to hold real property, invest in corporations, or
maintain cash assets. On the other hand, it does not appear that Rawls can remain
totally indifferent to this question if the POD is to achieve its stated goals. In
particular, it should be a matter of concern if the least well-off possess no holdings
in corporate or business property whatsoever, and corporations continue to be
disproportionately owned by the most well-off. Such a society would likely be
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subject to the same criticisms regarding excessive corporate power weighted to the
interests of a narrow class now leveled at contemporary capitalism.

Let us also assume (for sake of illustration) that a desirable portfolio of
property for the least well-off would be diversified. A typical household in the
poorest decile thus might possess home equity of $30,000, amounting to
roughly a one-fifth stake in a home priced at two-thirds the current median sales
cost ($218k) of existing homes in the United States;37 $20,000 in cash savings,
equivalent to a year’s salary for a worker earning $10 per hour; and $50,000 in
stock holdings. Let us further assume this stock holding is vested in a mutual
fund, and that the stocks owned pay dividends equivalent to two percent of
holdings annually.

The financial position of citizens with a portfolio of this type would be vastly
superior to that currently enjoyed by Americans in the bottom one-half of the
wealth bracket. The fact of homeownership would give each household a tangible
stake in the well-being of their local communities, and would help cultivate the
idea that everyone has an interest in the overall health of the economic system;
moreover, we would expect the value of this stake to rise over time for households
as equity accumulates. The presence of substantial cash savings would provide
security against short-term financial crises, and would improve the bargaining
power of labor, especially on the low end of the labor market: workers would have
greater capacity to hold out or negotiate for a job with a better wage. The stock
holdings would provide a tangible annual boost in the form of dividends (on order
of $1000 a year in this example) and also would be expected to grow over time,
on the assumption that the value of stock holdings on average should in the long
run grow at the same rate as productivity in the economy as a whole. If we also
assume that this minimum distribution of property to worse-off households were
accompanied by adoption of universal social insurance, in particular health insur-
ance,38 then it seems quite clear that the position of the least well-off would be
dramatically improved by a shift in property holdings of this kind.

It also seems reasonable to conclude that property in such a society would
indeed be “widely dispersed” in the way Rawls believes desirable (though as
indicated, it’s debatable whether the concrete standard described above would
suffice to meet the difference principle, rigorously interpreted). But would such an
initial distribution of property be sustainable over time without resort to continual
interventions into market transactions? And wouldn’t the dynamics of market
transaction work to quickly undo this initial relatively desirable distribution of
property and replicate the old order?

Consider the particular case of stock holdings. There are two all too plausible
scenarios by which the seemingly desirable distribution of household property
sketched above might dissipate. First, some households might engage in high-risk
investment strategies aimed at allowing them to leapfrog economic positions
quickly. Many of those households will lose most or all of their initial holdings.
Second, wealthier households may find it desirable to buy the shares of less
wealthy households with a premium price attached, either to obtain the long-term
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expected benefits of stock ownership or perhaps in some cases to obtain effective
control of an enterprise. Given the differences between richer and poorer house-
holds in the utility derived from increases in present consumption, poorer house-
holds may readily agree to such deals. The result would be a short-term financial
boon for those at the bottom at one particular moment, but in the long term the
re-emergence of a class of individuals with no ownership rights in capital. This is,
more or less, exactly what happened in the 1990s in the former Soviet Union after
the distribution to citizens and workers of ownership vouchers in formerly state-
owned enterprises.39

This observation lends itself to the following proposition: that a stable
property-owning democracy must have well-established rules to maintain the
broad dispersal of property; and that it should employ different strategies for
achieving this for different categories of property. Consider the three broad classes
of property included in this example: residential holdings, cash holdings, and
stock holdings.

Residential holdings are the most inherently stable form of property: residen-
tial owners do not generally acquire their property for speculative purposes
(though this may be an ancillary benefit), and cannot easily be dispossessed
against their will (provided that mortgage payments are met). While the recent
housing market crisis has led some progressive observers to question the very idea
of using housing as a vehicle for boosting assets,40 home equity remains the
principal asset held by a large proportion of Americans; in 2004, the median
home-owning family controlled roughly $184,000 in assets, compared to $4000
for the median renting family.41 Given that the fact of homeownership remains a
critical pivot distinguishing citizens who have meaningful assets from those who
do not, it is natural that a property-owning democracy should seek to both secure
existing owners and to extend such ownership as far as possible, in ways that are
viable over the long term. The key is that such a policy strategy must involve real
asset redistribution to fund individual or collective acquisition of housing.

A policy regime committed to property-owning democracy could bolster the
security of homeowners in lower economic brackets by subsidizing mortgage
payment insurance and by subsidies offsetting property tax increases associated
with gentrification in urban areas. Such a regime also would likely increase public
subsidies for first-time homeowners, via grants to cover down payments on initial
home purchases. It might also introduce (if feasible) a mandatory right to purchase
for renters who have remained a given length of time (say one year) in the same
property. Policy support might also be given for collective forms of home own-
ership, such as urban community land trusts; indeed, there is good reason to think
these forms of homeownership may offer poor and middle-income households
greater security against economic down times than conventional ownership.42 The
object of such initiatives would be to reduce the rate of what we might term
“involuntary renting” and consequently reduce the scope for what we might
(equally inelegantly) term “landlordism,” or collecting rent from residential prop-
erty. Ownership of residential property offers both relative security to poor and
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working people and frees them from bleeding income away to landlords;43 this in
itself would be sufficient justification for the policy.

Note however an important distinction: whereas in the context of highly
stratified societies in which social class and residential location are highly corre-
lated, promotion of homeownership as an ideal often carries a conservative,
exclusionary connotation; in the context of a society striving to meet Rawls’s
background conditions for justice, near-universal adult ownership of residential
property might help provide citizens with self-respect and contribute to a social
order that fostered such respect.44 Obviously, any such effort must be distin-
guished from attempts to expand homeownership without bolstering the assets of
low-income households, such as the use of subprime mortgages. A serious effort
must focus on providing assets and assistance to households to allow them to
acquire property that will be of lasting value, not on getting people into homes
they cannot afford over the long run.

The treatment of savings—cash held in various kinds of savings accounts—
provides a more complex problem and would require a different sort of solution.
Here, the goal cannot readily be conceived as guaranteeing each household a
stable amount of cash savings. Such a principle would immediately create per-
verse incentives as well as a fiscal sinkhole. It cannot be the case that as soon as
a household exhausts its initial savings, the state automatically replenishes its
account. Moreover, we might view some degree of risk taking with cash assets as
desirable. This means, in effect, that some households will periodically fall below
the $100,000 asset baseline suggested above.

This dynamic can be mitigated, however. First, the use of personal savings
accounts endowed in part with state funding (see below) might be, in part or in
whole, restricted to certain purposes with a high likelihood of yielding long-term
benefit (such as educational expenditures, a home down payment, and so on); or
citizens might be required to meet with a long-term financial consultant before
making any withdrawals; or withdrawals might be limited to a certain proportion
of the total capital in any given year. Alternatively, there could be a system of
different kinds of savings accounts devoted to different purposes, each with
different rules: some accounts would permit borrowing at will, others would only
permit use of funds for very specific purposes (i.e., tuition payments, acquisition
of a vehicle, and so on). A diversified account system of this kind would be less
likely to fall afoul of anti-paternalistic objections.

Second, a POD might initiate voluntary public insurance schemes allowing
households to ensure themselves against the risk of bankruptcy resulting from
investment losses, failed businesses, and the like. These schemes must be carefully
designed to avoid moral hazard problems; households undertaking especially
risky investments would need to be required to pay higher premiums, for instance.

But how would holdings of cash assets be diversified in the first place? Again,
two strategies suggest themselves. The first would implement a version of the
“stakeholder society” proposal of Bruce Ackerman and Anne Alstott.45 Ackerman
and Alstott proposed affording each U.S. citizen a grant of $80,000 (roughly
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$105,000 in 2008 dollars) starting at age twenty-one; college-bound students
could begin accessing grant money at age eighteen. In a Rawlsian POD, we might
assume funds for college would be paid for out of other sources (via provision of
guaranteed university tuition as a matter of right to all qualified students); hence
such a “stake” could take the direct form of a cash grant, to be invested or saved
as each individual saw fit.

The second strategy would consist of providing not a one-time lump sum but
an annual cash grant to all residents, following the proposals for a universal basic
income of van Parijs46 and related authors. If the United States chose to expend
two percent of annual GDP on such a grant, this would amount to a grant of
roughly $3700 a year for each family of four, or $925 per capita.47 The advantage
of the annual grant is simply that, unlike the Ackerman-Alstott stake, it cannot be
lost entirely; the disadvantage is that the annual grants would likely be too small
to build a real pool of savings capable of providing tangible security to citizens,
and instead might be used simply to enhance short-term consumption.48

Detailed discussion of the merits of these alternative strategies is beyond the
scope of this article; already there is a rich literature on both sorts of proposals.49

It should be noted, however, that there is no logical obstacle to employing a hybrid
strategy (i.e., a lump sum at age twenty-one combined with modest annual grants),
or a strategy allowing citizens themselves to choose the form in which they will
take their savings grant. Because each new generation of citizens would have
access to the grants regardless of the financial circumstances of their parents, both
approaches would fit the Rawlsian criteria of providing substantive equal oppor-
tunity to each new generation.

Logically, these grants could be funded directly out of taxation on large
inheritances, Rawls’s preferred method of redistributive taxation; the explicit
normative justification for such taxation would be precisely to maintain a society
in which wealth is not narrowly controlled. Inheritance taxation if used alone
would have to be dramatically higher, however, to fund meaningful transfers of
this kind: In the United States, savings grants amounting to two percent of GDP
would cost roughly $285 billion; but estate and gift taxes were projected to
account for just $27 billion in federal revenue in 2008.50 Even doubling the
effective inheritance tax rate would leave insufficient funds for any redistribution
substantial enough to seriously improve citizens’ life prospects. Money for
meaningful wealth transfers thus would need to be financed not just out of
inheritance taxes, but by the institution of a wealth tax or some other mechanism
capable of tapping resources now controlled by the top one percent of wealth
holders.51

The Composition of Property Portfolios in a POD, II: An Economy of
Small Entrepreneurs?

The very phrase “property-owning democracy” invites an attractive mental
image of a society of small-holding entrepreneurs, in which each individual or
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household either personally operates an independent enterprise, holds a substan-
tial stake in such an enterprise, or has a reasonable hope of some day coming to
own such an enterprise. This would be the Smithian capitalism of the butcher,
baker, and candlestick maker rather than the capitalism of Exxon, General Motors,
and Dupont. While the attraction of this image is undeniable, it does not comprise
a realistic vision of a modern economy organized according to democratic norms.
Five cogent objections to the small-enterprise interpretation of property-owning
democracy immediately present themselves.

First, such an entrepreneurial society runs the obvious risk of morphing into
a society once again dominated by powerful corporations or oligarchs, as success-
ful entrepreneurs use their initial success to leverage increased economic and in
turn political power. To avoid such an outcome, a small enterprise society must
have stringent rules in place—far beyond even the relatively aggressive antitrust
policies in the United States of the early twentieth century, let alone their current
neutered application—to prevent not simply manipulation of markets by dominant
firms but the emergence of dominant firms in the first place. Such restrictions
would likely face opposition from both the more successful entrepreneurs and
from those concerned about minimizing “interference” with market operations,
and hence might not be politically sustainable over time.

Second, there are potential efficiency objections to a society based on the
small entrepreneur. These include economies of scale and internal coordination
achievable by larger business units, as well as long-term efficiency breakthroughs
attributable to technology and research undertaken by corporations.52 To be sure,
there is good reason to doubt that existing levels of industry concentration can be
justified on efficiency grounds; at a certain point, excessive corporate size and
bureaucratization can become impediments to efficiency and innovation.53 The
important point here simply is that in many industries, efficiency in production
and the ongoing generation of new research and technology often will necessitate
the existence of relatively large firms that do not conform to a Jeffersonian model
of the small entrepreneur. While efficiency per se is not a decisive consideration
for Rawls, the costs associated with trying to create a true small-entrepreneur
society in modern conditions could be severe enough to damage the position of the
least well off compared to a society that accepts the existence of larger business
units.

Third, there are questions about the difficulty of upholding labor and
environmental regulations in a small enterprise society. A small enterprise
society would likely be a highly competitive one, in which business owners
could be expected continually to seek to cut costs at the margins. Such owners
are likely to skirt the edges of environmental and labor laws—or worse—to
maintain competitiveness. Moreover, the task of enforcing such laws will be
more challenging, and likely more costly. Specific laws impacting the micro-
level organization of firms—requiring, for instance, worker participation in
monitoring and enforcing regulations along the lines suggested by Cohen and
Rogers54—might alleviate this problem; but if so, this simply indicates that an
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account of a small enterprise society intended to achieve the goals of a property-
owning democracy must also provide an account of the internal governance of
such enterprises.

Fourth, achieving a small enterprise society would require at some point
breaking up existing corporations into sufficiently small units so that the owners
of each unit would not have disproportionately large economic or political power.
This, I submit, is literally an impossible proposition; at a minimum, it would be a
legal nightmare requiring courts to make thousands if not millions of decisions
about how to best disperse corporate property.

Fifth, and perhaps most daunting of all, any proposal to transform existing
corporate property into widely dispersed small business property would face
overwhelming political opposition, some of it in defense of existing interests and
some of it perhaps well-motivated (i.e., moved by concerns like those noted
above). It is hard to imagine a legislative, as opposed to a revolutionary, path to
such a goal.

The combined weight of these considerations leads to the conclusion that a
property-owning democracy cannot be a small-enterprise, “nation of shopkeep-
ers” economy. This is not to say that there is no possibility for expanding the small
business sector in a modern economy, and no case to be made for breaking up at
least some existing corporations, particularly when they accumulate excessive
political power. Rather, it is to acknowledge that the large-scale corporation, in
one form or another, will continue to play a central role in any plausible model of
a reformed market economy.

The Composition of Property Portfolios in a POD, III: Ownership
in Corporations

It may be helpful at this point to briefly review where we are in the argument.
If we

1. Interpret the POD idea as meaning that widespread ownership of business
property is necessary to achieve the stated goals of a POD;

2. Also conclude that such widespread ownership cannot plausibly take the form
of reverting to a small-enterprise, shopkeeper’s economy given modern his-
torical conditions as well as efficiency considerations; and

3. Further conclude that any one-time effort to distribute stock widely across
the population is highly unlikely to lead to stable, widespread ownership of
capital, but instead will sooner or later revert to highly concentrated of
capital;

then we must consider alternative strategies for achieving stable widespread
ownership of capital. Here the market socialist literature supplies three plausible
answers.
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First, individuals might be issued non-tradable coupons entitling them to a
fixed percentage of stock in corporate firms (which would be publicly owned).
This proposal is at the heart of John Roemer’s vision of market socialism.55 Under
Roemer’s proposal, individuals could move coupons between a variety of mutual
funds, which would use market criteria to decide which firms to invest in. Firms
receiving coupon investments could then exchange the coupons for cash from the
government treasury. Because such coupons could not be sold by individuals for
cash, they would provide a stable, enduring access to capital and returns from
capital to all citizens.

Second, individuals might come to have rights to the use of capital via the
workplace. Among market socialists, this idea has been best expressed by David
Schweickart; he proposes that capital be socially owned, and that firms be legally
required to be organized as democratic cooperatives.56 The cooperatives would
pay a fee to the state for the right to use capital, but be allowed to keep profits in
excess of this capital tax. Numerous other authors have advocated for expanding
direct employee ownership of firms within the context of existing capitalist econo-
mies, and there is now considerable experience in the United States with estab-
lishing and sustaining worker-owned firms.57

Third, public institutions might directly hold stock on behalf of the
public, and, when appropriate and feasible, distribute returns from such
holdings to individual citizens in the form of dividends. This possibility is an
integral part of the “Pluralist Commonwealth” proposal of Gar Alperovitz.58

Alperovitz points to numerous examples where states and localities own sig-
nificant corporate stock on behalf of publics, most notably via public pension
funds.59 James Meade argued in a similar vein for a pluralistic approach to
enhancing socially owned wealth, recommending “the encouragement of insti-
tutional forms (such as profit-sharing schemes, the installment purchase of
municipal houses by their tenants, and the development of suitable investment
trusts) which would make easier and more profitable the accumulation of
small properties.”60

Further discussion of the relative merits of these various ownership possibili-
ties is beyond the scope of this article, other than to observe that there is once
again no logical reason why these various models may not in practice be mixed
together. The crucial point is that insofar as a Rawlsian POD is to achieve the aim
of establishing stable, widespread ownership of business property, resort to one or
all of these strategies will be necessary. Consequently, Rawls’s own distinction
between “property-owning democracy” and what he terms “liberal socialism,”
though useful, should not be overstated: while there are cogent grounds for
distinguishing the two ideas (see below), there is also significant overlap between
them at the level of practical application.
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V. The Institutions of an Egalitarian Property-Owning Democracy:
A Restatement

If we accept the argument thus far, the following revised sketch of property-
owning democracy emerges. First, the existence of a basic market in which goods
are allocated is assumed; particularly important is the existence of a labor market
in which individuals are free to choose their occupation and to exit their jobs at
will. Second, citizens are to be provided equal opportunity to develop their human
capital through familiar mechanisms such as public education, subsidies for
higher education, job training programs, and the like. Third, a basic scheme of
universal social insurance is assumed to be in place to prevent against ruinous
financial costs associated with job loss, health problems, and other adverse events;
citizens are also to be guaranteed a social minimum of income and resources, and
it is assumed that there will be substantial transfers aimed at bolstering the income
of the least well-off.

Fourth, a variety of schemes are implemented with the aim of quite substan-
tially broadening effective ownership of the major forms of property. Here we
have focused on three crucial categories: real estate (real property); savings and
cash reserves; and ownership of corporate business property. (We have not given
attention to retirement accounts and pensions, or the question of household debt,
though these too must be addressed in any comprehensive POD proposal.) It is
proposed that government pursue different strategies aimed at providing stable
widespread distribution of each of these types of wealth. In the case of real estate,
this means subsidies and asset transfers aimed at extending and stabilizing home
ownership. In the case of savings and cash reserves, this means cash grants, on
either a lump-sum or an annual basis, intended to provide all citizens with a
meaningful financial reserve and increased freedom to pursue their own ends. In
the case of corporate property, ownership may be vested in workers, or it may be
vested in public institutions. In some cases these public institutions may be
organized so as to mimic the operations of existing private stock markets by
allowing individuals (via mutual funds) to move “coupon” investment vouchers
from less to more profitable companies.61 Even when this is not the case, it is
expected that returns from public holdings in profitable enterprise will either be
returned directly to individuals or invested in public goods benefiting the popu-
lation at large.

The Fit Between Institutions and Ideal

A political-economic system with these features would reasonably approxi-
mate Rawls’s notion of a property-owning democracy. First, it would be consistent
with a system of basic liberties as well as a system of substantive equal opportu-
nity. Second, via strong inheritance and/or wealth taxes, it would act to dissipate
extreme concentrations of wealth. Third, it would provide mechanisms for ensur-
ing that the least well off have access to at least some property in each of three
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domains (real estate, savings, capital ownership) as well as presumably sufficient
human capital to be able to earn a reasonable income via one’s labor. Property as
such thus would be both less concentrated and widely distributed among all
(adult) members. Related to this, there is good reason to think this arrangement
would substantially improve the position of wage laborers, both economically and
with respect to workplace power (see Nien-hê Hsieh’s contribution to this sym-
posium for elaboration). Fourth, although a coherent institutional configuration of
property-owning democracy would almost certainly require, as seen above, some
plainly socialist elements, it could nonetheless be plausibly claimed that property-
owning democracy is distinct from democratic socialism as such: most notably,
the system sketched above does not involve or require democratic approval of a
comprehensive economic plan. It does allow for partial economic planning carried
out via partial public ownership of corporate firms, as well as the usual govern-
mental channels; but so too does welfare state capitalism. The overall pattern of
investment remains largely independent of public control under this conception of
a POD.

Fifth, it could be plausibly claimed that this stipulation of the content of a
POD does not, contrary to the worries of some libertarian critics,62 require con-
tinuous government interference in market transactions so as to uphold a rigid
pattern of wealth holdings. Once the background institutions for allocating prop-
erty are established, the system should operate of its own accord to produce a
less concentrated, far wider distribution of property, with no “interference” in the
everyday operations of the economy required beyond that present in the existing
system of periodic taxation.63 But this virtue could be claimed only on behalf of
an already-established POD; the process of transitioning from welfare state capi-
talism to a POD would require, probably in a quite substantial degree, redistri-
bution of assets accumulated under the “old” rules defining property rights and
taxation.

It is less clear that a society of this sort would fully solve the structural
constraints problem; many democratic socialists64 have argued that only demo-
cratic economic planning (i.e., social control of investment) can achieve that goal,
and such planning has no place in Rawls’s proposal.65 The property-owning
democracy idea differs from democratic socialism in another crucial way as well:
it appeals to a different set of cultural values—those associated with indepen-
dence, responsibility and ownership—than does democratic socialism; and it may
have political appeal to a different, or at least wider, audience than have traditional
socialist ideas (especially in the United States). Property-owning democracy is not
an ideal that valorizes industrial workers or regards them as the necessary agents
of social change; rather it is an idea with a greater likelihood of appealing to what
Unger66 terms the “petty bourgeoisie” (small entrepreneurs and others who aspire
to upward social mobility, conceived in individualistic terms).

While this fact will make the POD idea controversial and perhaps unattractive
to some left theorists, it is also, apparently, a major reason why Rawls focuses
on property-owning democracy and not democratic socialism as the vehicle for
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realizing justice as fairness. “When a practical decision is to be made between
property-owning democracy and a liberal socialist regime,” Rawls writes, “we
look to society’s historical circumstances, to its traditions of political thought and
practice, and much else.”67 Property-owning democracy, Rawls seems to suggest,
should at least have a fighting chance of achieving cultural and political resonance
in the political cultures of advanced industrialized democracies. Much more effort
must be exerted in both translating the basic idea into a concrete political program
and in presenting the idea to the larger public before the truth of Rawls’s judgment
can be assessed.

A longer version of this article was initially given at the September 2007 meetings
of the American Political Science Association in Chicago; I thank panel respon-
dents Corey Brettschneider and David Schweickart for their comments at that
time, as well as fellow presenters Nien-hê Hsieh, Waheed Hussain, and Martin
O’Neill for detailed comments on the shorter version of the article. I also thank
the two anonymous reviews for JSP for their very helpful comments.
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