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THE POLITICS OF INEQUALITY:
A POLITICAL HISTORY OF THE IDEA OF ECONOMIC INEQUALITY IN
AMERICA

BY
MICHAEL J. THOMPSON

ABSTRACT
Advisor: Prof. Frances Fox Piven

The present work charts the devolution of the discourse on economic inequality in
American thought and is an attempt to discern the political course of these idess. The
thesisisthat the discourse againgt economic inequdity in American palitical thought has
eroded dowly over the course of American politics. Whereas economic inequaity was
intensaly critiqued in the beginning decades of American political and socid thought—as
capitalism developed and began to creste modern economic life aswell asrigid socid
divisons—itsradicdism and intensity began to wane once aliberad- capitalist consensus
was established during the New Ded era. Contemporary ideas about inequality largely
lack an inspiration toward radicalism not smply because of astrong sense of American
liberal ideology, but also because the nature of the economy and its effects have become
largely de-politicized.

Thiswork traceswhat | cal America's economic “egditarian tradition” which
emphasized the importance of politics over that of economics, seeing that the new
economic society that capitalism was creeting in America was decidedly againg the
politica impulses that crested American politicd and socid life. This anti-aristocratic

discourse had a concrete referent in the way that wealth was monopolizing itsdlf,



recreating what many of the radica socid critics of the early nineteenth century referred
to as anew feuddism.

But the late twentieth- century would see the rise of a conservative assault on this
egditarian tradition. Thiswould comein the form of liberad economic thinkerslike
Friedrich Hayek and Milton Friedman. Their argumentsin support of libera
individuaism, the minimalism of the state and its aasence in economic ffairs, and the
conflation of politica liberty with economic liberty, meant a transformation of the
discourse of inequdity in America toward one which would de paliticize economic
inequality and would aso begin to sow the seeds for akind of legitimation of economic
divisons based on theidea of liberd individualism. The American economic egditarian
tradition therefore becomes undermined by the radicalization of economic liberdism

itself aswell as a degpening culture of possessve individudism.



lodtnto §'aipol kol misovelioy ¢ive.

—Menander



TABLE OF CONTENTS

Introduction: The New Inequdity and the End of Higtory................ccoevene.n. 1
Chapter One: The Problem of 1deology, Economics and Political Higtory....... 28

Chapter Two: Economic Inequdity in Western Political Thought:
The Continuity of @n 1deaL ..o 60

Chapter Three: Economic Inequaity and Early American Politica
THOUGNL. ... 98

Chapter Four: Inequdity and the Trandformation of American Capitdism
from Class Conflict to Reconciliation.............c.ovuviiiiiiiiiiiie e, 152

Chapter Five: Embracing Inequdlity: The Reorientation of American



INTRODUCTION

The New Inequality and the End of History

What isthe political significance of economic inequaity? With what mord
wrongs doesit resonate? In what ways does the existence of economic divisonsin
society threaten or put into question our conception and culture of democracy?
Throughout higtory, we find injunctions againgt unequa divisions of property, wedlth,
and power. Itiscertainly no radica clam to say that the find decades of the twentieth-
century witnessed aradica transformation in American economic and palitica life. The
greet reaction againg the welfare state that was erected during the New Dedl and had its
roots in the Progressive erd s philosophy of an expanded state and a skepticism of the
market, has given way to anew conceptuaization of economy and society. The present
Study examines economic inequality as it was conceived by politica thinkers throughout
American palitica thought. In thefird instance, it will trace the historica development
of the ideas that American political thinkers and critics held concerning economic
inequdity. Its second am isto explain the current acceptance and toleration of economic
inequaity in America; to examine the change in political ideas and values that have led to
the legitimation of economic divisons and inequdlities that mark the end of the
twentieth- and beginning of the twenty firg- centuries. American palitical thought has
been characterized over the centuries by a overriding concern with the problem of
economic inequality and the reason for this should come asllittle surprise. Students of
American political thought and political theory know the Enlightenment foundetions

upon which the American palitical project has dwaysrested. Rooted in the politica



concern for equaity and for democratic republicanism, it has also been marked by a
liberal economic ethos and the rapid development of a capitalist economy, class conflict
and competing views of the *public good.” The clash between these two faces of
American political history occurs frequently. Perhgps the most sdient historical locus for
this clash is the subject of economic inequality.

Although the concern with economic inequdity has hardly faded from the public
discourse, it certainly no longer commands the attention it once did. The question
“should inequality matter?’ has become a common one in contemporary debates about
American public and economic life. Economic liberalism has provided arguments for
justifying inequdlity just as contemporary political culture aso seemsto tolerate
economic divisons more than at any other time in American history. In the not too
distant padt, the redlities of economic inequdity spurred mora outrage. Combating the
effects of inequdity had been the imperative of much of American socid policy
throughout the twentieth- century. Indeed, during the New Deal and through the 1960s,
there was greet atention paid to the distributiona impact of the capitdist economy and
its effects on socia wdfare. Far from seeing markets, asthey are seen today, as neutral
and naturd, the redlities of the Grest Depression and massve inequdities in wedth and
incomes were seen as adetriment to politica democracy. The reorientation of
government policies has been matched by asmilar change in public attitudes toward
economic and socid inequdity. Although Americans sill think economic inequdity is
mordly wrong, they have accepted its consequences more than in previous erasin

American history. They no longer see the comnection between palitics and economics,



nor do they glimpse the ways that economic congtraint interferes with the project of
political democracy.

| will argue that economic inequdity was central to the politica debates that
spurred America spolitical and socid development. In addition, | will argue that
economic inequality was a central moral and political concern throughout American
politica higtory and that American politica vaues of equdity have lessened in intengity
as we follow the discourse on economic inequality throughout American political higtory.
Today it has become customary to exclude class when discussng American politica and
socid higtory. Inits place, the issue of equality has been cast in racid and gendered
terms. To be sure, thistoo isacentra aspect of the development of American political
history and palitics, but the dynamic of dlass inequality remains a stubborn redity, and—
not unlike the problem of race—it has been one of the central themesin American
politica history. Clarifying the ways that economic inequality threstened politica
conceptions of liberty, citizenship and democracy is therefore a central concern which
needs to be probed and explored, for in no other time in American history has the gap
between palitica and economic democracy been so evident than in the present moment.

Looking historicdly at the way that American thinkers and socid critics
conceptuaized the problem of economic inequality aso has another, deeper purpose:
namely, to redirect the current discourse on economic inequality by placing the problem
of economic inequdity in explicitly political terms. What isin fact consstent about the
discourse on economic inequality in American political thought is how intimately bound
up it was with adistinct political concerns of freedom and democratic republicanism, or a

concern for the dimination of servitude, dependence and unfreedom. The divison



between wedthy and poor was seen as a ditinct power relationship and not Smply asa
matter of class difference. American politica thinkers and socid critics were
consstently aware of the fact that economic power was an aspect of politica and socid
power. They were aware that political equdity and the republican forms of government
would be threstened by the emergence of inequdities in property and economic power
and that for atrue democratic civilization to survive it was necessary to diminate massive
inequdities of property, wedlth and social power. The economy was seen as aredm of
socid interaction separate from the state, but the assumption had aways been that if it
were |eft done and it rested on the foundation of individua labor, then arough economic
equality would be the result. What they feared was the emergence of protected wedlth, of
the kind that had characterized the feuda indtitutions of Europe. This sparked an
egditarian tradition that was grounded in the political concerns of equality and justice,
and not anaive notion of leveling or absolute equdity—and it isatradition with

profound implications for contemporary American palitics.

Thistradition and its unique pergpective on the rel ationship between politics and
economicsisin digtinct contrast to contemporary approaches to economic inequality,
those dominated by empirical economists and sociologists or mora philosophers. This
study wants to show that politics hasits own distinct perspective on the problem of
economic inequality and aclam on the debate about economic inequdity in both its
historical and contemporary manifestations. The key to understanding economic
inequality as it was viewed by thinkers throughout the development of American political
thought is to see economic inequdlity in palitical terms, and this fill retainsits salience.

Inequditiesin the economic sphere are dso digtinct asymmetrica power rdationships



which dictate many aspects of everyday life in addition to structuring inequditiesin
qudlity of life and access to basic economic goods which enable, or disable, socia
mobility. Economic hierarchies are not amply the result of differentidsin taent and

skill between different individuas. They are the result of the activity of markets and the
operetion of capitd, itsdf adiginct inditution. But in the end, thisis not redly theissue;
rather, what needs to be emphasized is that any movement toward economic equdity has
been higtorically achieved by political pressure in the form of socia movements that have
sought some degree of economic rights whether in the form of unionization or direct
redistribution, and it is the politica ideas that informed such movements thet are at issue
inthisstudy. It isnot that ideas are somehow primary to socid action but rather that
different politica ideas shape politicd action differently.

Historicaly speaking, economic divisons within society were aprimary lens
through which Americans viewed socid power in everyday life because it was the way
that power reationsin everyday life were structured. The connection between economics
and politics—something that today is looked down upon—isin fact acentra connection
for most of American political and socid history. This book seeks not only to make this
explicit, but dso to show that America historically possesses a vibrant economic
egditarian tradition, one that stretches back to the Revolutionary period itsef and which
continued on through to the twentieth- century. 1t is an egditarian tradition that saw
economic inequality as one of the central problems facing American paliticd lifeand
which put forward the ideathat inequdity in economic terms would be a prime cause in
the dissolution of the American republic and its conception of liberty and equdity.

Centrd to this argument is the notion that American politica ideas about individudiam,



liberty and equaity—which we broadly term liberdism—have different meaningsin
different historica-economic contexts. Liberdism wasaradica doctrine when it was
faced with encrusted power relationships that characterized aristocratic socid relations.
The concern with the right of each individua to be paid according to hislabor—and not
to profit off of the labor of others—was aradica interpretation of the liberd doctrine
which wanesin the late ningteenth, twentieth and twenty-firg-centuries. With the
reconciliation of working people to the wage system and to a broad liberal-capitdist
consenaus, liberdism would lose its radica edge in arguing for economic equdity and
become more of a defense of the prevailing sysem. This becomes amgor theme of this
study: namely that as the nature of the economic system changes and becomes more
“naturalized,” there is a consegquent acceptance of economic divisonsin American
politics and culture. It is not the fact that politica ideas have changed—Americans ill
embrace economic liberdism for example—but that the economic context within which
those ideas operate change over time.

What needs to be made explicit are that the various ways that economic inequaity
was problematized. What writers and thinkers within the economic egditarian tradition
sought to emphasize was the way that the growing disparity of economic power would
form the groundwork for distortions in political and socid power. New forms of
economic life would foster not individud liberty and independence, but a new form of
economic dependence on others and the erosion of socid and politica freedom. At the
root of the American economic egditarian tradition is the notion that economic divisons
lead inexorably to palitica and socid inequalities of power; that the essence of any red

sense of politica equdity could only be guaranteed by a sensibly equa distribution of



property and wedlth. This meant that politica and economic life werein fact inseparable
and that socia power was afunction not only of politica power, but in the ways that
individuas hed the power over their own economic life and the ability to direct tharr lives
independently of the sway of the power of others—whether thet person be a palitica
tyrant or afactory owner. What Americans were reacting againgt historicaly were the
memories and vestiges of aristocracy and feudaism. It formed part of a politica-
historical consciousness that militated againgt class divisons. The fear of the aristocracy
and the destruction of America s republican experiment were therefore at the core of
early American ideas about inequdity. The politicd moment was therefore dways
expliat, and it is something that has been lost in contemporary American attitudes toward
economic power and class inequality.

Late nineteenth- and twentieth-century American political history saw the
expanson of therole of the gate in economy and market. For many intdlectud dlites of
the time, the inegditarian effects of industrid capitalism were in growing opposition to
newer ideas and conceptions of democracy that were becoming current at thetime. But
more importantly, what the New Ded and the rise of the American welfare sate ushered
in was anew interpretation of democracy: one that saw, both implicitly and explicitly,
that political democracy was untenable without a substantial degree of economic equdity
aswell. Theredigributiona character of the welfare state was aresult of this overall
reconceptudization of democracy, but it was precipitated by the reection againgt the
massive economic divisons of the late nineteenth- and early twentieth- centuries as well
asaresponse to the overdl criss of capitaism. New Ded liberalism would eventudly

evolve into Great Society liberdism, and it would not be until the late 1970s that a



successful neoconservetive assault on the welfare state, and on the doctrine of economic
inequality, began to redirect this political project.

In some ways, one could argue that this was nothing particularly new in American
political and socia history. Indeed, there was asmilar palitical and ideologica
phenomenon during the 1950s and early 1960s. Books like Frederick Lewis Allen’'s The
Big Change in 1952 and Shepard B. Clough’s The American Way in 1953 were both
paeans to capitalism’s supposed ability to equalize incomes and provide equity with
productivity and prosperity, arguing that there was an emergence of the “democratization
of our economic system.” David Riesman in his dassc sociologicd andyss of post-War
America, The Lonely Crowd, argued that there was what he called an “ abundance
psychology” that was evolving out of a*“ scarcity psychology” as incomes were becoming
increeaingly egditarian in their distribution. Much of this was backed up empiricaly by
Simon Kuznets study published in 1953, Shares of Upper Income Groups in Income and
Savings in which, as Gabrid Kolko pointed out at the time, an analysis of thetop 5
percent of wedthiest Americans was used to substantiate claims about the spread of
income throughout the population asawhole® There also emerged a critical discourse of
this understanding of American economic and socid life with the publication of works
such as Michadl Harrington's The Other America in the early 1960s. Andydslike
Harrington were able to uncover what had been ignored by so many of these other
writers: the existence of alarge, poor underclass that was disenfranchised and excluded
from the palitical and economic system and the congtruction of public palicy.

Unlike previous andyses of economic inequdity, this sudy will analyze how the

problem of economic inequality was conceptualized by thinkers that confronted and



theorized it throughout the development of American history. American politicd
thinkers and socid critics throughout the centuries examined the implications of
economic divisons between wedthy and poor and between worker and capitalist in order
to gauge itsimpact on the American republican experiment. Highlighting the American
political tradition’s grounding in the concern for equdity and the anti-aristocratic and
anti-feuda ideologies that sprang out of the republican politica experiment in the
elghteenth- century, it will contextudlize both the critics of economic inequdity aswell as
its gpologists. Rooted in the impulses of the Enlightenment as well asthe palitics of the
English commonweslth tradition, the concern with economic inequaity occupies alarge
gpace in American palitical thought and as a systemic concern it conditutes a genuine
politica tradition within American palitical history, one that has been eroding in
contemporary palitica life. This study istherefore astudy inintellectud history and
political thought, but it is an andyss that seeks to make the economic egditarian
tradition in American palitical thought explicit and, in o doing, seeks to revive those
concerns for the politics of the present. It will place what istoday commonly an amost
exclusvely economic debate within apolitica context, tracing the historical linesge of
both the egditarian and inegditarian traditions in American politica thought. By looking
a politicd idess, it therefore puts emphasis on the forms of legitimation that shaped the
various ways that politics, economy and society were configured and dso offersa
historica perspective on the ways that we conceive inequdity aswell as democracy in
modern American life.

Political indtitutions are important, but they are undergirded by politica vaues,

ideas and traditions which give them legitimacy and shape the parameters within which



they operate. By “politicd” | therefore mean a much broader, much “thicker” conception
than what we are commonly used to cdling “palitics” Poaliticsis not Smply the
ingtitutions that make up the gpparatus of the state such as the courts, eected bodies and
other explicitly politicd inditutions of the state. In addition to these, it is dso the shared
ideas and vaues that ground the laws that govern any association. Throughout the
development of American democracy, equality as a basic concept has been one of the
most dynamic and problematic concepts in the development of modern democratic
politics and culture in the sense that it hes forced reflection on the economic syslem asa
whole and alowed new palitical understandings of rights and dutiesto emerge. Although
an abdtract category to be sure, the problem of maintaining some degree of economic
equdity in the face of growing disparities between classes fostered an egditarian

tradition within American palitical thought. The question of this study therefore turns on
the power and efficacy of different ideol ogies—sometimes about the nature of man,
society and the state and then later about the way to maximize the public good through
the regulation of economic activity and inditutions—and how these ideologies have
affected the ways that American politica thought has dedlt with the problem of economic
inequality.

Economic inequdity should therefore not Smply be seen in terms of its effects on
individuals or on particular socid groups. It should dso not only be seen in relation to
some pure ethica ided of “equity” and “fairness.” Rather, for the most part, the
egditarian tradition in American thought was grounded in the broader concern—one
evident throughout the history of western political thought—uwith the problem of

economic inequality which was, throughout western political thought, consstently seen
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as athreat to harmonious and peaceful political association and aso as athreat to astable
democratic society and polity. It was imbued with a concern for the public good but it
was a so the concern for the individua and the absence of what they saw to be
dependence and sarvitude. In this sense, economic inequaity had aways been framed as
apolitical problem with the emphasis on how socid divisons can lead to socid and
political fragmentation and to plutocracy, aristocracy, or tyranny and the dimination of
individual aswell as socid freedom. Thiswas a persastent fear of many American

politica thinkers and socid critics for the bulk of American history and the gpparent shift
away from equdity asamgor politica concern requires analysis. The central problemis
that the discourse on economic inequdity has shifted in American politica thought and
inequality has been transformed under the conditions of late capitdism into, in many

cases, ajudtifiable aspect of socid organization. Inequdity isno longer seen as
dangerous as it once was and the question that needs to be asked is whether or not this
kind of neo-libera thinking has its roots in American politica thought and, if so, how

such an ideology developed and how it is sustained.

In America, early ideas about the nature of man, the sate and the economy circled
around the notion of “naturd inequality” which was inherited from the ancient notions of
political society and the way that ancient thinkers dedlt with the problems of socid and
economic inequdity. Even o, most early American palitical thinkers saw the optimum
gtuation for humean civilization through the lens of Enlightenment notions of alibera
state where political power was decentralized and the rule of law was the core attribute of
socid life. A liberdized, free economy was seen as a progressive force in civilization

promoting industry and furthering human happiness. Eighteenth century American
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political ideas about inequality were therefore concerned with the problem of political
inequdity: with the rights of different citizens to participate in the politica sohere, more
than with the problems of alack of property. Of course, this was a conception of political
equality that excluded groups like women and blacks, but the redl issue was an escape
from the feudd socia forms of hierarchy and unequd relations of socid power. Politics
was consdered to be the heart of social power. Economic inequalities were not seen as
distinct from political inequdlitiesin two senses of theterm. First, there was an
assumption that inequdities in the economic sphere derived from political privilege.

With the abalition of this privilege, it was largely presumed, the bulk of oppressive
economic inequaity would aso vanish.

But second, and indeed, more importantly, economic inequalities were seen to
have politicd effectsin the sense that they were not smply, as we commonly see them
today, economic relations—i.e., between haves and have-nots—but also relations of
power between classes and between individuas, such as between employers and
employees. Inequdity did not only deny certain segments of the politica community the
materid means for adequate surviva—something that had sparked anger and revolts for
centuries on end—it also dispossessed them of their autonomy, robbed them of
subgtantive socia and palitica liberty in the sense that they would be subject to
domination, live according to the interests and the power of others, and cease to be sdlf-
sufficient and therefore free. In this sense, and in contradistinction to today, economic
inequaity was aways seen as adigtinctly political concern; it touched on broader themes
and idess deriving from anti- aristocratic sentiment and a politica impulse toward

individua sdf-sufficency in economic and political terms as a centra aspect of what was



seen to be America s “republican civilization.” Thisisno idedization of the pagt. The
writings of the overwheming mgority of those who were critics of economic inequaity
are imbued with these themes and it conditutes a distinct tradition in American politica
thought. Thus, the andlysis of economic inequdity in American political thought needs
to be seen as apalitics of inequdity; asthe way that the mechanisms of the market and
the developmenta logic of the American economy and its effects were countered by the
concern with unequal relations of power and the assault on prevailing conceptions of
democratic community and socia solidarity. Centrd to this discourse was the problem of
servitude (servus) and its opposition to liberty or a state of freedom (liber); thewaysin
which economic reaions—not smply the differentids in the amount of property that
was accumulated—trand ated themselves into the broader relations of political and socid
life. Economic inequdity aso meant the dedline of sdif-sufficiency, legd and palitical
equdity and the recreation of the barbarity of feudal institutions

Working within a coherent tradition, egditarian thinkers derived their concepts
and categories from specific understandings of political and socid life which emphasized
the need to diminate al forms of explicit socia domination—not only in terms of
indtitutions (i.e., government and law) but in terms of economic relations and everyday
lifeaswdl. Thishad itsrootsin the commonwedth tradition in England in the
seventeenth and e ghteenth- centuries—itsdlf derived from republican themes—which
was then transposed into the American context.> Economic inequaity was not only
viewed as dangerous to broader conceptions of the public good and to mora ideas of
fairness; the drive to abolish it was aso heavily tempered by a politica imperative to

diminate dl forms of sarvitude and to enhance individud and socid freedom. With their
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higtorica proximity to the feudd indtitutions of the past, many early politica thinkers and
critics saw that economic divisons would lead to oligarchy, to aristocracy or, even worse,
to wage davery. Theideaof equd rights would therefore degrade into little more than a
rhetoricd fiction. What even the earliest critics of inequality in Americawere able to
glimpse was the danger that economic inequality posed to the idea of palitica equdlity.
Critics dso emphasized a concern with society as awhole and the fact that atrue,
democratic republic could not function with a divided, unegud citizenry. But this
Stuation began to change as modern industry began to develop and newer ideologies
began to emerge and transform, rather than supplart, the older ideas about natura
inequaity and move, with thinkers such as William Graham Sumner and others, into a
“scientific’ mode of thinking which began to take on a degper and more entrenched
legitimecy. Indudridism made inequdities of wedth and property more extreme than at
any other time in the American republic and, as a consegquence, there emerged a
corresponding need to rationalize such inequdities and fit them into the context of
American political culture,

Today the legitimation of economic inequdity has acquired a position of
influence asin no other time in American palitical thought. Of course, America hasits
inegditarian tradition as well, beginning with thinkers such as Alexander Hamilton and
on through thinkers like Milton Friedman. Although well over twenty years ago the
political theorist Philip Green could write that “[g]pecid advantages for economic dlites,
as in the United States tax code, are introduced sub rosa, never proclaimed out loud. No
one defends legidation by suggesting that the better class should be rewarded more and

theinferior less” thisis no longer strictly the case*® To understand this transition in
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American palitica life requires a multi-layered andysis of American politica idess.
And such an analysis dso needs to take into account how ideas about equality and
inequality have operated as ideologies with respect to the prevailing economic system
that, by its very nature, produces inequdlities of weslth.

The historical development of ideas about economic inequality in American
politica thought has witnessed a trandformation from radica criticiam to releively
passive acceptance. Asthe libera doctrine of competitive individuaism became more
dominant, calsfor equdity of condition were replaced with cdlsfor equdity of
opportunity. Asinequaity began to worsen during the later decades of the twentieth:
century, it was these same liberd ideas that were in effect co-opted by a renewed
libertarianism that gave judtification to inequdity not only on the basis of “fairness’ but
on the basis of the neolibera argument that inequdities were the product of an efficiently
operating economy which would dso produce an enhancement in economic incentives
prodding the economy on to continuous growth and prosperity.®> The study of politica
ideas should not be seen as Smply an academic enterprise; the way we think has much to
do with the various ways that inditutions are legitimated and it has an impact on the
future evolution of those inditutions and on the ways that politica actors respond to
shape palitica redlities.

From the very beginning, issues of economic inequdity factored in the debates of
the framers of the Condtitution as well as theorists of American republican democracy.
To be sure, America s democratic development has been aresult of a confrontation with
multiple forms of inequality. The problems of racid and ethnic inequality aswell as

issues of gender have been a the forefront of the American democrétic project. But the



redlity and persistence of economic divisons has been a consstent theme of opposition
throughout American politica history. Even though the problem was persistent, the ways
that thinkers approached the problem varied, and it is this history of ideas thet requires
andydsin order for usto derive politica meaning from them. These thinkers generdly
confronted the problem of inequdity from a political and mora position that has been
eroded by modern liberalism. The centra theme that runs through this study isthat the
closer we look at the ideas and writings of the critics of economic inequality the clearer it
becomes that their concern was not for a utopian conception of absolute economic
equdity. They were critics of the effects of inequdity but they did pragmatically accept
the idea that some inequaities would need to exist. Unquestionably, there were utopians
among them, but the overwhelming tenor of this tradition was the dimination of
inequalities that would create unequa relations of socid and political power and which
would aso lead to socid and political fragmentation and the hijacking of the public good
for theinterests of the few.

The importance of andyzing the history of political ideas should not be confined
to mere academic interest. This study seeks to tease out this egditarian tradition in
American political thought. It isatradition that views economic inequdity not Smply in
terms of poverty and wedth, but in terms of many different forms of economic inequity.
Indeed, if we are to ask the question, as Amartya Sen has suggested, “equality of what?’
than the answer of this tradition as awhole would be complex.® But thereis little doubt
that it would hinge on the idea of a freedom from want as well as afreedom from the
arbitrary exercise of power. It sought the equdity not only of economic opportunity and

meateria condition, but Ao the dimination of ardiance of oneindividua on another, of



economic dependency and on what they broadly conceived as servitude. On the one
hand, economic issues were central such as the classic problem of poverty versus riches,
but there was dso the important politica dimension, the fact that inequalities of class
would lead inductably to aristocratic inditutions and ways of life. It would result in the
dienation of government from broad public concerns and a shift of power toward the
interests of the few at the expense of the interests of the many. It was the preservation of
this form of democratic life that the economic egditarians sought, not a utopian kind of
egditarianiam characterized by leveling and an absolute equdity of property. By and
large, the thinkersin this tradition knew that inequaities would emerge that would reflect
differencesin skill, education, or effort. But they did not see the kind of inequality that
capitalism was producing astolerable. It was not smply the result of individud
differences but rather the result of the accumulation of power in fewer hands and the
digortion of the liberd economic ethic that dominated American assumptions about
economic life.

Theseideas were radicd to be sure. They rejected the emerging economic order
in the early decades of the nineteenth century and many of them rgjected the entire
structure of economic modernity itself seeing smaler economic communities as superior
to the trends that were moving toward a nationdized market economy. But as capitalism
continued to develop, these themes began to lose their radica edge. The Progressive era
and itsthinkers were hardly egditarians, but they saw that the excesses of capitdism
required the sa€ s intervention and a reconceptudization of the gods of the nationd
economy. At the sametime, thisled to alibera-capitalist consensus which would reduce

inequdities for the sake of preserving the broader systlem asawhole. Thishasin fact
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been pointed out by other scholars as well, but what isimportant to see isthe trgjectory of
these ideas and the ways that they relate to the changing economic structure.

The generd logic of my argument will therefore confront the problem of the
relation between history, inditutions and idess. It will privilege an interpretation of
political and intellectua history that sees the interrelationship between ideas and
indtitutions as a process defined by what Max Weber knew as “dective dfinities’: not a
causal relationship that can be scientifically predicted or patterned, but as a series of
“moments’ where certain inditutional congtraints are glimpsed through a mora-palitica
framework and certain political indgghts are generated. Thisisnot akind of intellectua
and socid history which emphasizes some kind of causa framework, but one that seeks
out a series of breaks or reorientations in political thought that emerge as aresult of the
reflection of individuas upon the indtitutiond Stuations thet they confront at a particular
time” It isthe reflection of individuals upon the socio-political context of their time that
isthe activity of such reorientations; but thisis not causd in the Smple sense of the term.
The Weberian notion of the dective affinity stresses nondeterminative causdity; the
economic context or specific inditutions do not determine certain political or mord
responses on the part of socid actors. Rather, there is a coincident interaction between
ideas and indtitutions, never a definite cause of one on the other. Such a perspective
acknowledges a fundamenta interaction between ideas and indtitutions; thet intellectua
and politica history needs to be read with dua attention to the development of an
economic and inditutiona framework on the one hand and the application of different
political ideas which seek to comprehend those indtitutions politicaly on the other. The

assumption made here is that individuas within any political community reflect on the
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system of congtraints and power relationships that exist as economic and political
indtitutions change over time and seek, & certain points epecialy, to transform them
paliticaly.®

This perspective on political history therefore hinges on the interplay between the
inditutional congraints—themsaves derived from the changing poalitica-economic
framework as American capitdism developed—that were present in three particular
periods in American history and the ways that politica idess, in this specific case about
the problem of economic inequality during each of those periods. This periodization
scheme therefore divides American history into three broad sections corresponding to the
different ingtitutiond, i.e., economic, phases of American capitdism. But despite the
broadness of these different periods from the point of view of historica political
economy, from the standpoint of andyzing politica idess, it is essentia to see how
American ideas aout inequdity changed over time; how radicd ideas againg inequdity

in the late eighteenth and early nineteenth centuries

The" New Inequality”

The concern with economic inequaity in American political thought and history
therefore relates directly to the political concerns of the present. What has come to be
known asthe “new inequality” has been characterized by the specific way that economic
inequadity has manifested itsdlf in late twentieth-century and early twerty first-century
America. Beginning in the early 1980s, there was a massive increase in income
inequaity due to “the unprecedented abysma earnings experience of low-paid

Americans, income stagnation covering about eighty percent of dl families, and an



increase in upper-end incomes.™®

The dispersion of incomes was due largdly to the
increese in red incomes for high-income earners and a sharp decline in wages for those at
the bottom. Pay differentidsincreased aong the lines of education, age and experience,
the only red exception being gender, which saw a decrease in income dispersion.’® A
key agpect of the “new inequdity” isaresult of the restructuring of American capitaism,
i.e, itsintegration into a more competitive world market for production and consumption.
Indeed, this is the most common explanation behind the rise in income dispersion thet has
been at the center of the recent surge in socid inequdity in America. Wages have grown
more unequa as aresult of macroeconomic causes such as unemployment, inflation,

rapid economic growth and stagnation of the minimum wage, the decline in the power of
unions and their influence aswell as the exchange rate of the dollar.t* Of course, thisis
not a problem that is confined to America. Therise of socid inequdity in Europe has

a 50 been a concern of socid scientists as well, and the causes are seen to be smilar by
many economists.*?

Although thisis clearly true, thereis dso another sde to the “new inequality”;
onethat is decidedly more pernicious in the sense that what we see happening is achange
not only in the structure of work and income in a post-industria order, but thereisaso
the degpening of dass divisons dong the lines of wedth inequdity. Edward Wolff has
argued that when discussing inequdity we should be focusing on the inequdity of wedlth
snce wedth inequadity between households means a disparity in the ability to buy a
home, is more “likely to be better able to provide for its children’s educationa and hedth
needs, live in aneighborhood characterized by more amenities and lower levels of crime,

have greater resources that can be caled upon in times of economic hardship, and have
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moreinfluencein palitical life™® Thistrend in wedlth inequality isadirectiona change
from the broad secular trend since 1929 where there was a pronounced decline in the
concentration of wedlth in America through the 1970s#

What the economic literature points to is the emergence of patterns of inequdity
that are both enduring and worsening. These inequdities are dso complex in nature
since they are relaionships between socid classes that affect different dimensions of
socid lifein terms of wedth, income, quaity of life, housing qudity, access to public
goods such as education and in spatid or regiona terms. They endure partly because of
the trandition of American capitaism from an indudtria to a post-indudtria kind, but aso
because of the pull back of government services throughout the last two decades of the
twentieth-century. Of course, these are both partly the results of changing economic
factors, but the palitics behind this new upsurge in inequality needs to be located and
andyzed. Itistruetha many economists have done an excellent job in parsing the
mechanisms of the “new inequality,” but what needs to be assessed is the way that
political ideas have come to legitimize these economic relations. It isone of the primary
assumptions of my analysis that political ideas act as alegitimating force of economic
redities. Shedding light on the politica assumptions and implications of economic
inequaity will therefore reved deeper relations between economic inequdity and
democracy and pull the current discourse around economic inequality away from mere

empirica concerns and place politics a the center of the debate.
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Inequality at the End of History

Neoliberaism and neoconservatism have occupied a centra placein American
politics over the past two and a half decades. Both have been defined by their emphasis
on the libertarian aspect of the economy; on the ideathat politica and economic life
ought to be separate in order to promote a degper notion of individud liberty.
Ideologicaly, they have placed economic liberdism over that of political democracy and
have advocated an economigtic understanding of liberd concepts such asindividuaism,
the economy and equdity. At the core of neoconservative and neoliberd philosophy is
the notion that equality has extended as far asit will ever be able to extend without
endangering individud liberty. Equdlity isto be redized and contained exclusvey in the
lega and palitica sphere, and even then, only in the abdtract or forma sense. This
differs strongly from the insght that was offered and acted upon by Progressive and New
Ded thinkers who saw the role of the State expanding into the economy as necessary for a
more substantive conception of democracy to take hold. These thinkers were reacting
againg the massive inequdlities of the late nineteenth century, but even more, they were
reacting againgt the entire socia theory upon which it had been based: laissez faire
individudism. Andit isprecisdly thistheory of society and government that has made a
triumphant return in contemporary American palitics.

Tracing the history of the politics of economic inequality therefore can shed light
on the present politica Stuation and the assumptions that currently dominate economic
and palitica life. Freedom has reached its culmination in the inditutional matrix of
libera democratic capitalism and any movement outside of this system is bound to end

up in agtuation of unfreedom. Taking its cue from Hegd’ s notion of the end of history
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as the speculaive redization that human freedom is at the very core of the development
of history, this argument has retraced, among other things, the boundaries of American
liberdism.*> Now, the liberal notion of political equality has been reached, and the true
nature of human liberty has manifested itsdf. This*end of history” thessin many ways
has defended the structure of the politics behind the “new inequdity.” The persstence of
economic inequality has much to do with the structura transformation of work and the
trangtion to post-indudriadism as it does with the new transformation of political
ideology. Nevertheless, the ascendance of libertarian ideas about economy and society
have influenced not only the dites respongible for public policy, they have dso affected
public sentiment on awhole range of economic issues. The inverse relation between the
rise of inequality and the lack of politica averson to it requires explanaion, and | think it
can be found in the way thet the idea of liberdism with its emphasis on individuaism and
its conception of labor and property have triumphed over broader conceptions of the
common good that were espoused by republican-minded thinkers. Bled of its older
political implications, a narrow sense of economic liberdism now judtifies economic

divisons, even among those who suffer most from them. And this begs the serious

question which is how and why has an economy that continues to generate and perpetuate

rigid forms of economic inequdity and the disparities of political and socid power that
spring fromit has not fostered more resistance and critique.

But if what | have been arguing hereis at dl true, then an andysis of the
developmentd changes in the way that the concept of economic inequality has been
understood is required, asisan analysis of the political concerns were that served as the

backdrop for those ideas. Indeed, contemporary American sentiment on these issues has
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been shaped not by objective truths or historica experience but by an ideologica shift
which views economic inequdity as vaid in pursuit of larger socid and politica gods.
The neolibera mantra of the rising tide that raises dl boatsis only margindly ssenasa
judtification for the reduction of the public sphere and the growth of the market asthe
solution for socid problems. Thereisdso the ideology of self-improvement and socid
mohbility that accompanies the libera economic ethic. This renewed conception of
liberaism traces its foundations back to thinkers like Ludwig von Mises, Friedrich Hayek
and Milton Friedman. But today, it has become hegemonic in the way that economic life
is understood and economic inequdity judtified and it is areorientation away from the
tradition of egditarianism that had dominated much of American political thought and its
emphasis on egditarian conditions and a broader notion of socia solidarity rather than
atomidtic individugism.

This can, and should, aso be seen as areorientation of American democracy
away from the more substantive ideas about equdity that were privileged by the thinkers
of the early twentieth-century. Even more, it should be seen as a grave turn againgt the
American egditarian tradition which railed againgt economic inequdity for its effects on
political and socid power. Thereisno denying thet the impulse for equaity among
Americans—once seen as a central aspect of the republic—has logt its political power.
The consequences have been dradtic. Thisisat core apolitica problem and a problem of
which political ideas, which traditions, are being embraced. Investigating the lineage of
these ideas is therefore essentid, for it will tel us much about the American pursuit of
economic equdity, of socid justice and of the redlization of afuller, more robust

understanding of democratic life. Thisiswheretheideologicd, inditutiona and politica
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levels of the andlysis converge since idess are used to judtify and to legitimize certain
indtitutions and interests. The roots of this story begin at the very heart of American
political thought in its earliest generations—from thinkers as diverse as Thomeas Jefferson
and John C. Cahoun—and stretch through the modern attack on the welfare state.
Unearthing the palitical traditions of inegditarianism and egditarianism will enable usto
see how poalitics had aways been central to the concerns over economic inequaity and
that it was the issue of palitics, of power, that dominated the various debates. For it is
only when we begin to move away from the purely mord or empiricad understandings of
inequaity and embrace the politica dimensions of the problem that areviva of amore

robust debate over the serious problems of economic inequality can be redlized.
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CHAPTER |
The Problem of Ideology, Political History and Economics

Intelectud history is plagued by the question of methodology. To comprehend
the origins of the ideas and the concepts that we use today to interpret the political and
socid world, it is necessary to investigate the past to eucidate not only the roots of
certain ideas and concepts, but aso to try to understand how ideas work in the process of
history and in the process of politica change. Any discussion of the relation between
political history and the economic context that frames politica ideas and their
interpretation isimmediately confronted with the problem of relating ideas and ideology
to the materia context in which they were articulated and in which they acted. Thisisa
classc problem in the socid sciences and in history aswell. The generd trend of the last
severd decadesin American political history has been to emphasize the ideologica
dimensions of ideas rather then place emphasis on the way that ideas are crested within a
specific materid, i.e., economic, context.

In part, this shift from an “older” kind of higtorical andyss—one exemplified by
thinkers like Richard Hofstadter and George Lichtheim—was a reaction to what was seen
as aMarxian-inspired anaysis which reduced the role of political ideasto structura
changes in the economy. Seeing political ideas as bound—albeit in ahighly complex
way—with the materid conditions of the time, these writers were able to isolate interests
in palitics and not succumb to the falacy of so many philosophers that ideas were the
core or essence of any age and therefore a key to a degper understanding of that age or
phenomenon. The andysis of political history requires that we become aware of the

ways that ideas are not only guided by certain interests, but aso the ways that certain
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ideas are used againgt certain interests and the ideas inspired by those interests.
American palitica thought—from the debate over davery to the problems of economic
dratification and the rights of minorities of dl kinds—is fundamentaly tied to a complex
intersection of ideas and interests. It has been unique in the sense that its centrdl claim to
equaity wasimmediately put to the test by rapid economic development and the effects
of capitaism.

Political conceptsilluminate degp dimensions of palitica history and provide us
with an interesting archaeology not only of an ideaiitsdlf, but of the ways that a particular
politica culture grapples with it. But unlike categories such as race and class, economic
inequdity was a condition; and what’s more, it was (and il is) a condition that pressed
on the very foundationa ideas of American palitical culture and the palitica ideas which
shapeit. The clash between political thought and the economic context that frames that
thought is therefore what needs to be emphasized, that point where economic change
threatened or challenged political idess, or vice versa. Palitica ideas have to confront the
actua economic congraints that exist in society at any giventime. Political actors may
be inspired by certain ideas, but they need to be gauged with respect to the economic
inditutions of thetime. Therefore, in the case of economic inequdlity, the libera
argument for individud labor and property was aradical politica ideain the face of
mercantilist and quasi-feudalist socid, political and economic arrangements whereasin
the context of late capitalism, economic liberalism becomes more an apologia for unequa
socid arrangements. The economic context needs to be seen in tandem with the political
ideas and interests of politica actors when examining political history, and it isto this

economic context that | am referring when | use the term “economic redities” Inthis



sense, economic inequality needs to be looked at as a concept and the ways that it was
conceptualized and what types of interests supported the different interpretations of
inequdity need to be sudied.

It isthe job of the historian of palitica ideasto dig out the roots of certain
political concepts in order to examine the ways that people think now, the assumptions
they make and the ways that they concelve of politics and society and their interrelation.
Today, the discourse about American politics seeks to persuade people at large that
economic inequdlity is, a least in the long run, beneficid; that struggles for economic
equdity are not only utopian, but anti-democratic and, so the logic proceeds, againgt the
traditions of American politicsaswell. It isadiscourse that privileges a conception of
politics where the imperatives of the market are given preference to other, non-market
gods. How this Stuation has come about, and what sustainsit can be understood from
examining the relaionship between economic interests and political idess; the ways that
political ideas—or those concepts that we use to legitimize or critique certain socid
arrangements and their effects—interact with the economic redlities of thetime. The
shifts between these two spheres therefore conditutes the terrain for examining political

history.

Palitics, Economics and the Problem of 1deology

Rousseau framed the problem of the relation between materid inequality and
ideas when explaining the origins of inequdlity by tying it to the origins of modern
civilization itsdf and the founding of the indtitution of private property. Thiswas done

by highlighting the link between materid interests and the values or conventions
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(moeres) of society as awhole that accompany them. And this only made sense since for
Rousseau, the red essence of the problem of inequality was not smply in the fact that it
existed materidly—something that was empiricaly obvious to any eghteenth century
observer—~but a problem of the ways that the idess legitimated the materid divisons of
society.

The first person who, having enclosed a plot of land, took it

into his head to say thisis mine and found people smple

enough to believe him, was the true founder of civil society.

What crimes, wars, murders, what miseries and horrors

would the human race have been spared had someone pulled

up the sakes or filled in the ditch and cried out to hisfdlow

men: “Do not ligen to thisimpogter. You arelogt if you

forget that the fruits of the earth belong to dl and the earth to

no one.”*
Rousseall sindght wasthat it is not the mere existence of inequdity in maerid terms—
eg., interms of property, income, or class—that is the problem but the ways that it was
legitimated. For Rousseau, the issueisthat people were “smple enough” to bdievein
the legitimacy of the indtitution of property which made inequdity—and dl of its
deleterious effects—acceptable and “redl” through mere convention and the acceptance
of this convention as natural. Rousseau’singght highlightswhet | think isthe actua
rel ationship between the economy and the polity: not a smple direct relaionship of one
st of interests winning out over another, but one that requires | egitimation and therefore
atrandformation of politica culture and vaues which enable the materid forces within
society, such as the market, to shape society and itsingtitutions. The politics of
inequality is therefore something thet requires a critical political economy but aso, &t the
same time, athorough analysis of palitical ideas and vaues, those things which frame the

ideologicd field within which politics operates
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This touches upon a crucid debate in politica history and aso within the socid
sciences more broadly: that between ideas and vaues, on the one hand, and indtitutions
and socid structure, on the other. Where do our ideas about equaity and inequdity come
from? Are they generated from a set of values that change over time which, in turn, affect
and transform socid indtitutions—such as the market through regulation, etc.—or isthe
gtuation the reverse: do the effects of ingtitutions such as the market affect and transform
our vaues and ideas about what equality is and what its importance is with repect to
democracy? It ismore correct to characterize the relationship between ideas and
indtitutions as shaping one another mutualy. It must be seen that politicsisthat redim
where socid interests play themsealves out but it is also a domain where competing
notions of the public good are dso in tension.

The rdationship between politica ideas'values and materid interests is therefore
at the heart of the present methodological problematic. Max Weber’s comments on this
issue are particularly ingghtful:

Ininterpreting action, the sociologist must take account of the

fundamentaly important fact that the collective concepts

which we employ in our thinking, whether in legd or in other

Specidist contexts or in everyday life, represent something:

what they represent is something which in part actudly exigs

and has a normative force in the minds of real men (not only

judges and officids, but also the generd public) whose actions

take account of it. Because of this, they are of great, often

absolutely vita, importance in giving a causd explanaion of

the way in which the actions of real human beings proceed.?
These “ collective concepts’ Weber discusses affect politicsin the sense that whatever
politica vauesthat any society a any given time accepts have great importancein
understanding the way that society and politica inditutions will react to certain materid

redities. When it comesto inequdity and democracy, there is an inductable relaionship
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between the way economic equdity is valued and interpreted and how this affects,
through palitics, the activity of ingtitutions such as the market and property and the rights
of the propertied.

When congdering the problem of the relation between politica idess, or ideology
and the gtructure of the economy, the insights of Marx aso need to be considered. For
Marx, it was economic structure itsdf which affected and shaped our ideas and values not
the other way around, but this needs to be reconsdered in the light of a different, non
ideologica reading of Marx’swork. The relationship between economic structure and
political and cultura ideas and vauesis commonly misunderstood as a
“base/superstructure’ modd of smple cause and effect where the prevailing mode of
production affects the beliefs and ideas of those within society. But it isimportant to
read Marx in amore nuanced light. What Marx refersto as “ideology” is concerned with
“men’s conceptions of themsalves’ and consst mainly of formulated ideas and not of
subconscious notions and belief sysems® In this sense, political ideas for Marx were
strongly influenced by the type of economic system that was prevaent and this would
trump mord or ethicd principles that went againgt it.  Marx took from Hegel the notion
that objects of consciousness were not Smply raw matter for our senses and therefore our
understanding. Rather, as Shlomo Avineri has argued:

the digtinction between “materia base” and “ superstructure”’

is not adigtinction between “meatter” and “spirit” (as Engdsin his
later writings would have it), but between conscious human
activity, amed a the creation and preservation of the conditions
of human life, and human consciousness, which furnishes reasons,

rationdizations and modes of legitimization and mord judtification
for the specific forms that activity takes*



The afinity here with Rousseau’ s argument is not surprising. What it pointsto isaway
of understanding and bringing together a set of methods for understanding political
thought and its relation to the “objective’ attributes of the economic system. In this case,
it isthe relationship between the political ideology of equality and the redities of the
capitaist system that must be probed.

What is mogt interesting thisregard is that Rousseau, Weber and Marx share a
common thread in their conception of how ideas reate to materia or economic redlity,
despite their other philosophica and methodologica differences. This can be seen manly
in the notion that (political) ideas can in fact be used to rationdize and legitimize socid
and economic indtitutions or different socid arrangements. In Rousseau and in Marx,
thisisthe very thrust of their pogtions; in Weber, it is essentid that we become aware of
the normative power of “collective concepts’: the ways that individuas make some kind
of sense of the paliticad and economic formations of their time. This becomes the project
of investigating what one can smply cal “economic life’: the convergence point where
individuas rationdize the economic system of which they are a part, seek to understand
it, critique it and see palitics as the solution to the problems that they encounter in the
economic redm. ldeology therefore becomes ether alegitimizing force that can serveto
aguein favor of certain economic and politica forms of organization, or to contest them.
Either way, an ideology is a set of ideas that, rather than masking a deep-seated set of
interests, works to integrate individuals into either some kind of harmony with the socid
system of itstime, or to mohilize them againg it. At times oneideology is paradigmatic
and becomes the predominant means of rationalizing and therefore understanding

economic life, while at others ideas may be in contestation in which case they will vie for



supremacy in the redlm of politics. The historian of palitica ideas therefore needs to take
into congderation the way that politica history has evolved in relation to changing
economic redlities.

This requires moving beyond the type of vulgar Marxism that has been—in one
form or anothe—dominant in characterizing the relationship between the economy and
politics and the way that ideology is often understood—i.e., as a cloak for classinterests.
It is possible for ademocratic polity to reign in socid inequdity and combet it. Whereas
much of the discourse of Marxisam has seen the state and its indtitutions as products of an
economic “base” this merely servesto divert atention away from poalitics as the mgor
component in either exacerbating or atenuating the inequaditiesinherently produced by
the “naturd” operation of markets. The main issue is to trace the debates over economic
inequality in American politica thought to create a picture of the ways that certain ideas
about inequality have become hegemonic and others have receded into the background of
the political debate.

What this methodologica discussion tells usisthat there are three levels of
andyssthat condtitute the study of politica higtory. Firgt, thereistheideological levd.
Political culture and vaues need to be investigated since it is through ideas and values
that the externd word isinterpreted and gppraised. It isthrough agenerd libertarian
ideology of “fairness” for example, that the view prevails that everyone ought to keep
what they earn, irrespective of the costs to socid utility and the public good. Thisis
something that needs to be explained by examining the different ways that politica ideas
have been shaped and forged. But these ideas cannot operate aone without reference to

the materid dimengons of society.
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The second leve istherefore theinstitutional level where the socid ingtitutions of
property, the market, economic structure, and their various transformations, need to be
condgdered. In America, for example, the idess of liberty and equality were formulated in
apre-industrid and pre-capitaist economic context. As palitical values, they were
aticulated in an indtitutiona context where the economy was dominated by agriculture
and a burgeoning merchant capitaism. However, these ideas till exerted force
throughout the transformation in the nineteenth century of the American economy to one
that waslargely industrid in nature. 1deas therefore respond to the changing materia
context within which they operate.

Therefore, thethird leve isthe political. Here we must consider the ways that the
ideational and the indtitutiond overlap, how they interact and affect one another. It isnot
an issue of aunidirectiond model of causality between economics and politica ideas, but
rather amatter of how political ideas and economic redlities and interests collide and
shape palitics that isimportant. Politicsis that |ocus where vaues that emerge as
interests in response to certain inditutions are contested and where certain ingtitutions are
created or transformed as aresult of the force of certain values. Political decisons are
made under the congtraint of ingtitutions, but inditutions can dso be transformed by
political values and ideas® With this, we are drawn into the problem of ideology and its

relation to politics and economics.

| deology, Palitics, and History
Examining theideologicd leve of palitics and palitica history providesinsght

into the discourse of legitimization and rationalization that in turn structured the
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understanding of concepts such as economic inequaity and equaity. This means that the
study of politica ideas must take into account the problem of interest when considering
how political ideas are articulated and how they develop over time. A concept such as
economic equaity isembedded in alarger network of idess; it isinformed by specific
notions about the nature of palitics, the character of the citizen, of human nature and of
the ways that the state should relate to society and the economy. But even more, it is
shaped by the various interests that condtitute different political perspectives. The values
that political ideas hold are related to the interests that political actors possess; they are
related to the inditutiona congraints that they face as well as the gods they seek to
redize. In American palitica thought, the problem of economic inequality was therefore
aways seen through the lens of the different and competing vaues and interests that were
predominant a any given time.

Economic inequdity isintricately bound up with the various ideas about the ways
that socia and palitica arrangements ought to be structured. Economic equality and
inequality are not ideas that can be examined in isolation but which must be seen as
linked to a broader fabric of ethical and political ideas. These ideas change over time as
different ideas become hegemonic and have the ability to steer paliticd inditutions. It is
inthisway that ideas are essentid in examining politica higtory. Politicd ideas evolve
cumulatively by which | mean that they need to respond to material conditions and
dtuations. But there is always contestation about how those ideas ought to be
implemented and how aready exigting indtitutions are to be judged with reference to the
ideas that govern them. Ideas can therefore be categorized smply as either hegemonic or

insurgent: they either reinforce the status quo or they seek to undermine it in some way



ether by replacing what dready exigs entirely or by seeking to reform what is dready in
place® Thisiswhen palitical ideas become palitica ideologies, a the moment when
ideas begin to have a collective or shared meaning between various socid actors. An
idea can be written down, published, read put away and then forgotten for centuries; but
onceit isemployed politicaly and begins to organize other ideas abouit redity, then an
idea or set of ideas are forged into an ideology. In American politica higory, thisis
more obvious than dmost anywhere ese: the drastic changes in economic structure and
the resulting gratification that accompanied different eras of American lifewas
condantly the context, the frame into which political ideas were set. Without seeing this,
we are |eft with a bland notion of ideology; one that is reductionist in that it emphasizes
idess over inditutions.

Such an interpretation of ideology is not of much useto political historians or
theorigts. But the linking of economic congtraint and the objective attributes of socid
structure provides us with anew set of issues. It isone of the interesting aspects of any
analyss of political ideology thet it concerns both the normative and the “empirical” at
once in that competing ideologies do not only offer up different criteriafor choosing one
st of solutions to a problem over others, but dso a different way of dissecting and
understanding the context that one inhabits and the mechanisms of the actua concrete
problems one faces. Therefore, thereis, in effect, a*“double movement”—to borrow a
term from Polanyi—where competing ideologies vie for supremacy in public discourse
and for ahegemony which can dter the activity and/or the manipulation of politica
institutions. In this sense, when talking about competing ideologies we must see that they

make clams to different meanings or definitions of politica conceptsin order to ether
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rationalize and in so doing legitimize what dready exigts, or they will project an
dternative set of meanings of what aready existsin order to contest that redlity.

In democratic societies, ideologies are therefore congantly in flux. They change
as different interests emerge and as socid change continues. Indudtridization,
immigration, mass urbanization, al were dramétic changes in society that were
accompanied in American history by new ideas about how to distribute meateria wedth;
what rights ought to be granted to amore ethnically pluraist society, and so on. Ideology
istherefore not something static. 1deas are active in history and they have indtitutiona
implications. The prevailing theories concerning ideology relate idess to individuas
only, as Weber’ sidea about “collective concepts’ indicates. And the many of the more
predominant theories of ideology argue thisnotion aswdl. Clifford Geertz argues that
“In short, given the given, not everything ese follows. Common senseis not what the
mind cleared of cant spontaneoudy apprehends; it iswhat the mind filled with
presuppositions . . . concludes.”’ For Geertz, ideology is a culturally embedded system
that providesindividuas with a cognitive map of their socid system and environment.
Ideology is, in thisinterpretation, an agpect of culture to the extent that the ideas
individuas have about the world are taken for granted since reflection on those ideasis
never required. But by crossing the line between ideology and culture, the very notion of
ideology isrobbed of its explanatory power.

The Geertzian conception of ideology isadso laid out in Michadl Freeden's
andydis of palitica ideology: “ideologies are configurations of decontested meanings of
political concepts’® by which he means that an ideology makes an ultimate claim about

specific meanings such as equdity, democracy, judtice, liberty, etc. which are essentidly



taken for granted. But this blurs the distinction between politica culture and ideology in
the study of political history. When viewed higtorically, ideologies can be seen as active
in the sense that they are molded from certain ideas and concepts that seek to transform
or to protect certain socid arrangements. When the meaning of political ideas becomes
“decontested” asin Freeden’ s understanding, then we are dealing with palitica culture
rather than ideology per se.

Geartz s gpproach was firgt used to justify an ideological interpretation of
American higtory in the early 1970s. Bernard Bailyn's defense of his book The
Ideological Origins of the American Revolution utilized a Geertzian understanding of
ideology once again as “maps of problematic socid redity.” In thissense, Ballyn'suse
of Geertz was meant to show how an ideology was capable of organizing a set of
attitudes and scettered ideas at apoint in timeinto a palitically viable program which
could then mobilize people and effect palitical change® But Bailyn does not discuss the
way that ideology interacts with the materid interests of political actors aswell asthe
inditutions of thetime. Since ideology is semiatic in Geertz' s formulation, the unit of
andysisis reduced to the various ways that people a a specific point in time understand
their socia and politica Stuation and the ways that this can leed to certain kinds of
political change. But the problem with any semiotic approach, such asthat of Geertz, is
that it reduces socid life to the cultura understanding of individuals and does not
incorporate the problem of interest. In any market society—as opposed to the tribes of
Bdi—there is considerably more importance placed on the protection of property, wealth
and the power that it yields. To ignorethisisto consgn politica thought and politica

history to its philosophicad and, indeed, its anthropological or linguigtic foundations. But
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politics—especialy in democratic societies wrestling with the problems of capitdist
development and its consequences—will by necessity have economic interest &t its core
snce the development of liberd capitalism means that the notion of power in society
becomes more intimately bound to the operation and structure of the economy.

In order to overcome what Robert Shahope referred to as the “idedist-materidist
dichotomy between thought and action”*° in palitica history, one must emphasize the
political moment within political ideas: that moment when power rdaions are reveded
and are confronted by political actors. It isSmply not an issue of describing schemes of
causation—this can only confuse the matter by leading to asmplistic and ultimately
mideading notion about idess and palitica history. Rether, if John Patrick Digginsis
correct that “the red question iswhether ideas are authoritetive in that they determine
behavior by virtue of obligating it,”** then the answer issimply, no. The “double
movement” between ideas and their symmetry or asymmetry with the materia context
they inhabit findsits locusin palitics itsdf: the sheping and/or mobilization of certain
ideas derived from different politicd traditionsin order to solve the problem of economic
or palitica conflict is the mechanism by which the “idedist-materidist dichotomy” in
intellectual and palitical history can be solved. In short, what needs to be considered is
the way that different writers confronted concrete economic, palitica and socid
problems. When dedling with the ways that American politica thinkers and critics dedlt
with the problem of economic inequdity, it is necessary to stress the ways that the ideas
they employed were meant to deal with the concrete problems in which they were

engaged.
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This approach therefore differs from that of writerslike J. G. A. Pocock and
Quentin Skinner. Their gpproach to palitica history puts emphasis on the language or
discourse of political traditions and the various ways that these languages, rhetorics or
discourses provide historica actors with the “language systems which help congtitute
both their conceptua worlds and authority structures or socia worlds”*? Wha this
meansisthat the political paradigms are condtituted by a specific “language,” a
conceptua language—such as the language of classica republicanism, the language of
rights and property, etc.—and this conceptud language makes certain forms of politics
possible by transforming the meaning of political concepts thereby dtering the ways that
the politica and socid world are viewed by people within hisory. More importantly, it
removes the kind of engagement with concrete politica problemswhich | am stressing by
arguing that these discourses create a paradigm which prescribes what an author “might
say and how he might say it”*® This has the effect of undermining the political
implications of an author’ swork, fitting in nicely with structuralist and poststructurdist
conceptions of decentered subjectivity.** What it means for the interpretation of the
history of palitica ideasisthat it the link between the materia and political context of
political ideas and the ideas themsalvesis effectively severed and we are |eft with an
andlysis of the history of discourses, languages and paradigms.'®

Both Skinner and Pocock want to cleanse politica history of the ideathat it is at
al “superdtructura,” thet it is somehow affected by materid interests or concerns and
that politica thinkers are coherent of the particular politica interests, aims and
congtraints which they in fact face’® The problem | seewith thisis that it becomes

gpparent for anyone anayzing modern capitalist societies—especidly American politicd



and socid development—that the central politica concepts in American politica thought
are closely bound up with the economic distribution of power and how that distribution of
power changes over time. When we talk about equdlity, justice, fairness, democracy, dl
of these concepts need to be contextudized within the development of capitdismin
America. When andyzing the concept of economic inequdity, the reasons for placing
the economic context in center stage should become obvious.

Another gpproach seeks to andyze the way that concepts transform over time.
Terence Ball argues that there needs to be a ditinction between “words’ and “concepts’;
words such asthe “sate’ and “revolution” have different meanings for us than they did
for those in the sixteenth- or seventeenth-centuries. Concepts change, but words stay the
same; and in this sense, what is known asa“ critica conceptua hitory” is concerned
with the analysis of concepts. These concepts need to be traced as the result of politica
arguments. “[h]igtories of palitica concepts are, in short, histories of political arguments
and the conceptual contests and disputes to which they giverise™!’ But political
conflicts themsdlves—especialy when we are dedling with the concept of economic
inequdity—are fundamentaly grounded in opposing economic interests and imperatives.
Hence, we are unable to restrict oursalves only to palitica dispute; we need to
contextudize the transformation of a concept within the dynamics of the economic
sysem. Only in thisway will the palitical element of the ideas become gpparent since it
is through the confrontation with the power relations that writers and thinkers face which
effectively determine the ideas they will use to either combet or legitimizeit.

It isimportant to see the ways thet different conceptudizations can dter politica

aternatives and practices, but for Pocock and Skinner, a political tradition becomes
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detached from the materid interests of individuals and it is reduced to a sociologica
understanding of idess and even more to a discourse andysis thet effectively ignoresthe
ways that materid interests made certain political ideas more relevant than others and
how certain politica ideas which were merely rhetoricd fdl into disuse. Itis, in effect,

an andysis of political ideas that isinherently anti-political in the sense that thereisno
way of telling what is at stake in the development of political discourses*® Instead of
seeing the interdependent relationship between economy, polity and society, Pocock sees
the idea of tradition as being “the handing on of formed ways of acting, as formed way of
living, to those beginning or developing their socid membership.”'® Seen as a prolonged
didogue through time on certain ways of understanding and living, Pocock’ s notion of
political history strips materid interests and the materid context from the andysis of
political traditions and ideas. Even more, by focusing on the paradigm of adiscourse as
the shaper of palitica ideas through time rather than the way thet different ideas and
concepts are used explicitly and with the intention of engaging concrete politica and
economic concerns, we are ledft with an interpretation of politica ideas that do not
engage the more concrete aspects of socia power—specificaly those aspects of socia
power that eminate from the distribution of economic power.

But the key to understanding the history of paliticd ideas, in my view, isto see
that they operate within an economic or materia context, afield of competing materid
interests and that any kind of politica tradition—whether it be liberalism, republicanism,
sociadism, etc—is not only congtructed within a specific materia or economic context,
but that the compulsion to paliticsitsdf is brought on more often than not from the force

of materid interests and the ways that they are dissonant with the politicd tradition(s)
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present at any given time. Politica traditions straddle materia concerns and the ideas
used to interpret them. As Stephen Eric Bronner has argued, politica traditions are
defined by an explicitly political commitment and to understand them we need to be
aware of the “ideas they have utilized, the inditutional condraints they have navigated,
and the materid interests they have embraced.”?® Once again, it isimportant to
emphasize that | am not daiming asmpligtic grounding of paliticsin some kind of dite
classinterest theory. Ingtead, my overdl clam isthat—and thisis especialy true when
examining American political and socid higtory and when performing the historiography
of American palitical thought—the rgpidly changing nature of the economy on the one
hand and the newly forged political ideas that Americans embraced even while they were
gtill desperately searching for more concrete meaning, that interact in an important way.

It is precisdy this need to see how ideas and materid interests intersect thet | refer
to as the “double movement” between idestiond frames of reference or “filters’ for
interpreting the world, and the materid (i.e., economic) interests that motivate politica
action and which are the cause of the clash of ideologies under capitalism. Inthis sense,
ideas are not soldly the causa product of their socio-meateria context, but they are
nonethel ess inextricably bound to them. As Georg Smmd insightfully commented “[i]t
will be remembered that societd facts are not only societd. 1t isdways an objective
content (sense-perceived or intellectud, technica or physologica) which issocidly
embodied, produced or transmitted, and which only thus produces the totdity of socid
life”?* The“objective content” in this study isin the ways that economic redlities and
interests were trandated into the political thought of the time. Various economic interests

inflected the politica debate about an economicaly divided society throughout American



higtory, and it is dill the case that economic interests predominate socid policy and
palitica discourse. To ingst on an interpretation of the development of American
political thought that excludes the economy and its changing dynamics through time
leads us nowhere. The objective moment in political thought can dways be glimpsed a
the point of impingement where materid interests mix with the political ideasthat are
current a agiven point in time; and with those palitica ideas which have been informed
by atradition through time.

With thisin mind, the approach to political ideas that | advocate hereisin
opposition to both the views of thinkers such as Geertz, Pocock and Skinner, which have
become deeply influentia in the understanding of ideology and the interpretation of
political history and ideology in the sense that their emphasis on ideas as a system
independent from the objective conditions of socid life denature the political dement of
the history of politica ideas. Ideologies are composed of a set of ideas about politics
which are woven together to provide political actorswith a set of judtifications and
rationalizations for either what dready exists or for reforms or critiques of the prevailing
system. For Pocock, politica ideas are to be studied unhinged from their materia
moorings, and this was Pocock’ s intention: to move political history and the study of
politicd ideas away from what he saw as a crude Marxian-inspired kind of andysis and
to instead emphasi ze the way that a political language, athread of ideas, terms, concepts,
through time, would condtitute a tradition of thought that would inform politics
throughout history. My emphasis here is on what Hegel and Marx saw asthe red
essence of higoricd inquiry, in the andlysis of ideas and socid conditions asin itsdlf a

systemic process of reflection and engagement.  Lichtheim’ sinterpretation of ideology as
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adidinction between “redity” and “appearance’ draws on this Hegelian understanding of
ideology: “Redlity is process, gppearance has the form of isolated objects. The task of
critical thinking isto grasp the relations which constitute these apparent objects.”??

It is therefore important to see how different traditions within American politica
thought—specificaly here | will concentrate on what can broadly be termed the
egditarian and inegditarian traditions—have interpreted the idea of economic equdity
and under what ingtitutiona condtraints they were working. 1deas do not emerge, nor are
they trandformed within a vacuum; they are formed within the context of inditutiona
condraints and imperatives. Marx was perhgps more accurate with hisinsight that men
make higtory, but not under the conditions of their own choosing. Thus, it is essentid to
see that ideas and indtitutions perform a curious balancing act when it comes to shaping
the fabric of politics and socid policy. In the end, economic inequdity is a phenomenon
generated by the actuad mechanism of the market, by the processes of unequd exchange
and the way that capital seeksto agglomerate itsdlf at the expense of |abor; but the extent
to which inequaity spreads and how serious it becomesisaresult of politicsin the sense
that only the state can control its excesses and remedy its effects. It istherefore wrong to
look a inequaity—as has been done since the end of twentieth-century—as a pecificaly
economic issue. We must recast the problem of economic inequdity as a political one
instead.

Thereisaconsgtent discourse throughout American politica thought on the idea
of economic inequdity. The task here is not to trace the history of that debate nor to seek
out some causal relationship between certain socid changes and the transformations of

that discourse but rather to isolate the different ways that the concept of economic
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inequality developed over time. Concepts are an important unit of andyssin the
understanding of political history because they are in effect the ways that social actors
comprehend the social and politica world and they are essentid in the ways that people
congtruct political dternativesto what they experience around them. The method thet |
will adopt here therefore seeks to isolate different concepts of economic inequdity as
they were employed throughout the history of American palitical thought; it is a process
of “cryddlization” that | am after here: the search for akey problem within the debate
over economic inequaity. In contrast to other approaches to politica history and idess, |
do not want to gtick to the level of language or semantic analyss. It may in fact be that
language is important, but it isthe leve of reflective thought thet | want to examine, not
the way that language changed over time. Thisreflective leve could manifest itsdf asa
debate over the issue of equdity of condition or equdity of opportunity; it could be over
the issue of politicd liberty and the way thet it istied to economic freedom and the way
that certain writers saw the emerging economic system of capitaliam as a harbinger of
servitude and hierarchy; or it could be over the ways that economic inequdlity is, in the
end, anatural and even beneficid organization of society.

The above discussion responds to the issue of “what people at the time were
thinking,” and this begs the question concerning what socid, political and economic
trends people were confronting and what vaues or normative views they saw as
moativating their actions. The key indgght hereisthat when it comesto thisleve of
“reflection” it isnot Ssmply an abgtract reflection that is being performed, but an
engagement with what Hegelians would know as the “concrete totdity” of history: that

place where ideas and the objective world are linked.>®> The brand of history with which |
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am concerned therefore involves more than a smple historiography of ideas within
certain historical periods; | wish to trace the immanent connection between ideas over
timeas well as ther connection with the externd materid context by which | mean the
economic structure of thetime. The point isto show how an idea (in my case the idea of
economic inequality) was higtorically formed and how it impacted on economic and
political developments in each of the three historica periodsthat | have ddineated. What
| will seek to doisisolate what | see asthe “essence” of the ideas in each of the three
historica periodsthat | have ddineated, or the problematic that the thinkersin a specific
period were grappling with and how this contributed to the way that the concept of
economic inequality was interpreted and how a changed understanding came about asa
result of the debate(s).

Thisisnot akind of “conceptud history” (Begriffsgeschichte) approach to the
reading of history where | follow the development of an ideaiin the sense of the way that
it was used semantically or symbolicaly.>* | do not want to isolate amentalité or akind
of mindset that dominated a specific period; rather, | want to contextualize the operation
and generation of ideas within political and economic redities. Only when actors are
able to penetrate the nature of the economic system around them are they able to grapple
with economic inequdity in any substantive way. Mord critiques of inequdity are
congstent and appear regularly throughout American palitica thought, but the most
radica interpretations of the political dimensions of economic inequality come when
those actors become aware of the economic relations around them; when they are able to

isolate the mechanisms of the system itsdlf and apply their palitica ideas to that system.
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The higtory of palitica idesas therefore has much to do with the way that thinkers and
critics engage and interpret the economic redity they face around them.

Without seeing the relationship between the way that ideas inform political action
and the way that politica ideas and traditions are embedded within the materid
congtraints of their time, there is no way to understand the way's that people have
understood and conceptualized politics and politica ideas. In this study, | want to
examine the way that the changing economic context of American cgpitalism through
time affects the discourse on economic inequdity. This smply means that the idess of
equdity in American palitica thought needed to take into account different materia
interests and confront certain inditutional condraints. By giving intellectud history a
political cut it becomes apparent that the ideas of mgjor thinkers serve, in asense, as
“cryddlizations’ of their era. If Hegdl wasindeed correct that philosophy is “its epoch
gpprehended in thought” then the political importance of andyzing the changing
understandings of inequality should be obvious and it is only through connecting materid
concerns of politica actors with the way that American politica ideas and American
politica culture framed those concerns that we can meaningfully talk about the problem

of economic inequdity in American politica thought.

Capitalist Development and the History of Political |deas

My assartion that political ideas and political tradition needs to be linked to the
materia concernsthat politica actors face therefore requires that American capitaism
and its changing nature and structure become the backdrop for the andysis of the ways

that ideas about economic inequality were formed. | tried to show why the economic



interests of actors needsto be at the core of any understanding of political ideas and
concepts. But it ismost important when examining the problem of the didtribution of
economic fruits and power. The ways that thinkers conceived of the idea of economic
inequdlity isinherently bound to the palitica discussions about democracy and justice

that have pervaded American politica thought. The common assumption today that there
exigs a separateness between politics and the economy isthe result of a gradua process
of gplintering between economy, polity and society that hes grown throughout the course
of American palitical history.

When | speak of an economic or materia context for political ideas and concepts,
| am not trying to isolate amaterid cause for political ideas but rather to show that there
is, as Weber argued, an dective affinity between materid forms of life and the ideas that
socid actors use to understand, rationalize and legjitimize them.?® My central contention
inthis study is that the idea of economic equality has suffered from what | seeto be
termind eroson and thisis a specific result of the implications of the ethos of American
liberdism. American liberdism’s emphasis on economic autonomy and individuaism—
specifically through the doctrine of the labor theory of property—was at first aradica cry
againg the extreme inequiities of the American economy in the nineteenth-century and it
was away to combat what was being seen as the rigng aristocratic nature of American
capitdism. But by the end of the twentieth-century, thisliberal ethos turned into an
gpologia for inequdity in an age where American capitalism's legitimacy is beyond
question. The libera ethos became ajudtification for individua economic outcomes
irrepective of whether they were socidly positive or negative. Americanliberdism

therefore found an dective affinity with certain forms of economic inequdity in late



capitalism; in other words, it evidenced an attraction between economic structure and
processes and the ethic of liberdism. Thisis an argument that can only be explained
higoricdly; and it is one that therefore relies heavily on the changing nature of American
capitaism as a context for political idess.

The economy is therefore not a crude causal mechanism transforming political
and socid ideas. Politicd ideas are not manipulated by an economic lite or ruling dass;
rather, the terms of political debates are deeply affected by the kind of economic structure
within which they are generated. The economic context of an era grounds the
assumptions about how justice relates to the economic sphere; it relates the ways that
people think about ditribution, inequdity and democracy, and it forms new inditutions
of labor rdaions. All of this hgppened in American politica and economic history,
epecidly the development of the indtitution of wage labor which radicd critics of the
time attacked as creating new forms of servitude®® American political and socid history
isunique in this regard and ingructive for others: the formation of an economy developed
in tandem with the development of politicd ideas and inditutions. In American socid
thought, the economy emerged out of the concept of “society”: that sphere of human life
which was wholly associative and which was in opposition to any kind of coercion—i.e.,
the relm of the politica.?” Therefore, arguments about economic equality were bound to
the concrete, materid manifestations of the economy that writers and critics lived within
and within which they participated. Early Americawas characterized not by urban
commercid centers and their indudtrialy clad horizons. The mgority of Americans were

ather farmers, artisans, smal business owners, with only asmdl dass of indudtrid
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workers. Their existence was marked by relative equality and it was therefore able to
ground arobust notion of libera economic autonomy.

| will break up the analysisinto three sections which correspond to three broad
periods of the development of American capitalism. The reason for this rough
periodization is not to make any specific point about American economic history but
rather to show that different debates, different issues and different understandings of the
ideaof economic inequdity manifest themsdvesin the writings of different thinkersin
each of these periods. The three periods correspond to the mgor shiftsin American
capitaist development: the firgt being one of an emerging capitdism, smal in scae,
mainly petty-bourgeois and locd in nature. The second phase of development, which
begins to become predominant in the decade following the Civil War, sees the emergence
of the large corporation, the growth of heavy industry and the phenomenon of mass
urbanization and a cohesive working class. It isaso marked by degpening inequdity and
the radicalization of workers. The third period corresponds to what we know as the post-
indugtrial erawhere the class structure of the nineteenth and first half of the twentieth-
centuries become less rigid and corporate wedlth gains politica and cultura influence.

Corresponding with these changes in the structure of capitalism, | will isolate
three different periods in the evolution of the conceptualization of economic inequdity
and the ways that different writers and thinkers sought to fit the materid redlities of class
divisonsinto their understanding of American democracy. Thisleadsto agenerd
schemathat resembles abroad historica arc: first, aperiod of formation when thinkers
were trying to fit ideas of property, wealth, commerce and the emerging redlities of the

new American economic System together with the political values of democracy and



equaity. But as capitalism began to develop and mature and inequalities began to rise, a
fierce criticiam of inequaity began to emerge.  Thiscriticism began asaradica critique
of economic modernity but soon gained broader influence. By the time thet the
nineteenth-century was coming to aclose, the skepticism of laissez faire capitdism was
seiting in and it effected a change in the way that dites began to view inequdity. The
Progressive eraand the New Ded were therefore the result of a reconceptualization of
American liberalism to incorporate earlier republican themes as well as a degper, more
modern conception of democracy. The second phase of the discourse on economic
inequality therefore congtitutes the ascendancy of egditarian ideas and their trandation
from mord critiquesto socid policy and palitical ingtitutions.

The last period, aperiod of defeat for the egditarian tradition, sees atrangtion to
ajudtification or, perhaps better, an gpathetic political acceptance of economic inequality
and the prevailing economic order. This period, a period of defeat for arguments againgt
economic inequdity, is an age where economic interests eclipse political concerns. A
movement away from politica society—where the politica ideals of democracy and
equality came before the interests of economic agents—iswhat prevailsin contemporary
American paliticad life. And throughout each of the three phases or periods, as the
discourse on economic inequality changed, there was aso a corresponding tradition, an
anti-egditarian intellectud tradition that was in contrast to the egditarians in the sense
that it sought to argue that inequality wasin fact compatible with democracy and other
forms of politica or lega equdity. Inequality was necessary for socid progress and
would, in the end, be more beneficid for society than outmoded and utopian ideas such

as economic equality.
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It isimportant to remember that | am arguing that the way that economic
inequality is debated through American history and the different issues that are brought
up in those debates are not directly caused by the materid context of the time, rather it is
that they must grapple with the materid redities of thetime. The growing severity of
classinequditiesin the latter decades of the nineteenth-century did not alone cause
thinkers to pick up their pensin the interest of preserving some semblance of equdity.
The empiricd world acts Smply as a context, as an arena within which ideas work and
within which they are interpreted. Each of the three periods are chosen not becauise of
some need to find causality between the economic or materia context and the ideas at
hand, but because the ideas of the time must grapple with different economic redlities.

Theideathat economic liberty and politica liberty enjoy an equa emphasisin
American palitica thought and culture is a development of the Lockean separation of
politics from economics. Bt it is precisdy here that the relationship between equdity as
apolitical ideal and its manifestation economically becomes problematic. American
politica culture has typicaly seen economic equdity and liberty as mutudly exclusve
and it is only when the dominant paradigms of American inditutions—such asthe
capitaist marketplace—are chalenged that any gainsin economic equality are made.
What this pointsto is one of the sdient themes of this study: that the persistence of
economic inequdity in Americamore broadly and its intengfication and judtification in
recent decades are both grounded in the very structure of American liberdism itsdf.
American liberdism, didtilled from the ideas of Hobbes and Locke, dividesthe palitica
and economic reams producing a politica ideology—which has intensified in recent

decades—that sees the market as a primary source of human liberty.
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But whatever the case may be, the only way to ded with the methodologica
problem of the relation between the materid aspects of society and itsidedist or
ideational momentsis to see that they fit together as text and context. Historically
gpeaking, the andysis of paliticsis usdess without being cognizant of the materid
interests that were present at hand as well as the predominant politica traditions and
political culture that it interacts with. The way we should approach the relation between
the economy and palitical higtory istherefore not purely Marxian in nature, nor is it
purely Weberian: ingtead, we need to see that ideas matter, but only once they are
tempered by the materid context they inhabit. Economic inequdity is, in this sense, both
an empirica condition and it is a condition which impacts the political idess of freedom
and democracy. It isin the unique nature of American politica culture—one that has
historicaly emphasized equdity, liberty, fairness, efic.—that the contradiction that
economic inequality poses can be most gppreciably glimpsed. Without seeing this
inherent contradiction, the study of the political agpects of economic inequality cannot be

fully appreciated.
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CHAPTER 11

Economic Inequality in Western Political Thought:
The Continuity of an Idea

An imbalance between rich and poor isthe
oldest and most fatal ailment of all republics.
—Plutarch

The problem of economic inequality in American politica thought isintimetey
tied to the broader understanding of the problem that evolved within the western political
tradition of politica philosophy. It isatradition that stretches back to the classicd world
and was renewed again and given new life during the seventeenth- and eighteenth
centuries. Moativated by the perennid problem of economic inequdity, usudly in the
form of divisions of property, western palitical thought engaged the issue with respect to
universal principles of public good and individua welfare. But it is aso important to
point out thet the tradition also congtituted the very materid that American critics would
dso useinthar andyses. Americans saw their own politica project as breaking with the
problemsthat plagued the past. Neverthdess, thereisa continuity in the egditarian
tradition that is rooted in the western tradition itsdlf and then is developed in modern
thought beginning with the Enlightenment. Whether in ancient Greece or in nineteenth
century England, the existence of market indtitutions have been at the source of economic
inequality, but so what motivated a critique of economic society at the expense of
political society.

The importance of sketching the continuity of the approach to economic
inequality liesin its power to illuminate the way that western political thought saw that
economic divisons of power were intimately tied to political imbaances of power; how

the an integrated political life was an outgrowth of . The economic sphere was seen as



subordinate to the palitical; and it was for this reason that the anti-aristocratic impulse
that emerged with the Enlightenment could aso find affinity with the republican impulses
of Greek and Roman palitical thought. It isdso little surprise to see that in early
American poalitical thought, there was asimilar concern for the link between economic
power and politica power; that the republican experiment that American thinkers sought
to congtruct was firmly based on ideas derived from the long tradition of western politica
thought which saw that individua freedom and happiness was premised on some degree
of economic equdity. The relation between economic equaity and political stability, the
enhancement of human liberty and the desire to prevent the excess of politica power in
the hands of the few and construct republican indtitutions which were in agreement with
these broad politicad amsis therefore informed by thislong egditarian tradition in
western political thought.

Since the rise of market societiesin the Mediterranean world, inequalities of
wedlth and property were the cause of endless strife and socid and politica
fragmentation. In the Bible, injunctions againgt inequdity of wedth and property are
numerous. The Jewish and Chritian traditions warned specificaly againgt advocating
for therich a the expense of the poor and this inevitably trandated into many ethica
notions and vaues in western politica thought. However, it wasin classicd philosophy,
in Greece primarily, that the discourse on economic inequality became paramount and

concerned with effects on political life and social cohesion became centrd. Thinkers as

diverse as Hegel and Matthew Arnold, aswell as David Hume and John Stuart Mill, were

steeped in the political philosophy of Greek thinkers and it was the notion of the polis

that informed many of their ideas about socid solidarity in the face of politicd and
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economic fragmentation. Their aversion to inequality arose from a concern for a
conception—sometimes vague—af public good which was put in danger by the redlity of
politica fragmentation and strife caused by the excesses of economic inequality.

This tradition necessarily begins with the Greeks and their concern for the
relationship between inequality in property and the existence of stable political
communities® What is so important in Greek thought over the Jewish and Christian
traditions and their mordistic injunctions againg inequdlity is the fact thet in Greek
thought there was the attempt to understand unequa digtinctions between human beings
inamaterid and sociological context and not as amatter of vague ethical precepts. As
Sanford Lakoff has argued when discussing Judaism and Chrigtianity and the problem of
inequdity, “[i]n neither of these ingtances, however, is there an unambiguous and
systematic effort to invaidate earthly distinctions except with reference to the ultimate
source and destiny of dl being, expressed in the belief in the equdity of dl souls before
God.”? What Greek thought made evident was that economic inequality was adistinctly
political concern, that it had deep socia implications, not to mention mora ones, and that
materia inequities between different dasses and individuas would conditute a
dissolution of socid solidarity and the political community itsdlf. It isthis agpect of the
Greek discourse on economic inequality that serves as the foundation for later European
and American understandings of inequality and its effects.

Looking a the historica continuity of the idea of inequdity isimportant first of
al to show how much of a deviation the modern turn againg equdity is from the western
political tradition asawhole. It isof course true that very few thinkers within the

tradition ever advocated aradica form of equaity—an absolute equdity in property, for



instance—but what is true and essentid to seeisthat there is a congstent notion thet the
gphere of palitics must protect againgt extreme forms of inequaity not smply because of
reasons of ethics but for reasons more fundamenta: that economic inequalities lead
inductably toward socid and political fragmentation and that, even for thinkers such as
Pato who were not democrétic thinkers, the very coheson and even possibility for the
existence of society was threatened by exacerbated inequalities which caused socid
divisons and threstened the harmonious relations between individuas within the political
community. The coherence of this position extends from the politica philosophy of the
Greeks through the Enlightenment and modern liberalism even though there are changes
to the doctrine in each of these periods.

A crucid dimension in the recent transformation of the discourse on economic
inequality in western palitical thought has been the historical shift from what one could
cdl political society to economic society. Economics hastraditionaly been seen asa

corollary to paliticd life, one that was subordinate to the needs of society and therefore,

as Max Weber remarked, a political science. Adam Smith's The Wealth of Nations, for

ingtance, was not intended as an economics text as we would interpret it in the modern
sense. Rather, it was an inquiry into the ways in which wealth could be produced thereby
enhancing sodid life for dl by theincreasein living sandards. Similarly with David

Hume, Rousseau, Hegdl, Tocqueville, John Stuart Mill, Matthew Arnold and other
thinkers of the modern period, politics was privileged over economics in the sense that
human freedom and devel opment required economic advancement, but it was politics that
was dill the centrd organizing art which joined mordity and interest in a common

purpose. But even though this was the case, there was the implicit understanding among
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such thinkers that there was a cohesive relationship between the market, mordity and
politics. That what they saw to be human development and progress was not something
inherent in only one of these inditutions, but that each of them mutualy supported one
another.

There exist two broad conceptions of economic equality in western politica and
socid theory. Thefirgt, which we can cdl the utopian or grict form of equality, argues
that only a commund sharing of socid wealth and property—usudly an dimination of
private property—will result in true socid justice. The other type of equdity argues that
atoleration of small gaps of inequaity between socia groups or classesis permissible to
the extent that the political and socid power between those groups does not divergeto a
sgnificant degree. Therefore, the core axis around which the discourse on economic
inequality rotatesis not, in fact, between competing conceptions of economic or socid
equdity but on the adverse effects of inequdity itsdf. Thinkers throughout western
politica thought have seen in economic inequaity the seeds for the unraveling of society;
of the crestion of socid divisons and dissension; of the corruption of idess of the public
good; and, findly, eroson of any conception of palitica or individua freedom through
the creation of unequa relations of power such as oligarchy and aristocracy.

By tracing the trgjectory and development of the discourse on economic
inequdity throughout ancient and early modern political thought, we can set the stage for
the way that the discourse of economic ideas was framed in early American politica
thought. One of the most important issues in understanding the relation of economic
inequality to politicsis by understanding the way that the economy was interpreted as an

indtitution. Today, it is customary to approach the economy smply as aforma system of



exchange, prices, production and ditribution, as an amord ingtitution working according
toitsowninternd logic. Thisisthe result of the ditinction between what was known as
the “natural economy” and the “mora economy,” adistinction that stretches back to
antiquity and to the Aristotelian emphasis on the ingght that the economy was
subordinate to political and mora concerns of the broader community rather than to seif-
interest and accumulation.® Karl Polanyi makes the important distinction between a
forma and substantive understanding of the meaning of the word “economic”:

[T]he term economic is a compound of two meanings that have

independent roots. We will cal them the substantive and the

forma meaning. The substantive meaning of economic derives

from man’s dependence for hisliving upon nature and his fellows.

It refers to the interchange with his natural and socia environmertt,

in o far asthisresults in supplying him with materid want satisfaction.

The forma meaning of economic derives from the logica character

of the means-ends relationship, as apparent in such words as

“economica” or “economizing.™
Mordity and palitics were therefore both deeply entwined in older conceptions of the
economy and the didtribution of itsfruits. More importantly, the idea of property and its
“proper use’ was a discourse that began in classica thought where economics, politics
and mordity were essentidly inseparable. The concept of economic inequality asa
danger—baoth moraly and politically—to the unity of society as awhole and as a matter
of judtice itsdf wasfirgt lucidly raised in Greek thought. Greek politicd and mord
thought had to wrestle with the implications of amarket society thet, especidly in aplace
such as Athensin the fifth century B.C., had become highly successful economically as
well as extremey unequa with respect to the digtribution of wedth.

When early American thinkers began to write and think about the meaning of the

economy and its function and purpose, they too would need to confront the mora aspects
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of the economic system that the new nation would encourage. Indeed, one aspect of
judtifying inequdity in American thought has been achieved by cutting the link between
mordity and economics. Whereas the early American politica thinkers were concerned
with the mora and poalitical consequences of property and its distribution—athough
there was no consensus on this—from the era of industridism well on to the present,
there was a dissociation of economics, property and markets from mordity and palitics.
Whether it was Jefferson’ s criticd views of an incipient industria capitalism, John
Adams bdlief that inequality would surely rise with the economic development of the
nation, or Alexander Hamilton's promotion of industry and manufacturing as ameansto
higher socid progress and civilization, they were dl attempting to redefine the proper
mord gtructure for American economic life. Hence, dl discussions of economic
inequality in American political thought need to be seen as embedded in a much broader
discourse; not only because this was the intellectua background for their debates and the
formulation of their ideas, but aso because it needs to be seen how dragtic a change has
occurred over time in the development of America s political and economic idess.

By tracing the mora and politica assumptions that surround the egditarian
tradition it becomes clear that it was a firm and consistent view among ancient and
modern thinkers dike that economic inequdities—most especidly when they were acute
and extreme—were not only morally abhorrent, but politicaly dangerous aswell and that
thisidea of materid equaity—although never seen, except in rare occurences, asa
radica form of egditarianism—forms a digtinct tradition in western palitica thought; one
that is relevant for the discussion of the early ideas of American political and economic

thought on the question as well as the continuing debate and ideologica transformation
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of the discourse on economic inequality in contemporary American political and socid

thought.

Inequality and the Fragmentation of the Greek Polis

In ancient Greece, the heart of socid life was the agora, what we would call today
the marketplace. But the agora was more than alocus for market transaction; it was that
place where citizens would debate political issues and discuss ideas and new policies of
the city-gate. It wasthe central cultural and communa point around which Athenian
democracy was organized. It was the politica life blood for the polis which, for somein
the modern period as diverse as Mill and Hegdl, would aso be seen asthe idesl
inditutional form for modern democretic life. Indeed, the ancient Greek citizen was one
who saw himsdf as part of alarger commund whole, who saw his interests as bound to
the socid and paliticd life of hisfdlow citizens. Such an ided was not, however, the
norm throughout the history of city-states such as Athens and Sparta. The great period of
Greek philosophy in the fifth century B.C. was accompanied by atime of gresat prosperity
in Athens, and it is from this economic progperity—and the economic and socia
inequality that it produced—thet the problem of economic inequality began to emerge as
amgor themein classca politica philosophy. It wasthistheme—widely herdded a
the time asthe “socid problem”—uwhich led to some of the core issuesraised in classic
works such as Plato’ s Republic and Aristotle’ s Politics. What these thinkers laid out was
abasic political approach to the problem of economic inequdity and its reation to
political unity and socia cohesion. Although it is more common to interpret these ideas

interms of political “virtue,” what needs to be emphasized is that the tradition was much



more concerned with materid issues than abstract concepts; their insights into the danger
of political and socid fragmentation as the result of egoism, economic sdf-interest and
the accumulation of wealth by a minority at the expense of the poor and unpropertied lie
a the heart of the western palitical tradition; for it is a theme that emergestime and again
throughout the devel opment of western politica thought.

The philosophica and ethica backdrop for the entire discourse on inequdity in
classcd Greek thought istheidea of a cohesive, harmonized mord political community,
one whose very viahility was a risk once social classes became more dratified and the
animogity among the poor toward the rich became increasingly disruptive or the power of
wesdlthy oligarchs beginsto erode any sense of socid solidarity among citizensin the
community. Economic inequalities therefore posed a threat to the communitarian basis
of Greek politica society and what was a stake in the discussion of inequdity was
therefore the preservation of society itsdlf at the expense of politica and, even more
serious, socid fragmentation and the unraveling of civilization itsdf and thereturnto a
date of nature.

This discourse begins in the first decades of the fourth century B.C. in Greece and
continues until the Roman conquest in the middle of the second century B.C. New
economic processes began to have a severe impact on the economic life of ordinary
citizens. Firg there was adecline in smal and medium land- holding as property began to
agglomerate into fewer and fewer hands resulting in large agricultura properties owned
by asmadl but powerful dite. Second, there was the emergence, through the growth of
trade and smdll- scale manufactures, of a quas-capitdist economic system, especidly in

cities such as Athens and Sparta. This meant the decline of the agricultural middle class,
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something that had been a congtant in Greek economic life from the Persian Wars
through the end of the Peloponnesian War.

These structura economic changes led to a new awareness by philosophers,
writers and poets of what has been caled the “ socid problem” of classica Greece,
defined essentidly by what was commonly discussed at the time as “ poverty versus
riches’ (penia kai ploutos). Economic inequality was such a serious problem that much
of the literature of the time is replete with thistheme.  Aristophanes’ find two plays, his
“Ecdedazusae’ and his*“Ploutos” are both about the imination of economic polarities
and the foundation of wholly new and utopian economic systems where absolute equality
reigned and private property was diminated. Economic equdity is Seen as a panacea,
the solution for dl of the “sore evils’ (anekesta kakon) of society, and even though
Arisiophanes clearly intended his egditarian utopias as comic, the idea that such atheme
would have appeded at al to Athenians shows how much the problem of materid
inequalities was a theme of mgor importance. It isathemethat is aso present in other
literature of thetime. The Holy Writing by Euphemeros envisons an imaginary city,
“Panachia,” where thereis no private property outside of one’s home and asmal plot of
land surrounding it and everyone works according to their abilities and receives
according to their needs (athough the class of priests are given twice their share).
Utopian visions of absolute economic equdity are dso seenin lambolous' 1sland of the
Sun where acommunistic society exists in a state of complete equality and brotherhood
and without competition and socid strife®

Thiswas atheme that aso emergesin Plato’s Republic where he observes that the

nature of the modern city consisted of “not one, but two states, the one of the poor and
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the other of rich men; and they live on the same spot and are dways congpiring against
one another.”® The problem with inequdity israised in the Republic where the very
conception of justice and the just city istaken up, in part, in relation to the distribution of
property. It isaso the place where the idea of economic equdity is taken up explicitly in
response to what many thinkers saw at the time as the increasng fragmentation of the
polis—expecidly in Athens—as wedth disparities grew and society was fundamentaly
divided between an ever richer mercantile class and large- scde agriculturad property
owners on the one hand, and workers, daves and smdl-scae farmers on the other.
Plato’sidea of the perfect city characterized by the idedl of justice emphasized the
importance of emphasizing the whole (hole) over the parts and the promotion a harmony
(harmonia) among the different socid segments of the palitica community and its
various classes. When discussing theided city in Book IV of the Republic, Plato has
Socrates say:

[W]hat we had in mind when we founded the city was not

how to make one class happy above the rest, but how to

make the city as awhole as happy asit could be. For we

believed that in such a city we were mogt likely to find

judtice, and injudtice again in the worst managed city; then

we might examine them and decide the matter which we

have been searching dl thistime. Well then, now, aswe

believe, we are molding the happy city; we are not

separating afew init and putting them down as happy, but

wetakeit asawhole.’
In Plao’s classic argument, justice is not to be found in good acts or in the mere
exisgence of “just” laws and virtuous rulers. More importantly, justice isfound in the
arrangement of social structure itsdf; it is manifest in the specific way that the polisis
organized with al having equa shares because each class depends on the activities of all

others the promotion of economic equdity is therefore part and parcel of the project of
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building ajudt city. Thisview that justice isto be redlized in the very organizationd
sructure of society itsdlf isin sharp contradigtinction to Biblical injunctions againg the
inequality of wedlth and property which were based more on avague moraism and on
theological foundations rather than a sociologica and materiaist understanding of the
concept of justice. Plato’s Republic therefore privileges economic equdity in the light of
abroader politica and mora concern for socid solidarity and the desire to prevent the
fragmentation of community and the dissolution of politica society itself. Economic
inequdlity is not viewed smply in the light of justice or fairness, it isaso, and to acertain
extent more essentidly, viewed in terms of the very existence of apolitica community
itsalf.

The generd view of socid harmony and wholeness informs classical Greek and
Roman politica theory and it is central in understanding the basic foundations for the
discourse of economic equality in western thought. Plato as well as other Greek thinkers
of the period saw that the inditution of the polis was something that was naturally formed
not something that existed naturally. The differenceis crucid: individuas come together
for mutua support and to take advantage of the different abilities that each individud,
family or class hasto offer. Society flourishes only when it is efficient and each person is
able to dedicate himself to his task and therefore enrich the totdity of the polis—
individua sdf-sufficiency was dependent on the maintenance of the socid totdity, a
theme that would also emerge in American political thought on the subject of inequality.
The ethical-political ideas that Plato advocates in the Republic are therefore not
metaphysical concepts, they are afunction of the vison of the materid operation of ajust

society and the specific type of harmony that was valued. The necessity for economic



equaity flows from the redization that for justice to be made red in the world, people
ought not to be treated differently but with equaity since each in his own way
contributed to the good of thewhole. Thiswas not only amora concern; it was dso
central to see that the economic foundation of the Sate lies in the cooperative nature of
citizens and this, in turn, meant that the Sate found its very legitimacy and binding force
in human need itsdlf: in the ideathat man was apolitica animd, as Arigtotle would later
atticulate it® Hence, economic disparities did not smply spell injustice, they were a
prelude to the very breskdown of socia cohesion that held society itsdlf together.®

The causal moment for the writing of the Republic, in many ways, and the
intengfication of politica philosophy during the fifth century B.C. more broadly, was the
tacit redization that inequdities in wedlth and property were causing inequaities of
power and influence that were emerging as a clear threeat to the polis. Thiswas a centra
problem not smply because of economic consderations; it was a core political problem
because it meant not only injustice, but a constant attempt by those that were
economically week, and growing in number, to transform—usualy by means of
violence—the gtructure of society. This meant that the polis was fragmenting not Smply
in classterms, but in mora and political terms aswell. Throughout the period of the
fourth century B.C. in many of the Greek city states aswell as Greek idands such as
Syracuse, Cos, Leshos and Naxos, among others, there were politica revolutions which
had as their underlying justification the redistribution of property as well as economic
and socid equdlity and the abolition of debts.*®

The problem of the fragmentation of the polis as aresult of increasing economic

polarity is one of the key messages behind Isokrates various attacks on inequality and
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the degeneration of the Athenian polisin hisorations. In his Areopagiticus he recdlsa
golden age of Athens when “the wedlthy were better pleased to see men borrowing
money than paying it back. For they therefore experienced the double satisfaction, which
should gpped to dl right-minded men, of heping ther fdlow dtizensand at the same
time making their property productive for themsdves”** For Isokrates, the key was a
sharing by the wedthy with the poor, and on avoluntary basis motivated by an ethica
impulse for socid solidarity. The great socid problem of ancient Greece, that of

“poverty versus wedth,” was therefore to be solved not by aradicd egditarianism—as
advocated in the literature of the time and in Plato’ s Republic—abut through a voluntary
sharing of property by the rich with the poor through the impulse of their (the wedlthy’s)
mordity and their devotion to the polisitsdf. It wasa political concern with the public
good which would motivate dl citizens to lessen inequdity, promote socid solidarity and
leave egoism and greed behind. 1sokrates saw the tendency to ease socid and materia
inequalities as the mord basis for the polis and he saw that the growth and expansion of
markets and inequaities in wedth and property crested alapse in both public and private
mordality. Economic inequaity was therefore dangerous to the mord fabric of society and
theindividua and it implied amuch wider form of socia breskdown then “mere’

political injustice. It was therefore not the case that the argument for economic equdities
exigted from the gart only in utopian form, one that saw the leveling of al digtinctions

and abilities. Rather, it was one that saw the solution to socid fragmentation and

political disntegration that arose from the resentment of economic polarity as the pursuit
of amiddle-path between the excesses of property and wedth and the utopian visions of

absolute equdity and communa ownership.?



Plato, too, saw thisto be the case about 20 years after writing his Republic.
Rigorous forms of equdity were, as Kurt Raaflaub has argued, “not a seriousissue, and
belonged in the sphere of comic surredlism and abstract theoretical schemes”*® which
meant that more pragmatic solutions needed to be found as | sokrates himself had hinted
toin hisoraions. In hisLaws, Plato argues that inequdities of wealth may in fact be
unavoidable and it is therefore necessary to concentrate on narrowing the gap between
rich and poor rather than seeking to diminate it completely.>* He argues that this can be
done through gtate laws which would not dlow for aleve of inequdity between its
richest and poorest members to exceed afactor of four. AsJohn Wallach has observed,
Hato’s intention was the minimization of socid conflict through the narrowing of
economic disparities. “[t]his relatively smal gap in the materid conditions of rich and
poor is necessary to facilitate politica action, prevent disputes from arisng among
citizens, and achieve the grestest possible unity of the polis.”*® Unlike the argument in
his Republic, Plato is not trying to argue for some utopian schema that will be the
blueprint for the ided state asin his Republic; rather, heis attempting to dedl
pragméticaly with the seemingly natura inequalities that spring up within market society
and aform of equadlity that, dthough not drict and absolute in nature, can gtill mallify the
socid and political disntegration that economic inequities necessarily cause.

|sokrates, then, initiates a new perspective on the discourse on inequdlity: that of
“moderation” (or what the Greeks themselves termed metriotes). For both | sokrates and
for the later Plato the concern becomes how we can narrow and then manage inequdities
rather than trying to eradicate them completely. Both ingst not on adrict and absolute

communigtic form of economic equdity as advanced in the Republic and the utopian
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literature of the period, but through the reviva of a civic mordity wheretherich
voluntarily help the poor (Isokrates) or through laws, implemented by the state, which
will not tolerate class inequdities beyond a certain, fixed measure (Plato’'s Laws).

Both of these concerns mergein Arigtotl€ s treetment of the problem of economic
inequality. For Arigotle, the issue of materid equality was taken up in his discussion of
politica science in the Politics but it dso hasrootsin his discussion of judticein his
Nicomachean Ethics.  Inhisethicad formulation of judtice, Aristotle argues thet the
unjust man is one who “bregks the law and the man who takes more than his share, the
unfair man. Henceit is clear that the law abiding man and the fair man will both be
just.”'® For Aristotle, the terms for “taking more than one's share” (pleonektes) and the
“unfar” (anisos) are important categories in discussing the problem of justice. The
concept of pleonexia isonethat is centrd to the mora dimensions of economicsfor the
Greeks since it ismore equivaent to greed and rapacity than to the more polite
rendering—and the one preferred by John Stuart Mill—of taking more than one’s share.!’
But the key ingght that the Nicomachean Ethics puts forth is the notion that there is some
kind of median amount beyond which one can exceed in terms of possessions and
therefore become unfair (anisos) and then unjust (adikos). The dynamics of the economy
were not to be seen smply inindividudigtic terms. Grounded in broader concerns of
mord life and community (koinonia), the economy was to be * subordinate to the broader
communal and political needs of the polis.”*2
Although Arigatleistypicaly seen asthe palitica antidote to the theory of the

Patonic sate in the sense that he advocated private property over that of common

property, his notion of equaity—athough not asradicd in itsimpulses as Plato and



|sokrates and other thinkers of the time—and hisingstence, like that of Plato in his Laws,
is that there be a manageable inequality between classes and that the rule be a moderate
equdity rather than extremes of weslth and poverty.*® Aristotle sees political societies as
tending toward two kinds of indtitutions, both of which arise from unequa property
relations. Firg thereis oligarchy which arises from the concentration of property and
wedlth among the few and the second is democracy where dl are rdatively equd in terms
of property and political power. The problem, as Aristotle seesiit, is that both forms of
organization are imperfect Snce they both lead to socid ingtability. Oligarchy isthe
worst of the two since “in oligarchies two sorts of faction arise: one among the oligarchs
themsdlves and another against the people”?® Democracies are also prone to social
unrest since “the only faction is againgt the oligarchs since there is none worth
mentioning among the people themselves™®! This leads Aristotle to his basic position on
equdity and its palitical implications. “a condtitution based on the middle dassesis
closer to ademocracy than to an oligarchy, and it is the most secure condtitution of its
kind.”??> Thisisdearly not akind of equdity Smilar to Plato’sin the Republic; it is
specificaly defined in oppogtion to that form of communigtic equdity (koinonesantes)
which, according to Aristotle, Plato advocates there. Aristotle offers ajudtification for
moderation, an argument for the atenuation of materid inequalities of property and
political power to which they give rise and the creetion and maintenance of amore
secure, and therefore more just, political society based on an approximate equality
grounded in the middle class.

Arigtotle sfear of socid and politica faction (stasis) is not unlike that of James

Madison in his Federdist 10, where socid divisions based on competing and clashing
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economic interests will cause politica fragmentation and even the possibility of socid
breakdown or of some other kind of political domination such astyranny or oligarchy.
The problem of unevenly digtributed power and wedth is not smply ethicd in nature, it
is, as we saw with Isokrates and with Plato, a central concern for what Aristotle himself
terms a“secure condtitution.”  This arises from his discussion of revolution in book five
of hisPalitics. The secure condtitution guards againgt palitica divisions, economic
factions and the disintegration of the community. And at its base lies the need for
preserving some degree of economic equality, “to make dl attempts to mix together the
multitude of the poor and that of the wedlthy or to increase the middle class (for this
dissolves party factions arising from inequaity.)”?® It isaso onewhich ismorejust in
the sense that “judtice is the common benfit,” which isthe guiding principlein
Arigtotle' s conception of palitica justice. Aristotl€' s conception of politicsis
anthropologica in nature: he sees the polis as the ingtitution which defines the human
subject. Unlike later libera theories of the pre-palitical nature of man, Greek thought—
and Arigtotle in particular—saw that it isin the mutuaity of man’s existence that politics
and judtice were created. Aristotl€ sidea of the human subject defined as a“ politicd
animd” (zoion politikon) is one reason why he identifies justice with the common good
and why he also argues that a democracy of the middle class and the attenuation of
extremes of poverty and wedth isthe best form of political society snceit isonethat is
most just and, at the sametime, least prone to faction, revolution and socia
fragmentation.

The idea of economic equdlity therefore lies at the heart of classica poalitical and

socid thought. By seeing that the economy was not a separate sohere of human activity,
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but one that was thoroughly embedded in the socid, mord and politicd life of all
citizens, theimplications for inequdity and its relationship to sociad and politica stability
were taken serioudy. It isaround the concept of “moderation” or metriotes which the
politica arguments for economic equdity will be organized in the modern world.
Although communism and anarchism—among other utopian politica ideologies—put
forth radica forms of equdlity, this was not what most thinkers and reformers argued for
when they sought economic equality. The two broad strands of argument on economic
equality—utopian or communistic on the one hand and practica or moderate on the
other—uwiill therefore dominate the politica and economic debate in the modern era as
capitaism and a new market society emerges to shape new socid divisons and new

socid gruggles.

Inequality and the Modern Context: The Enlightenment and M oder nity

If the ancient world viewed inequdity as a primary cause of socid unrest and the
fragmentation and disintegration of political society, the modern perspective from the
Enlightenment onward was infused with asmilar but il quite different ethos. The
great socid problem of inequdity became aredlity in ancient Greece precisely at thetime
when its own form of market society was flourishing in Athens and other city-states
throughout the region. It became a coreissue of political and socid reform and leavesits
mark on the literature and philosophy of the time. \When economies began to grow once
again in Europe and trade began to expand in the later middle ages, new concerns over
inequality began to emerge. Machiaveli’s Discourses argues that the only way to

preserve arepublic of free citizensisin the limitation of unequa wedlth (see book 1, ch.



55). Therelation between civic equality and economic equality was seen to be inherently
linked since extremes of wedlth and poverty led to either corruption or the desire for
revolution: “Let, then, arepublic be congtituted where there exigts, or can be brought into
being, notable equality.”?* But by the eighteenth-century, there had aready been
countless peasant revolts, many of them now seen to be organized around the interests of
economic equality and the redistribution of property.>> Economic inequality was
therefore something that, even though it had yet to become amagor concern of political
philosophy, was gill a papable issue a the levd of everyday people.

If the Reformation initiated a dow redization in politica higtory of the necessity
for political equdity, it was merely the birth of apolitical conception of equaity and one
that did not extend—nby its own logic—into the economic sphere. It was with this
concern for political equality, the rise of an anti-derica impulse and the movement
againg feudd indtitutions that were at the center of political thought in the early modern
period. The Enlightenment would expand the critique to the economy and the need to see
political power and property asinherently linked. With the Enlightenment, the notion of
equality takes on more radical depth and wider scope and the problem of politics and
economics is dedt with for the firgt time in amodern context. The concern for equality
would be tied to the concern for politica and socid power. Itsinitia impulse wasto
cagte off the vestiges of feudd society and the forms of socia and politica hierarchy that
they maintained. But political and economic power went hand in hand and thisinsght
was not logt on Enlightenment thinkers. As the economic Stuation in Europe and the
emerging American states became more capitalist and moved from smaller forms of

ownership and manufactures in the older agrarian forms of economic life, economic
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inequaity once again became a pressing issuein palitics. This was perhaps made more
sengtive due to the fact that the discourse of political equdity was dso on therise and
arguments for equd treatment by the state had grown decisively since the seventeenth
century.

The problem of the concentration of wealth and property became an explicit cause
for reform during the Enlightenment. The discourse on economic inequdlity during the
Enlightenment was intimately tied to the problem of politica power and palitica
inequaity. Whereas the discourse on politica equdity was a more pervasve onein
England with the Levelers “An Agreement of the People’ ddivered to Parliament in
1649 and the ideas of Hobbes and Locke coming shortly theresfter, these arguments were
made largely by an emerging middle class which owned property and sought politica
rights and equality within an out-moded political and socia order.?® But evenin Locke,
inequditiesin the distribution of property were an essential mora concern. Locke
argues, in his Second Treatise of Government, that the need for the state arises once
property has become so unequd in the state of nature that individuals begin to diverge
away from naturd lav—defined as the treatment by each person of every other as equd
and far—which becomes corrupted.

Aswith the turn in Greek thought on the subject, the pervasive argument for
economic equdlity during the Enlightenment throughout Europe was not one of redica
egditarianism but a critique of inequdity and the promotion of socia harmony through
remedying the excesses of economic disparities. Indeed, it can be argued that thisis not
the theme that should be focused on when discussing inequdlity in western political

thought. What should be seen, however, isthat there is a consstent critique of extreme
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inequalities of wedlth or property, and it is this which is the most important, long-
ganding tradition in western political thought on the subject of economic equdity.
Indeed, as with the Greeks, Enlightenment thinkers were concerned with the social and
political repercussions of economic divisons. Even asthey clearly celebrated the newly
crested market system of the emerging bourgeoisie, which many of them saw tied to an
ethos of modern freedom and human progress through economic development and
growth, they were dso consistently skeptical about the different politica interests that
they produced and the problems of socid divison that resulted from the operations of the
market and the accumulation of wealth and property. Thiswas the case even for Adam
Smith. Although he does not argue for aradica form of equdity, his pogtion was that
economic interest comes at the expense of public interest:

There are three orders in society—those who live by rent,

by labour and by profits. Employers condtitute the third

order. . . The proposal of any new law by or regulation

which comes from this order ought dways to be listened

to with the greatest precaution and ought never to be

adopted till after having been long and carefully

examined, not only with the mogt scrupulous but with the

most suspicious attention. It comes from an order of men

whose interest is never exactly the same with that of the

public, who have generdly an interest to decelve and even

oppress the public.?’
Smith was hardly naive as to the relationship between economic power, property and
cvil government. Hefallowsthis generd trend of arguing againg the inequality of
wesdlth and property in defense of civil harmony: “[w]herever thereis great property
thereis greet inequdity. Civil government, o far asit isindituted for the security of
property, isin redity, indtituted for the defence of the rich againgt the poor, or of those

who have some property against those who have none a dl.”?® But despite his fear of
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socid dissension arising from the propertyless—afear of Aristotle aswell as of Plato—
Smith does end up arguing something smilar to the Greeks with their concern that

extreme inequalities can only have a detrimenta impact on society as awhole and its
“heppiness’:

Servants, laborers, and workmen of different kinds, make up
the far greater part of every greet political society. But what
improves the circumstances of the greater part can never

be regarded as an inconveniency to the whole. No society
can surely be flourishing and happy, of which the far greater
part of the members are poor and miserable. It isbut equity,
besides, that they who feed, clothe, and lodge the whole body
of the people, should have such a share of the produce of their
own labor as to be themsdves tolerably well fed, clothed and
lodged.?®

Inequdity is therefore something that Smith, too, sees as generaly problematic and tied
to acertain civic mordity which needs to be the ultimate end of both economy and polity
dike.

Asde from the issue of civic mordity there was aso a concern with the
implications of inequdity on the operation of the gate. In hisessay “Of Commerce”
David Hume argues that an equdity of incomesis not only preferable as aresult of the
maximization of happiness, but it is aso of primary interest from the larger point of the
politicd community itsdlf.

No one can doubt, but such an equaity is most suitable to
humean nature, and diminishes much less from the happiness

of therich than it addsto that of the poor. It aso augmentsthe
power of the state, and makes any extraordinary taxes or
impositions be paid with more cheerfulness. Where the riches
are engrossed by afew, these must contribute very largely

to the supplying of public necessties. But when therichesare
dispersed among multitudes, the burthen feelslight on every

shoulder, and the taxes make not a very sensble difference
on any one sway of living.*°



For Hume, there was aso the dement of power and interest. Economic inequdity did not
only diminish benefits for the entirety of the political community through decreasing the
incentive to pay as wedth accrued in smdler and smaller shares of the population, he dso
saw that there was agenerd interest in the rich to oppress the poor by laying an
increasing burden on them—by which he means tax burdens—and the protection of their
own wedth and power. “[W]here the riches are in few hands, these must enjoy dl the
power, and will readily conspire to lay the whole burthen on the poor, and oppress them
il farther, to the discouragement of dl industry.”3!

What isinteresting in the views of Smith and Hume is the way that the redlities of
economic inequdity were inherently political in nature. They seem to have presaged—
based on their readings of history—that economic inequaities were inevitable and that
there were certain ways that the state could dedl with them. But even more, thereisthe
interesting fact that both Smith and Hume knew of the benefits of industry and of modern
economic thinking. They made a point of showing that even within the new economic
system, the old problems of inequaity and their effects would retain their power. Their
understanding was far more redigtic than many have assumed and it is only with therise
of an ideology thet would legitimize these same inegudities thet a politics of inequdity
will begin.

In France, during the later phase of what some have called the redical
Enlightenment, figures such as Denis Diderot, Jean-Jacques Rousseau and Baron
d Holbach, among many others, argued explicitly againgt the concentration of wedth and
property on the basis of the politica inequality that was its consequence. Others, such as

the Itdian Count Alberto Radicati or the German plebians Matthias Knutzen and Johann
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Chrigtian Edelmann argued for the erasure of socid hierarchies and inequalities of al
kinds through a massive redistribution of property.®? Their leveling tendencies are
echoed in the following lines of Holbach:

In dmost dl nations three quarters of the subjects possess

nothing. When asmdl number of men absorb dl of the

property and wedlth in a state, they become the masters of

that state. Governments seem to have dtogether neglected

thisimportant truth. When the public will or law ceasesto

keep the ba ance even between the different members of

society, the laziness of some, aided by force, fraud, and

seduction, succeedsin gppropriating the fruit of the labor

of others.®*
The theme of economic inequdity and the qudlity of life of citizens became an important
topic before the French Revolution since it was seen as leading fundamentdly toward
socid hierarchy and oppresson. Thiswasthe radica srain of the Enlightenment and its
connection and its focus on the problem of economic inequdity, will become an
important theme when discussing the way in which this same discourse developsin
American political and socid thought. But it should be remarked here thet thisis a
deviation from the tradition of moderation Snce it isaturn toward the radica abalition,
or leveling, of dl forms of hierarchy. And thistheme isimportant because the view was
emerging that economic inequalities were reproducing hierarchies of socid power that
were the heritage of the feudd past. Thiswas adient theme in the early years of the
American republic, but the concern with economic inequaity continued through the
nineteenth and early twentieth-centuries as a dialogue about the problem of palitica
divisons and socid fragmentation.

As the nineteenth- century progressed, it was quickly becoming apparent that the

primary problem with modernity was to preserve some kind of socid integration in the

midst of a market-based society. The concern with the state and its reltion to the



economy became more paramount aong with the problems that inequality and property
posed to very idea of modern palitics. Thisisfirst seen in Hegd’s account of the relation
between the state and the economy in his politica philosophy and his account of ethica
life (Sittlichkeit) and civil society (burgerliche Gesellschaft). Although Hegel’ s remarks
on inequdity are generdly seen asacriticiam of the doctrine of any kind of equdity of
property, he did, in fact, see the emergence of the complexity of modern civil society
with different socid classes (Stéande) as having adverse effects on the political
community. Hegd is very specific aout the notion of “naturd inequdity” something
that Aristotle himsalf—and other ancient thinkers as well—saw as the foundation of
inequalities. But Hegd’s argument againgt equality of property ought to be seen asan
argument againgt the utopian aspirations toward absolute equality which he dismissed
because of their impracticdity. Inthis sense, he argues for a distinction between palitica
and ethicd equdity, which is asolute, on the one hand, but not in terms of the equa
possession of property: “[m]en are equd, it istrue, but only as persons, thet is, only with
reference to the source of possession.”** Which means that “the assertion that the
property of every man ought in justice to be equa to that of every other isfdse, snce
justice demands merely that everyone should have property. Indeed, anong persons
varioudy endowed, inequality must occur, and equality would be wrong.”®

Although some commentators have taken thisto be Hegd’ sfind point on the
problem of inequality,®® his discussion ought to be seen in light of the dlassical discourse
on inequdity which was critical of communitarian schemes and notions of absolute
equdity of property. Where Hegel doesfit into the egditarian traditionisin his

indstence that the entire politica community (das Allgemeine) has the responsbility to
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prevent excesses of poverty and wedth since this can only cause the growth of socid
dissenson and socid fragmentation. Hegd’s argument againg inequdity is—Ilike that of
Arigtotle and the later Plato in the Laws—the fear of the disntegration of the politicd
community: the increase of the poor and those disenfranchised by the new, economic
system of modernity which is replacing the older, traditiona forms of agriculture and
amdl-scale production, creates a mass of people (Pobel) whose interests are the
destabilization of society because of their disenfranchisement. Thus, the complex nature
of modernity and of an emerging capitaism need to be attenuated by society and the
indtitutions of the state sSince injustice, and even the threat of revolution itsdlf, is
ineviteble

In states where the poor are left to fend for themsdlves, their

gtuation may become miserable in the extreme. . . It isnot

possible for them to obtain their right through formal

justice—merely gppearing in court—owing to the costs

involved in the forma process of judtice. . . This contingency

must be overcome by the whole community. In thefirst place

gpecid provisons must be made for theindigent ina

fatherly fashion.*’
What Hegd seesisthe problem of socid integration in modern society between various
socid cdasses. Inequdity is unjust once it becomes a systemic socid problem linked less
to themora claims of individuas againgt one ancther than between entire socid dasses.
“whole classes, whole branches of industry can succumb to poverty when the means of
this sector of the population produces are no longer sold and their business stagnates.
The conjunction of the different factors involved goes beyond what the individua can
grasp, and here the state must provide.”3® It is the responsibility of society asawhole—

and the ingitutions of the state—to remedy these “ contingencies’ sinceit is not possible

for individuals to remedy them on their own.*® A moderate form of economic equity is



therefore necessary to enable modern society to  be integrated and to have even some
trace of the Greek concept of harmony and wholeness, something Hegel specifically
wanted to preserve while kegping a modern conception of autonomous subjectivity.

Therise of the liberd Sate therefore does complicate the tradition of the discourse
on inequdlity in western politica thought. For Hegdl it was a problem of socia atomism
caused by the maturation of market inditutions. Only the state—the true expression of
absolute freedom—was able to quell the divisons that libera atlomism had created in the
sphere of civil society. Inequdity would be rampant once the economic and palitica
spheres were separate; this would become amagjor themein Progressive and New Dedl
thought: the ingght that politics had to be placed a the forefront of economic concerns.
The movement againg laissez faire individudism would become an important themein
early twentieth-century political thought in America, and its Hegdian flavor needs to be
recognized. What Hege brought forth was the rekindling of the classca themes of
Plato, Aristotle and Isokrates: an emphasis on the importance of the ideal of politica
community and socid coheson and the dangersto public life and palitical indtitutions
that economic inequality posed to the public good.

Asthe indudirid age matured and the nineteenth- century wore on, the concern
with economic inequality grew in intendty. Indeed, dthough theingght that politica
and economic power were inherently related did not diminish as the egditarian discourse
progressed through the nineteenth- century, English politica and socid thinkers began to
examine the relationship between “civilization” and economic equaity. Matthew Arnold
isone of the most lucid thinkers on this theme where the rdlationship between materia

inequdity, culture and civilization is privileged over the problem of political inequality.



For Arnold, the late nineteenth century saw the emergence of what he termed the
“religion of inequelity.” Thiswas due largdly to the rise of Socid Darwinism which
judtified economic inequalities between classes as natural outcomes of socid struggle and
the Spencerian notion of “surviva of the fittest.” Thiswas an ideologica counterpart to
the trangtion to massve indudtria production and urbanization in England and America
But for Arnold, the centra problem of economic inequality was the relationship between
civilization and the materia forms of life that enabled men to acquireit. What was
centrd to Arnold’' s andyss was the way that economic inequdity robbed individuds of
the capacity to acquire not only the preconditions for their materia well-being, but dso a
capacity for education, culture and humanization itsdf. His concern waswith |’ esprit de
société which he saw as equivaent to a society of equality between economic classes.

[A] community having humane mannersis a community of

equas, and in such acommunity greet socid inequdlities

have redly no meaning, whilethey are a the sametime a

menace and an embarrassment to perfect ease and socia

intercourse. A community with the spirit of society is

eminently, therefore, acommunity with the spirit of equdity.

A ndtion with agenius for society, like the French or the

Athenians, isirresstably drawn to equality.*°
Arnold’ sargument is not unlike that of Marx who, about thirty years earlier had
discussad in his Economic and Philosophical Manuscriptsthe deformity of civilization
produced by the inequities of capitaism: “labor produces for the rich wonderful things—

but for the worker it produces privation. . . It replaces |abor by machines—but some of

the workers it throws back to a barbarous type of labor, and the other workers it turnsinto

machines. It produces intdligence—but for the worker, idiocy, cretinism.”*! Theinsight
shared by both Marx and Arnold was that economic inequaity was not smply an issue of

politica power, it was aso infecting the very character of cultureaswell. Arnold's
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problem with inequaity was not smply that it distorted political arrangements, rather, it
was that the effects of inequaity were reducing civilization ro barbarism. It pitted
owners againgt laborers, the rich againgt the poor, and in the process reduced culture to a
war of economic interests. The brutalization of culture, or civilization was a hand, and
economic inequaity would be the cause, in his view, of the downfal of the culture and
the rise of anarchy. Indeed, for Marx, aswdl asfor Arnold, economic inequalities were
increasingly becoming a problem that was expanding beyond the boundaries of socid
justice; it was amatter of culture as wel, having permanent effects on the development
of dvilization and humanity itsdf:

surely it is easy to see that our shortcomings in civilization

are due to our inequality; or in other words, that the great

inequality of classes and property, which came to us from the

Middle Age and which we maintain because we have the

religion of inequdity, thet this condtitution of things, | say,

has the natural and necessary effect, under present circumstances

of materiaizing our upper dass, vulgarizing our middle class,

and brutdizing our lower dlass. And thisistofall in

dvilization.*?

This concern with the preconditions for individud livelihood—both in economic
and cultura terms—was aso centrd to the thought of John Stuart Mill who saw that
there was ds0 a serious effect on political and public life due to the redlities of economic
inequdity. Unlike Arnold, Mill was deeply familiar with the technicalities of economics
having penned his magesteriad Principles of Political Economy in 1848. But for Mill, as
for Arnold, the problem with economic inequality was a problem of mordity and culture
since it made whole swaths of the population—namely the working class—dependent on
another, wedlthier class. For Mill, this dependency was nothing less than neo-feudd.

Even more, Mill argues that property rights and the specific forms of income digtribution
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within any society can and must be interfered with by the political community in order to
enhance the cultura and mord life of citizens. Skepticism of the power of the market
and itsinterests to be able to provide for the fully developed well-being of citizens was a
primary theme in Mill’ swritings and the problem of inequality as destructive of a
cohesive, cooperative mord political community was aswell. As Nadia Urbinati has
ingghtfully argued:

Mill pursued amore interventionist design and gave the

politicd community the right to interfere with property rights

and income digtribution. He proposed counteracting socid

inequdity both directly, through redistribution, and indirectly,

through culturd and socid initiatives that would nurture

the habit of cooperation.*®

Mill’s arguments againgt socid inequality were therefore grounded not in a

discourse of drict egditarianiam, but in the preeminence of palitics over economics, an
emphasis on the erosion of arobust democratic public sphere. Drawing inspiration from
the idea of the Greek polis of antiquity, Mill rightly saw that inequality endangered the
possihility of afree paliticd life defined dong the lines of free human development and a
public sphere characterized by conditions of harmonious socid interaction. What Mill
saw was the emergence of economic society at the expense of politica society and the
inevitable devauation of paliticsin the interests of the market that was the consequence
of this shift. Economic divisons could not be justified by some natura right to property
snce property rights were, in the end, social rights and were therefore not natural. What
was naturd, Mill argued in the manner of the ancient Greek thinkers, was politica
society; and whereas markets were an aspect of socid progress and the satisfaction of

socid needs, they were also a sphere of activity that threatened political cohesion on

cultural grounds as well as through their effects, especidly class divisons and socid

90



91

fragmentation. In many ways, the concerns of Arnold and Mill represent the last gasp of
the spirit of the ancients and their vison of a cohesive paliticd life characterized by

socid solidarity, virtue, liberty and equdity in the face of the atomizing effects of the
capitalist market system and its deep class divisons. Thiswas dso the concern of thelr
contemporaries such as Marx, Max Weber and Emile Durkheim who saw modernity—Dby
which they al meant the divisve impact of modern economic life—fragmenting socid
bonds and eroding palitica life**

These themes run sraight into the twentieth century. R. H. Tawney will argue,
after Arnold, that the “religion of inequality” has become resurgent and that it dominates
modern views of economy and society. Dewey will argue that the concerns of the public
need to be privileged over those of the individuas or smaler ssgments of society and that
inequality is one of the greet threets to society and any kind of thriving democratic
community. The eroson of this discourse—which has been clear for the past severd
decades as the ideology of neoliberalism hasincreasingly gained ascendancy—has once
again meant areturn to ardigion of inequdity, toward ajudtification of inequaity asa
means toward socid progress and even idess of liberty and freedom aswell.

The western politicd tradition possesses a clear and sdient egditarian tradition,
one that saw the importance of economic inequalities and inequditiesin politica power,
but also which saw that excesses of economic inequdity would mean the eroson of
public life and of the preconditions for individua and socid freedom. When followed
higtoricdly, it shows a coherent path from classical thought through the modern, even
though not al of the various thinkers were of one mind on the problem. The coherence

of thistradition lies not in the prescriptions that these various thinkers articulated to
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diminish economic inequdities, but in the way that they al conceptuaized inequalities of
wealth and property as diminishing the strength of the palitica community and
democratic culture. All believed that politicd life would be threatened by the unequa
power relations that the concentration of economic power—wealth and property—
created. The discourse aso shows a growing response to the emergence and dominance
of amarket economy and it shows a consstent concern with the welfare of the public, of
society as awhole over its minority interests. Even for those thinkers—such as Aristotle,
Smith and Hege—who argue that there is a* naturd inequdity” between human beings,
do not argue for inequdities within society should persit if they lead to the dominance of
oneclass. Indeed, what is consstently argued by both radica and moderate aike isthat
markets create inequalities which ought not to be tolerated and which require the
intervention of society and/or the state. This concern for some kind of socia and
economic equity is no srict form of egditarianiam; it represents a concern for politica
society over the imperatives of markets and therefore the predominance of economic
society, a philosophical and ethica perspective which privileges the common wed over
that of particularist and vend interests.

American politica thought isacrucid off shoot of this tradition. It placed
emphass on theided of equdity amid the expanson of a developing capitaist economy.
It saw some of the most extreme divisions between economic classes for most of its
history and it remains the most unequa society of the developed world. But exactly how
American critics of economic inequdity stated their case differs from the generd views
of the some of the thinkersin the western tradition asawhole. Indeed, by confronting

the actud redlities of economic inequdity, many of the mogt prominent and ingghtful



thinkers on the subject were not prominent political philosophers, but journdists, socid
criticsand labor activigts. They saw the mechanisms of inequdity and tied their analyses
to politica principles which they saw asinherent in American politicd life and the

promises of American equdity and democracy.
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CHAPTER 111
Inequality and Early American Capitalism:
The Palitical Theories of Optimism and Radicalism

Early American politica thinkers were deeply influenced by both classicd and
Enlightenment political and economic themes. Imbued by the normative impulse for
equaity, the American political project, in its most radica formulations, was concerned
with wiping away the sediments of the feudd past that still dominated what America had
inherited from English government and society and its influence on American life.
Central was the notion that equality meant more than mere formd or political and legd
equality; what was required was, as Noah Webster remarked in 1787, “a generd and
tolerably equd distribution of landed property,” and the need to give individuas control
over their own livesin the form of economic autonomy. The need to labor for another, to
be under the control of another, was tantamount to servitude. There were no illusons
about the problem that economic inequality had presented for centuries on end. Most
important among them was the way in which inequdlity led to aristocratic indtitutions, the
digtortion of the public aims of democratic government, and the destruction of human
liberty. Astheredlity of economic inequaity became more entrenched after the
revolution, it became clear that the American republican experiment could dso be
endangered by the same forces that had plagued “Old World” European economic and
socid life

Equality therefore took on centra importance in the palitics of the early republic,
and economic inequdity was a primary concern due to its effects on both politica redity

and mora character. Broadly speaking, inequalitiesin property, income and wedth were
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seen to be the result of corrupt politica ingtitutions which would grant economic,

political and socid privilege based not on merit but on blood and status, each individud’s
ability to labor, to work and manipulate nature and acquire property meant that each
person had an equd ability to obtain property and sdf-sufficiency. Thislibera economic
ethic would inform ideas about American economic and politicd life, but it was not a
mere gpologiafor private property and accumulation. Rather, the liberd economic ethic
was precisdly that: an ethica conceptuaization of the economy which assumed that as
soon as corrupt politica ingitutions were removed, the result would be an equalization of
property due to the roughly equa efforts of everyone acquiring property according to
their labor. The dud concern with the imination of aristocratic forms of life and the
kind of power relationships that characterized them was accompanied by the labor theory
of value and property.

Both of these impulses—the firgt, an economic ethic that preached anatura
move toward equaity and the second, a political project that would remake socid and
political inditutions for the purpose of dimingting hierarchica forms of domination—are
crucia for understanding the trgjectory of how the idea of economic inequdity was
percaived by early American thinkers! The first doctrine—derived from Lockean
roots—was radicd in apolitica context where socid inequality was fused to politica
inequdities and Satus didinctions. But the two found affinity with one another.
Jeffersonian republicans argued that an agrarian economy would produce the ided
gynthess of English liberdism and dassicd civic republicaniam: the individud farmer
who earned what he produced and participated in public life not out of self-interest, but

out of acivic republican impulse.
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But the redlity of economic inequdity in the pre-Revolutionary years was stark.
In urban areas such as New Y ork, Boston and Philade phia, inequality was more
prevaent than in rurd areas. Predominantly an agricultural economy, inequdities of the
more modern variety were seen as the result of the emergence of a society based on
commerce and modern forms of manufacture. In time, thiswould lead to atenson with
the liberal economic ethos and its labor theory of value and property. But during the
earliest years of the founding of nation the problem of economic inequdity was seen asa
propendty of acommercid republic; a problem which would only worsen as commercid
indtitutions deepened ther influence. Some thinkers, notably Alexander Hamilton, would
come to embrace inequality not only as a necessity, but as a public good. Otherswere
concerned about the fate of the republic once wedlth began to concentrate knowing the
economic course that Europe had taken, and they were aware that asimilar fate could
plague Americaaswel. The return to aristocracy was a paramount concern and
economic inequaity was known to be itsroot. The concern with economic divisons was
therefore an inherently political concern.

It istrue that, from atrans- Atlantic point of view, Americawas seen as egditarian
and unmarked by the socid divisons of familiar to Europeans. Tocqueville€ s comment
that “in a democratic society like that of the United States.. . . fortunes are scanty,” was
not so much empirical redity asit was areative truth contrasting Europe and America.
Indeed, Tocqueville himsdf dso saw the problem that an aristocracy of manufacturers
would pose for the future of American democracy, the red question was whether or not
the ethos of egditarianism would be gble to sustain itself. But more important for

Tocqueville for the moment was the fact that there existed an “equdity of conditions’
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which “gives some resources to dl the members of the community” and “aso prevents
any of them from having resources of great extent.”? The“egditarian thesis’ about early
Americaargued for thiskind of equality of condition—it was seen that Americal's scant
population and vast endowments of land would be able to overcome the abysmd fate of
Europe whose land had been gobbled up by an aristocratic dite while masses of the poor
were landless.

It was seen that the republican nature of American democracy was one premised
on the ability to regulate the inequalities that a market-based economy would creste.
There was no way to prevent inequdities from emerging, but there were ways of
preventing excess. Here many thinkers differed, some pessmigtic, some the opposite;
but al knew that once economic divisions became apparent and once they were alowed
to deepen, the probability for tyranny, or the subordination of the many by the power of
the few, would become more likdly and the very fate of republican government would be
at stake. Thinkerslike John Adams, Thomas Jefferson, James Madison and others
therefore advocated the need for the government to regulate economic inequdlity through
taxation and the elimination of debts as well as the regulation through law of property
digtribution and inheritance. They saw that economic inequdity was athreat to any kind
of government based on popular sovereignty, and they saw—ijust as the thinkers had
throughout the western political tradition on the topic had aso seen—that it could only
lead to adisintegration of political freedom and the fragmentation of the public sphere.

Optimism aso existed about the economic system that would begin to emergein
the early decades of the nineteenth century. Thiswas countered by radical critics of

inequality who saw that the emergence of modern forms of industry and finance were



leading toward a ratified economic hierarchy which corrupted the labor theory of vaue
and property and was destroying the idedl of economic autonomy and the fundamental
notion of equdity upon which American society was premised. They did not critique
private property, but rather what they saw to be the new aristocracy: a new class that
lived parasiticaly off of those who labored. For the radicals that dominated the
Jacksonian period, the American egditarian tradition would find its first coherent group
of thinkers who would articulate an indigenous argument againgt inequality and its

pernicious effects.

Liberalism, Republicanism and the
Emergence of the American Economic Ethic

The palitica ideas that pulsed through the minds of early American palitica
thinkers and critics are radically different than those of today. The notion that the
American paliticd tradition isin some way uniform, monalithic and defined by a
historical “exceptiondism” smply misses the larger political context.> The radical
concerns of the anti-aristocratic impulse which hasits roots in the English commonwedth
tradition and was trandated into American political consciousness was what informed the
critique of inequadity. But the palitica concerns that attached to this theme need to be
highlighted. Asapolitical doctrine, Lockean liberaism—with its emphasis on the labor
theory of value and the importance of a society based on contract rather than that of
gatus—was fundamenta to the American politica project since it eiminated encrusted
forms of socid and palitica inequdity by emphasizing the universd character of
individua labor asthe only true source of wedlth and property. Much ink has been

spilled on theissue of liberalism and republicanism in the making of the politica
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ideology of early America, but the debate between the primacy of ether liberdism or
republicanism in early American political thought smply missesthe larger politicd
cortext.* Themes from both tradiitions were sdlient, and it is more correct to characterize
early American politica thought as afusion of the two traditions rather than emphasizing
the predominance of one over the other.”

By seeing American palitica thought of this period as afusion of liberdism and
civic republicaniam we are left with amore complex task of differentiating these two
srands of politica philosophy. When gpplied to the problem of inequdity, the concern
was that equality would predominate as long as the labor theory of vaue and property
was alowed to operate unhindered. 1deas about the economy and economic life were
therefore built on a the foundations of amora economy of individua labor, and thiswas
something digtinctly Lockean. Lockean liberdism dso judtified the acquisition of
property, but this too was seen in the light of a broader moral and political context based
on the modern understanding of equdity: the only true source of weelth and property was
labor—this would serve as the basis for egditarian dogans during the Jacksonian era—
and labor was a universal human possesson. The emphads on individudism and
property has been used as a stick to beet the political and egditarian implications of
L ockean-ingpired idess and the kind of liberalism that it established.® Lockean Naturdl
Law has been seen by these critics as little more than a superstructura cover for an
emerging bourgeois class or as aan argument for atheistic hedonism. This does not
capture how eighteenth-century Americans interpreted Lockean natura law doctrine
however; they saw its egditarian implications in the face of oppressive and feuda

indtitutions and highlighted its “natura” mode of distributing property and wedth equdly
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and with fairness. They dso saw that any digtinction made between equality in economic
and politica goheres was essentidly meaningless. True, equdity in terms of property and
wedth would not be absolute, but it would be rough enough so that politica power would
not aggregate into the hands of the few and dominate the many. Americatherefore
provided a thoroughly new context within which anew form of political and economic
life could flourish; and the liberd economic ethic was a centra part of it.

The concern with republicanism needs therefore to be seen in the light of the
impulse to wed thisliberd ethic with the secular inditutional concern for public ends that
early American thinkers possessed.  Although some writers have argued that dlusionsto
republicanism were not substantive but rather metaphorica in nature sSmply missthe
larger concern that these thinkers had for the problem of socia and political power.” The
concern with a secular palitica regime which would baance the unequa powers that
were inherent in society in order to provide for a broader sense of public wefareis
something that was derived from the commonwedth tradition in England which itsdlf
was, in fact, heavily influenced by the ideas of Greek and Roman palitica thought, but
which incorporated many of the assumptions and ideas of Lockean liberdism aswell.2
But it is certainly true that they were not seeking to replicate the Greek polis; the central
concern was diminating the hierarchica power relationships that were rooted in the
ingtitutions of Europe and to create a society of equals. A politica state based on
contract and secular ingtitutions; an economy grounded in individua |abor and effort;
individua politica conscience rooted in civic mindedness, and a public spirit and public
indtitutions characterized by equdity and the abosence of domination and inequaities of

socid and political power were the broad political goals that pulsed throughout the



political and socid thought of thetime. It is therefore not a distinction between
liberalism and republicanism for which we should look, but the affinities and the fusion
between the two which are actually so important.

Thisiscrucid for understanding the approach to economic inequdity, not only
during the first few decades after the founding of the republic, but for the decades that
preceded the Civil War aswell. The anti-aristocratic impulse and the concern for
economic autonomy, for example, were key features of this new palitica theory that was
coming to fruition both of which emphasized the need for equdity and freedom. These
two concepts were essentidly seen as interdependent: freedom could only emerge within
asociety of red equals Snce the absence of equdity was assumed to indicate the
exigence of unequd rdations of power. And thisis something particularly important for
undergtanding the way that many of the critics of inequaity viewed the rdationship
between economics and palitics. Only once we are able to see the palitica impulse
behind this blended politica theory of liberalism and civic republicanism can we begin to
understand the intellectua framework for the different conceptions of inequality that
American palitica thought would harbor. Thiswas an ideology that was supported by
the economic context of itstime, by smal scale economic production, agrarianism and
guilds of skilled craftsmen. Economic life was smdl scale, confined to locd Stesand
dill largely provincid. This meant that the Lockean libera economic ethic was easly
compatible with early American economic life and inditutions. Only when capitaism
deepened its development and the scale of the market was moving toward the nationa

level and small scale production and agriculture were being swamped by industrid
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behemoths would this situation change and the meaning of the liberd economic ethic
change withiit.

But for the elghteenth-century Americans, economic inequaity had to be seenin
the light of the disastrous implications it would have on the dua ideds of the economic
autonomy of the individua and the project of wiping out forms of servitude and
domination—irrespective of ether their Lockean libera or republican roots. These
idedls were viewed as essentialy asingle economic and political project. What early
American palitica thinkers saw as distinctive about American society was the result of a
synthesis of economics and politics—Iliberty was grounded in certain politica principles
and required certain economic conditions. Indeed, the ethos of paliticd liberty in
America dways had amaterid base. Grounded squardly in the tradition of Natural Law
and the way it was used in the English liberd tradition (i.e., in Hobbes and Locke), the
idea of individud liberty was deeply affected by the historical relationship to European
feuddism.® The emphasis on theidea of private ownership of property would protect
from the arbitrary exercise of power unleashed by the aristocracy. Property was a means
for sdf-aufficiency and autonomy; it highlighted the god of most early Americansin
thought and in practice which was to attain a*“modest economic independence based on
honest individual labor over the extremes of capitaist wedlth or desperate pauperism.”*°
The American economic ethic as it developed in the eighteenth- century was therefore
concerned primarily with independence from non-contractua labor and with the moral-
political end of smal property ownership and it forged amore abstract ethic over time
which would regulate the way thet ingtitutions that created inequality would be judged:

that one ought to keep what one produces. As the economic context changed well over



150 years later, this ethic would take on very different meaningsindeed. Rather than
serving asaradicd cal againgt quas-feuda ingtitutions and for equdlity, it would be
turned on its head to justify some of the greatest disparities of wedlth and power in the
nation’s history.

But Hill, suspicion of the mora dimensions of the market was a key éttribute of
much of early American palitica thought. Thomas Jefferson’s comment that “ vendity
suffocates the germ of virtue, and preparesfit tools for the desgns of ambition,” was an
example of the anti- market sentiment among some American politica thinkers. And
dthough dl did not share the same skepticism of the market, they mostly agreed that
political life ought not be subservient to economic life; markets may be mechanisms for
the free exchange of individuals, but they were aso based on narrow sdlf-interest as
opposed to politica life and its emphass on the preservation of commonwedth. The
complexities of acommercia society were crucid to many of the early American
politica thinkers, and the key was to preserve what they saw was a sense of socia
cohesion in the face of accumulation, individuadism and hedonism. For these early
thinkers vendity, luxury, the fruits of the commercia centersin Europe were for
centuries the root of palitica corruption and of political and socid inequdity. Rapid
market expangon therefore would be subversive to the mord virtue of the citizenry;
republican ideas of democracy could only survive in a place where a balance between
palitics and the economy could be maintained.** Once the economy was alowed to dip
from itsmord moorings, the result, many thought, would be nothing less than the erosion

of the American palitical project itself.
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But it isimportant to emphasize higtorica and economic context. For the
Americans of the eighteenth-century, the indtitution of the market and the emerging
market economy as awhole was widdly seen as being characterized by the absence of
privilege and hierarchy. Thus, the origina ideology of laissez faire should be seen inits
proper higtorica, sociological and philosophical context: as the reliance on individud
initiative as opposed to authoritarian direction and on the production of wesdlth for the
larger prosperity of society and not for the maintenance of status and the hierarchical
relations of the “old world.”*? It was a conception of the market that was yet to be
touched by the complexities of large-scae capitdism. And it isfor this reason that the
history of the political idea of economic inequaity requires usto pay attention to the
materid or economic context of thetime. It is not that the material context causes a
reflex change in the ideas about inequality and equality, it isthat certain assumptions that
are made in one period no longer hold in the next—new ways of thinking about the
rel ationship between palitical ideas and economic inditutions and redlities are therefore
constantly required.

Much of the standard literature on economic and paliticd life in pre-
Revolutionary America emphasizes palitical radicalism slemming from political agitation
against monarchy and pre-libera socid relationships®® Bt it is aso important to
highlight the role that economic inequaity—most prevadent in the mgor commercid
cities—had on the idea of equality that was embraced by revolutionary thinkers and their
ideas. Economic inequality rose rapidly before the onset of the American revolution, and
itislittle surprise to see why: American urban areas were the cradle of an emerging

market society which was swelling class inequdity and antagonism. Indeed, if it isthe



case that many merchants and prospering families in Boston, Philadelphiaand New Y ork
saw the market as an ingtitution possessing the historical resonance of politica freedom,
the redlity on the ground for everyday citizens was somewhat different and it led to
increased politicd agjtation.™

The empirical redities of economic inequdity were evident well before the
revolution. From about 1720 through 1780, economic development in urban centers—
spurred on by the evolution of merchant classes and clustered urban markets—marked
the beginning of serious digparitiesin wedlth and income. Those & the lower ranks were
propertyless while wealthy merchants were beginning to accumulate larger shares of
property and wealth.*> But a the macroeconomic leve, it isimportant to note that the
levels of economic inequdity were generdly low in the colonid period and that serious
wedlth and income inequdities did not begin to occur until the decades preceding the
Civil War.2® Indeed, urban inequdities were not so significant since the economy was
not based in urban areas, but in rura areas and small towns. What early American
political thinkers and politica economists saw was that inequaity was on the horizon;
that as commercia society became more complex, the distribution of property would
become more and more unequd. 1n addition, as market relationships grew more
sophidticated, there were dso movements against market pricing especidly of foodstuffs
culminating in over thirty food riots between 1776 and 1779.1" Coming to terms with this
economic redity would be one of the core problems that a democratic republic would
need to face and the socid theories of early American palitica thinkers would take the

iSSue up in earnest.
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In addition to the evidence from quantitative historica studies, the effects of
economic inequdities and their severity are made clear in many of the newspapers and
politicl pamphlets of the day.*® In 1750, a Boston pamphleteer using the pseudonym
Vincent Centind published Massachusetts in Agony; or, Important Hints to the
Inhabitants of the Province: Calling Aloud for Justice to be done to the Oppressed where
he made his disgust known for the emerging merchant class that was enlarging its share
of wedlth as aresult of the rgpid marketization of the city when he wrote that “ poverty
and discontent appear in every Face (except the Countenances of the Rich).” The New
York Gazette asked whether it was equitable “that 99, rather 999, should suffer for the
Extravagance or Grandeur of one? Especialy when it is considered that Men frequently
owe their Wedlth to the impoverishment of their neighbors”*® The writer continues by
saying “it isto the meaner Class of Mankind, the industrious Poor, that so many of us are
indebted for those goodly Dwellings we inhabit, for that comfortable substance we enjoy,
while others are languishing under the disagreesble Sensations of Penury and Want.”#°
Such diatribes were in no short abundance in the middle to late eighteenth-century and
they are a testament to the prominence that economic inequdity had in the minds of pre-
Revolutionary American colonists and it was certainly a concern thet did not dwindle
after the revolution had been completed.

The formation of aradica consciousness that militated againgt economic
inequality and the redlities that the maturing commercia centers were producing was
therefore clearly not only politica in nature. Economic conditions in urban aress,
however, did not characterize the American economy asawhole. Thereliance on

economic liberdism—even within the confines of broader, republican themes and



attitudes—was what was mogt digtinctive when it came to seeing what was most
important in American politica economy. Since Lockean liberalism and much of the
dominant English and Scottish palitica economy and socid theory of the elghteenth
century was based on the idea of the labor theory of value and its ability to ground
political liberty, the economic ethic of Americanswas largdly liberd in nature. Jefferson,
Madison and Hamilton, may have beieved in the inevitable truth of alaissez faire
approach to the economy. For various reasons, the people who lived through such

inditutiona changes rightfully did not share in this optimism.

Theorizing Equality in the Early Republic

The American economy in the years after the Revolution was seen by most
observers of the time as resulting in astrong egditarianism of economic and socid
condition. Before the revolution and the founding of the republic, there had been a
tradition of hierarchy and privilege which had militated against any form of equality.**
The discourse of “leveling” in the seventeenth and early elghteenth- centuries was
branded as utopian and was seen as fanatical. Equdity in economic terms, in terms of
property, was aclear threat to a socia order based on rank and privilege. Conservatives
could dways dress that leveling meant the fragmentation of socid life, the dimination of
the mora and structura center that gave security and peace to the smal communities of
the New England colonies? The specter of leveling would continue to have deep
resonance in American politics through to the present. But the irony was that the
consarvatives of the time werein fact not fearful of regulation or the control of markets

and private property. They were fearful of market society and of liberdism itsdf snce
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they would lead to the erosion of encrusted forms of power and dite satus. With the
emergence of the market, older forms of economic privilege would be broken and the
hierarchies of old would be threatened. Buit this older argument of leveling would ill
plague those who argued for any form of economic equality. In spite of this, early
American palitical thinkers after the Revolution were more redistic, and they were
certain of a least one thing, among their many disagreements: that economic inequdity
would be a decisive threat to the democratic republican experiment which they were
seeking to inaugurate.

The predominant view of palitica economy of the time saw akind of natura
liberty and naturdl equality arisng from an economy that did away with the older forms
of mercantilist policies and their monopolistic consequences. What Smith termed
“naturd liberty” was to be unleashed by the opening up of economic freedom and private
property. From thisthere would arise economic equaity since the dimination of older
forms of land holding and the even playing field that markets created would alow
economic equality to overcome the stubborn inequalities of the past which were rooted in
feudd socid arrangements of land and orders. James Steuart’ s idea of a participatory
economy argued that when al individuas and classes participated in the nationd
economy it would dlow for asocid harmony unknown in a past marked by privilege and
hierarchy.?

In purely politica terms, early American thinkers were split between the kind of
“naturdigtic” discourse of the Scottish political economists and the politica redlities that
they actualy faced. Essentia was the question of political power and stability: how

could acommercia society and the inequdlities that followed from it be prevented from
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destroying the democratic republican experiment? Thinkers like John Adams and James
Madison saw this as the primary issue, and they sought to remedy this problem by means
of palitica architecture. The key wasto arrange inditutions so thet this inequity of

power could be minimized. Although they were convinced of the egditarian nature of
Americans as opposed to those in Europe, they wanted economic progress and
development. Knowing thiswould lead to class antagonisms, they wanted to avert
politica criss before it actudly began.

Madison’s dam that “[d]iffering interests necessarily exist in different classes of
citizens'®* and that “the most common and durable source of factions has been the
various and unequal distribution of property”2°® was the admission not only that classes
exig, but that their diverse economic interests would lead to a splintering of the politica
community. What was at issue for Madison was the conflict between factiond interest
and what he vagudly terms the “public good.” The key of Madison’s argument was to
prevent the emergence of asocia order that was in any way based upon the privilege or
the interests of asingle class. What Madison feared is what many of the early political
thinkers in post- Revolutionary American aso feared: the dissolution of democratic
government and the reemergence of a socia order based on economic power. Thiskind
of economic power was only possible once economic interest was entwined with politica
inditutions. Political modernity was to be marked not by utopian illusons of leveling or
absolute equdlity, but defined by the absence of extreme inequdities of power—the
absence of which could only be achieved by a government legdly grounded in popular
sovereignty with the appropriate checks on excesses of power. The source of this power

in the emerging United States was that of economic divisons. Madison rightly saw the
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source of the problematic, that of inequalities of property and differing economic
interests. But his mistake was to think thet these could be resolved within an impartia
framework guided by the indtitutiond congtraints that the Congtitutiona framework set
out, one that would not givein to the interests of faction but rather to the principles of the
public good.

John Adams was less optimitic about the prospects of economic equality in
America. His centrd premise was, like the other writers of the Federalist, to protect
republican government from the socid divisions that were sure to arise within the context
of adeveloping economy. Without illusions, Adams gpproached the problem of
inequality in sraight political terms. It was clear that inequdity would be a consstent
dilemma facing acommercid society; the key was to embed the very structure of
government with protections againg these divisons. It was not an affection for the poor
and the propertylessthat drove Adams argument—he was fearful of the ideology of
leveling and denounced those that followed Shay’ s Rebellion as “lawless, tyrannica
rabble’—it was the protection of society itsef from the socid and political convulsons
that inequality would surely create that concerned him. Hisfear of the impact of
economic inequality on society is expressed in his A Defense of Constitutions of
Government of the United States:

Property is surdy aright of mankind asredly asliberty. Perhaps,
a firgt, prgudice, habit, shame or fear, principle or rdigion,
would restrain the poor from attacking therich, and theidle from
usurping on the industrious; but the time would not be long before
courage and enterprise would come, and pretexts be invented

by degrees, to countenance the mgority in dividing al of the
property among them, or a leadt, in sharing it equaly with its
present possessors. Debts would be abolished firdt; taxeslaid

heavy on therich, and not at dl on the others, and a last a
downright division of every thing be demanded, and voted.?®



The fear of the poor was matched by the fear of an emerging aristocracy. Adams
recognized that an economic aristocracy could emerge from even the humble classes that
made up the smdl-scale economy in America dominated by merchants and small
manufacturers. He saw inequality asincreasing in the United States aslong as atoo rapid
course was followed toward modern industry and the production of nationa wedlth, the
result would be socid divisions, palitica strife and, most importantly for Adams, the
corruption of republican virtue” The poor sought economic relief through redistribution
which was therefore opposed to the interests of the propertied and the wealthy whereas
the wedthy, through their desire to consolidate their positions of privilege, would push
toward aristocracy. This had an Aristotelian ring to it, and for good reason. The concern
with gtability—or what Arigtotle knew as the “ secure congtitution”—was premised on the
ideathat grest digparities between rich and poor did not exist. There could be no
judtification for inequality ance it would, by historicd necessity, cleave society into
parts, and fragment the public.

In e@ther case, republican virtue could not be maintained and lacking the mora
and politica cohesion that virtue provided, the only pragmatic course was to strengthen
politicd ingtitutions. Politica authority invested in firm ingtitutions—athough legdly
grounded—would be the only way to counteract the effects of economic divison and its
fruits. namey, the erosion of public virtue which led toward opposing sdf-interests
which, when left unchecked, led to socid dtrife and political bregkdown. Unlike Madison
who saw the problem created by unequal distributions of property as being solved by the
means of eectora politics, Adams saw that there would be two great opposing interests:

the wedlthy and the propertyless and this was a divison that would only grow over time
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as economic development intensified. And Adams was keen on measuring this
digtribution of wedlth, making the effort to look a statistics and estimate income and
wedlth digtribution. His political ideas rested not on abstraction, but on the actua
empiricd trends he was perceiving. Things did not bode well for the future.

Adams political philosophy was smple enough. Since dl men by their nature
seek power, economic inequality needed to be kept in check, for it would result in
political tyranny or domination by one classin one formor another. The bicamerd
system could therefore provide a check on these opposing interests and defend the
republic. But the red problem, at its base, was clear: economic inequality and the
divisonsit produced were permanent features of acommercia society, and the idea of
reclaming the mord idedl of a paliticad community founded on republican virtue was
nothing more than illusory. 1dedly, property should be widespread to prevent the
emergence of an aristocracy, but the complexity of the market system presented thinkers
like Adams and those that agreed broadly with the same idea with the difficult redity of
controlling the effects of inequality rather than eiminating the problem itsdf or the
mechanisms which caused inequdity itsdlf.

The fear of areturn to aristocracy in the thought of the early republic was
widespread and it was commonly seen that it would be the result of the increasein
economic inequaity. Inequdity arisng from economic divisons were a threet to the
democratic experiment and the fear was that it would produce the very thing that the
American republic was defined againg: tyranny, demagoguery and aristocracy. Adams
was hardly aone on thisfront. The Pennsylvanian George Logan, writing in 1792,

commented on the corporate charter that was given to Alexander Hamilton's Society for
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Useful Manufactures, by asking “will it not, by fostering an inequdity of fortune, provide
the destruction of the equaity of rights, and tend strongly to aristocracy?'?® James Lyon,
the editor of the National Magazine, wrotein 1799 that “[a]ny person who pays attention
to the subject, will discover that the aristocratic faction, which is growing into influence
in the United States, is built by various classes of citizens, as oppositein their interests, as
their designs are to honesty, or light to darkness.”?°

The divisions of society that had marked Europe for centuries was now something
that was entering the American economic landscape and it wasin the discourse of
republicaniam that some thinkers took shelter. Jefferson’s views on economic inequaity
and its palitical impact are digtinctive in the way that they synthesizes republican and
liberal themes and how these palitica ideas affected hisideas about economic equaity
and the problems of economic inequdity. Indeed, athough Jefferson’s conception of
politics was deeply influenced by classcd Greek conceptions of palitical life and human
nature, but it was aso deeply influenced by the L ockean conception of labor. He saw
that the new American republic would be an opportunity to redize that humanism that
was fostered by Greek philosophica thought as well as Christian ethics®° In Jefferson’s
politica philosophy, economics was therefore subordinate to the sphere of politics. Even
more, he saw that economics was a private affar of the household fostering self-
aufficiency and precluding dependence and unfreedom. It was an ingght inherited from
his reading of Aristotle whose conception of economics was that economic activity was a
private affair: one manages one's household for the end of sdf-sufficiency, the word
oikos—the etymologica root for the word economy—meaning household. Thiswasa

direct response to Plato’ s idea of economics as being ainherently public in naturein his
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Republic where property was communigtic. But it aso highlighted Arigtotl€ sinterest in
the category of economic saf-aufficiency (autarkes) which thinkers like Jefferson saw as
central to the function of afree society Snce it stood in direct opposition to any form of
dependence or servitude.

The core of many of Jefferson’s economic ideas was derived from Aristotle. He
saw the economy as a private affair, but dso associationa and he saw that only through
individua labor could true equdity ever exist. Inequality was the product of privilege
and the amassing of fortune from the labor of others was a corruption of what he would
have seen as anaturd economic ate. Although Jefferson’s economic and politica ideas
are rightly seen as cresting what Richard Hofstadter has called America s “agrarian
myth,” hiswider ideas on palitics and economics require—especidly when talking about
economic inequality in American palitical thought—a more nuanced look.*! Indeed,
Jefferson’ s thought is notorioudy anti-systematic and isolating broadly consistent themes
and pogitionsisadifficult task. Jefferson’s republicaniam, however, isin tenson with
his economic liberdism and it is this which makes him an important contributor to the
way that the discourse on economic inequdity is shaped in American politica thought
and higtory. Jefferson’s essentid view of economic inequdity isthet it is afundamenta
obstacle to democracy and human development and happiness. Thisis aconsstent theme
throughout his varied writings, but the way that government isto handle this problem isa
veay different manner. In his Notes on the State of Virginia heisinfluenced more by the
liberal separation between state and society as well as economy and government. When
consdering the plight of the poor, it is through charity aone that they are to be helped;

the gtate ought to play no role in dleviating such socid ills. “So it is of the maintenance
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of the poor, which being merely a matter of charity, cannot be deemed expended in the
administration of government.”*? Sinceit is“the manners and spirit of apeople which
preserve arepublic in vigour,”*® and this spirit is to be one that is—in Jefferson’s agrarian
republic—devoted to working one's own soil, government aid to the poor will create a
dependency which, in its own right, becomes aform of servitude (* dependence begets
subservience’).3*
Jefferson writes the Notes in 1781 and hisideas on the problem of economic
inequdity were a thistime naive a best. By following the intelectua logic of Lockean
liberdism, his arguments againg the state' s dleviating the plight of the poor was
essentialy gpolitical—it remained an abdtraction. It isnot until Jefferson’svist to
France and his long sojourn there that he sees the redl effects of economic inequity and its
concrete political and mord implications. His experience in France shows him the threat
that inequities in wedth and property can have on the population as awhole and its
palitica climate, and he begins to modify hisviews on the role of the date in responding
to inequdity. In aletter to James Madison in 1785 he writes:
| am conscious that an equa division of property isimpracticable.
But the consequences of this enormous inequality producing
S0 much misery to the bulk of mankind, legidators cannot invent
too many devices for subdividing property, only taking care to
let their subdivisons go hand in hand with the naturd affections
of the human mind. The descent of property of every kind
therefore of dl the children, or to dl the brothers and ssters,
or other relationsin equal degreeisa politic measure, and a
practicable one. Another means of slently lessening the
inequdlity of property isto exempt al from taxation below a
certain point, and to tax the higher portions of property
in geometrical proportion as they rise®

But Jefferson till believed in aminima state which would leave men, as he saysin his

First Inaugural Address, “ otherwise free to regulate their own pursuits of industry and
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improvement, and shall not take from the mouth of labor the bread that it has earned.”3®
Thisisnot acontradiction. Jefferson’s ideas were in tune with the basic premises of
economic thought of the age: namely that of the liberal economic ethic which saw that an
economic system based on liberty was one grounded in individud labor. The digtribution
of wealth and property would therefore be naturally distributed; the fruits of |abor would
be based on effort and work, not on privilege.

But Jefferson does argue in his letter to Madison that there is aneed for the State
to mollify economic inequality and this apparent contradiction isintimately tied to
Jefferson’ s understanding of political society asawhole. Although based primarily on
the notion of palitica liberty, Jefferson’ sidea of freedom was not a narrow liberdism
that was founded on the establishment of private property. It was aso one that was
thoroughly shaped by the classical republican ided of politica virtue—the idea that self-
interest needed to be subordinate to the public good or the interests of political society of
which the individua was inextricably apart. Thisvirtue could only arise from the
cohesion of society as awhole and not from onethét is, in effect, divided againgt itself.
Even more, property for Jefferson was not smply defined by possession, but by its mora
overtones. Indeed, Jefferson’sviewsin hisletter to Madison reflect not only his evolving
conception of the role of the sate in mitigating economic inequdity, but his complex
views of property and the mora status that he attached to it.

Jefferson makes a tripartite distinction when it comes to the subject of property.®’
Property is defined by the activity with which it is performed and each kind of property
has a different mora implication for individual and society. Feudal property is defined

by subservience and domination. It isbased on arefusd of Natural Rights and leads to
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despotism and tyranny aswell asthe mora depletion of its subjects. Commercial
property—because of its ability to dlow its owner(s) to accumulate wedth—also creates
hierarchies and digtinctions. It isonly agrarian property relations that alow for true
independence and the breaking down of socid hierarchies. Only through agrarian
property relations can individuas cultivate the virtues needed for sdf-governance and
therefore the proper preparation for the pursuit of the common good. Property for
Jefferson is not aLockean naturd right; it is not something naturd to humans within

some kind of pre-palitical state of nature. Rather, Jefferson sees property as decisvely
factitious. it isasocial creation and therefore one that can be warped to serve the needs of
the few rather than the many.

Combating feuda property arrangements was Jefferson’ s first attempt a deding
with inequdity paliticly in order to diminateit. Thiswas not something thet was
controversa among most socid thinkersin America a the time since there was agenerd
consensus among influentia politica thinkers and politica economists—both in the
States and abroad—that older forms of property and socia order were the main causes of
inequality, paliticaly as well as economicaly. Thiswas the gpped, after dl, of the ethos
of liberal economic individuaism: the ability to keep what you worked for, to hold as
property that for which you have labored, but it was never meant as a substitute ethic, for
Jeffersonians at least, for politics. The public good was il at the core of republican
politics; economic inequdities—whatever their causes—were seen as athrest to the kind
of agrarian utopia that Jeffersonian republicans sought to erect.

But even as early political thinkers like Adams and Jefferson, among many others,

saw economic inequality as athresat to republican virtue and therefore to the condtitution



of political and socid freedom, there was aso another view of inequality which saw it as
necessary and even asjudifiable. Any andyssof political ideas and traditions needs to
take into account this didectical dynamic of opposites. Resonating with what Rogers
Smith hasreferred to as the “ multiple traditions thes's,” we need to be aware of the ideas
that supported economic inequdity.® In early American palitical thought, this defense
derived from certain conceptions of human nature and the importance of inequdity asa
concept to understanding socid organization. In this sense, inequality was often seen as
not only necessary, but beneficid and attempts to diminate it were not only utopian but
contrary to public welfare. Thinkers that defended economic inequadity did so for a
variety of reasons, but what unites them intellectudly is their emphasis on inequdity as
necessary and, in asense, the natural outcome of either human nature, the nature of free
economic activity, or both.

Alexander Hamilton is the most forceful and articulate thinker on the subject of
inequaity and the idea of an aristocracy of wedth. Hamilton' s ideas resonate with much
contemporary thought when it comes to the relationship between wedlth, industry,
government and nationd prosperity. Simply stated, he believed that economic inequality
would not smply be a consegquence of economic growth, it would be an enduring socid
redlity that was grounded in what Hamilton saw to be the nature of class society. The
masses of people could not be trusted to make decisions with respect to the political and
economic fate of the nation. They were driven by immediate interests, not long term
gods, they were largely ignorant, the wedlthy tended to be intdligent. Thisdid not mean

that inequaity was to be of the extent that it wasin the Medieva period. Instead of mass
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poverty and want, the bulk of the population was to maintain itsef by the employment
given to them by the ideas, money, invesment and effort of the wedlthy dlite.

This made sense since it was rooted in a conception of economic progress that
drove Hamilton's modd. He saw the encouragement of acommercia- and
manufacturing-based society as the only model for economic progress and the
development of nationa wedlth and prosperity. Unlike Madison, Adams and certainly
Jefferson, he opposed the expansion and support for the agrarian sector and saw the only
path to national economic progress through the development of modern industry. But at
the same time, he saw that the stratification that was created between the wedthy and the
mass of workers was to be a permanent feature of a developed economy. Class conflict
would intengfy as economic growth continued, but aslong as a strong centra
government was in place, there would be little fear of political conflict. At the same
time, inequdity would pergst in Hamilton's modd since the mercantile and indudtrial
classes would require dl the financid help possible from the centra government. To
manage the swelling nationd debt that would emerge from such a palicy, tax burdens
were to be thrown onto workers, especidly planters whom he saw as representing the
economic past rather than the future. Taxation on the wedthy was to be essentidly non-
exigent: taxing capital and profits went againgt the basic idea of liberty and, more
pragmaticaly, it would hinder investment and tdl the course of national economic
growth.

Hamilton's views on inequdlity are important because they offer the firgt glimpse
into a depoaliticized conception of economic activity, growth and policy. In this sense,

especiadly, he could not be more different from Jefferson (and even Adams) in that the
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function of economics was not subordinated to palitics. In place of alabor theory of
property linked to notions of liberty and anti- aristocratic privilege, Hamilton saw that
economic inequdity need not be associated with the old world' s palitica inditutions.
What was to be new in the American experiment was the lack of state intervention in the
economy outsde of the subsidies for industry and what we would now cal capitd. It
was new because human progress was to be tied to the growth of nationa economic
prosperity, a prosperity that itsalf was driven by a class of men that were wedlthy and
intelligent. But the enduring aspect of his argument was in the depoliticization of
cgpitalism and his unabashed inegditarianism, something that would only seeitslikein
writers such as William Graham Sumner 70 years later and, of coursg, in the late
twentieth- and early twenty firgt-centuriesin America

But despite the argument that embraced economic inequdity, it is undeniable that
for many thinkersin the early American republic, the problem of economic inequdity
posed athrest to the idea of amoraly cohesive and politicaly ordered republic and
threstened the kind of free republic that they envisoned. Like the Greeks well over two
thousand years earlier, they caled into question the Smultaneous existence of economic
inequdity and democracy. Economic divisons were the source of political divisons and,
ultimately, the seed from which the tyranny and the end of republican government would
grow. Thiswas seen as one of the most important problems facing the socid, economic
and palitical maturation of the nation. The solution was not to be found in economic
policy, but rather in political architecture. Inequaity would have to be tolerated, but it

could not be dlowed to digtort politica arrangements, to alow certain factions to co-opt



power, or to destroy the balance of interests that economic divisions crested and which
politica arrangements would theoreticaly contain.

The generd view was that rising economic growth would rdieve the strains of
inequality, but some were not so optimigtic. By the first decade of the nineteenth-
century, it was becoming increasingly evident that the redlity of economic inequdlity in
Americawas actudly threatening America s republican experiment. The politica
economist John Taylor wrote in 1814 commenting on the emergence of new monopolies
and their legd protection by the state that “[t]he idle, who seek for wedth by chartering

laws, are wiser than their equalizing brethren [laborers]. Law has never been able to

produce an equdlity of property, whereindustry exists, but it can produce its monopoly. .

.. [L]awsfor this end are as uncongtitutiona as those for re-establishing king, lords, and
commons. Lega wedlth and hereditary power are twin principles”® A new generation
of thinkers would emerge in the decades leading up to the Civil War. For some,
economic divisons could be smoothed out; the interests of opposing classes harmonized.
Classes—defined as different kinds of producers, agrarian or otherwise—would become
more harmoniousin an economic and politica context defined by liberty and
individuaism, and the problem of economic inequaity might be able to work itself out
onitsown. For others, the rising inequaity was Sgnaing a new economic order that was
hardly benign and had to be transformed by organized action. Economic inequaity
became one of the most important issuesin American political and socid life, and from
the early nineteenth-century through to the present, it would be the one truly consstent

St of divisonsin American society.
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The Discour ses of Harmonization and Radicalism

For the thinkers of the early republic, economic inequdity was an immediate
redity, but its consequences remained little more than an abstraction. For the next
generation and beyond, the redlity would be considerably more concrete. Since the idea
of anaturd digtribution of wealth based on individua effort and talent and regulated by
the uncoerced nature of the market was the predominant paradigm for early American
political economy, when it became obvious thet the development of capitalism continued
to have inegditarian effects, gpproaches to the problem of economic inequality began to
take on deeper political ramifications. The stakes were clearly higher since, in the minds
of many thinkersin thefirg haf of the nineteenth-century, the debate about distributive
justice was now being related to the fate of the democratic republican experiment in
America

For thefirgt time, especidly for the group of radicd critics of inequdity,
economic inequdity and the new forms of organization that an emerging capitaism was
putting forth was being viewed as contradicting the imperatives of politica equdity for
which the Revolution had been fought. Politica and socid thinkers saw rising inequdity
as more likely once modern industrid capitalism—something many of them knew was on
the horizon—was imported from Europe. Only then would the corrosive effects of
modern economic life threaten the republican fabric of mora, political and economic
cohesion that many of them saw as the halmark of American society. Even more, it
would threaten the equdity of conditions that most Americans and foreign observers saw

America struly exceptiond qudlity.
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Even as economic inequality began to surge in the first few decades before the
Civil War, there was il the resilience of the idea that there was, hidden benegth these
inequities, a harmonious relationship between the various economic classes. For early
nineteenth-century politica economigts, economic differentiation need not mean an
unevenness of power. Theway that thiskind of equality was envisioned was through the
discourse of “harmonization.” Thisnotion had its rootsin physocratic ideas. Francois
Quesnay’ s Tableau economique argued that there was an inherent interdependence
between the three classes that made up any economy: a“proprietary” or landowning
class, an agriculturd, or “productive’ class and a“ serile’ class of manufacturers and
merchants. Quesnay’s argument was that a harmonization of interests between the three
classes would emerge once the government saw that the productive class was the source
of economic value since it was the only class capable of producing a surplus of goods.*°
The surplus produced would pay for the goods of the manufacturing and merchant class
and the landowners would smply receive their payment asrent. In thisway, it would
become obvious that the three classes were, in effect, interdependent and that their
economic interests and activities were not in competition, but in harmony with one
another.

This basic notion of the “harmonization of interests” was not lost on influential
American palitica economigts and socid thinkers in the early nineteenth-century. The
American economy was Hill largely agrarian in nature, and the predominant view was
that an associationa economy—as opposed to a competitive one—led toward rlative
economic equality, preserved the ethos of economic autonomy and independence, and

aso would lessen the kind of socid and politica strife that would derive from extreme
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inequdity. It would also underscore the liberd ethos as the backbone of American
politica economy and the American character more broadly—not smply in terms of
property, but in the idea of individua labor and economic autonomy. It touched off a
middle position againgt radicals who cdled for the redistribution of property and
denounced the intractable redity of the ondaught of the new capitalism.

The moreradical set of ideas that emerged did not come out of imported
European ideas (with the exception of the ingpiration of Robert Owen’ s experiments),
from Rousseau or levelers, they were derived from what was seen to be theinitid ethicd
tenets of the American revolution and the founding principles of American society and
politics. Theradical critique of economic inequality was one that stressed the need for
redistribution, the ending of specia privileges, and an opposition to banks and new
financid indtitutions which acted only as means for wedlth accumulation. These
ingtitutions were regarded as tending toward a new aristocracy: one built on the backs of
true and honest [abor. The notion was that of amora economy based on the libera ethic
of individua labor and property was being shattered at the expense of the narrow search
for profit and sdlf-interest that would not only result in inequdity, but in the destruction
of the republican principles that embodied American society. It was a defense of the
economic autonomy of workers and an atack againg dl forms of wage servitude. The
mora context of afree society was an economy that was based on labor that was itself
based on the ided of sdf-sufficiency. Since this was seen as the sole purpose of [abor
and the market was smply ameans of fair trade between honest producers, the
gppropriation of labor by others and the accumulation of profit from that gppropriation

was therefore the centra object of the radicdl critique.
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For both strands of thought, it was the liberal idea of |abor and property that
informed the critique. But whereastheradicd critique of the madigtribution of
property, income and wedth was explicitly an opposition to akind of economic
modernity that was gathering power, strength and momentum, harmoni zation theory was
an attempt to see the egditarian kernd ingde the shdll of anewly emerging form of
economic organization. The early nineteenth century saw the emergence of cepitdist
enterprise. New forms of investment and credit systems were erected; the need for larger
poals of labor meant a departure from the smdl scale and agrarian forms of production
that were taken for granted by the earliest American politicd thinkers. Socid thinkersin
the first decades of the nineteenth- century viewed the coming transformation with
skepticism and, in some cases, with dread. Although most Americans were il living
and working on farms and within small economic communities, it was a testament to
their sociological perception that these thinkers saw the coming divisons of society.
Their critiques were arrayed againg privilege and aristocracy, and they would lay a
foundation for the post-Civil War erdl sideas about the new economic landscape.

The theory of the harmonization of interests was most lucidly formulated by the
political economist Henry C. Carey and it would mark one of the first attempts by
American politica economigts to ded with the problem of inequdity in an overly
optimigic way. Egditarian inits outlook, Carey’ s ideas were unwittingly an apologia for
anew form of economics even as it was firmly grounded in the assumptions of agrarian
and smdl-scae economic organization. 1t was unwitting because his interpretation of the
interaction between labor and capital were such that he wanted to show that their interests

were, in fact, one and the same and that inequality would in fact lessen as economic



growth increased. Derived from his critica confrontation with the ideas of Ricardo rather
than the older theory of Quesnay, Carey’ s concern was with the notion of
harmonization—that economic divisions between “labor” and “ capitdists’ were merdy
gpparent at the surface, but they were, in actud fact, nothing more than illuson. He
knew that arguments were raging about inequality and about the need for digtributive
judtice. But for him the American economy did not promote divisions and opposing
interests, and a growth economy ought to be looked upon with optimism rather than the
doom that others had stamped upon it Since it would, in the end, promote equity and
prosperity at once.

In both his The Harmony of Nature, published in 1836, and in his Principles of
Political Economy, published in 1838, Carey would put forth his argument which, he
believed, had penetrated the essence of the economic system reveding its
interdependence and its ability to produce equality or harmonization. Like Hamilton, he
wanted to see the economy as unrelated to politics. But he was different in that he
favored aview of the economy as sdf-regulating and—as long as it was contained in
amdl and medium-sized enterprises and economic communities—benevolent to dl its
participants in terms of egditarianism. In this sense, there was no need for politica
intervention into the economy—nhis system articulated a combination of laissez faire,
prosperity, growth and economic equality. Carey’sidea of “economic man” was one
who operated within a nexus of coopertive interchange which traded in skills, services
and goods. “Capitd,” in his usage of the term, was “any artifact or skill or knowledge

that increases man’s power to direct natural events”*! Wages and profits were one and
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the same and when a situation of free competition existed, they would be fairly
distributed by effort and kill.

What he saw as crucid was the idea that wages would rise as a competitive
capitdist system grew. This resulted from the fact that the competition for labor by
capitalists would raise wages, but the red equalizing tendency came from the nature of
economic growth itself. Technica progress would alow capitd to become more
productive and the qudity of labor would increase. In this way, the ratio between the
amount of capita needed to produce goods and the amount paid to workers would fall
and wages would rise relative to profits. Workers would become more vauable to
employers snce their productivity wasrisng. Smilarly, snce Carey made no distinction
between capital and wages but saw them essentidly as one and the same, he argued that
the total amount of capital would increase even as employers profits decreased and the
wages paid to workers grew. The result was a harmony of interests since workers and
owners needed one another and, in the long run, equality would result from the very
dynamics of economic growth in alaissez faire economy.

Despite the optimigtic politica economy of Carey, the literature of the time span
running from 1820 to the Civil War was deeply marked by aradica discourse against
inequdity which was, interestingly enough, wholly home-grown. Indeed, in contrast to
the post- Civil War erawhere American radicalism was deeply affected by European
ideas such as Marxiam, the radicd critique of inequality during the antebellum period
was derived from the mord-political imperatives behind the idess of the revolutionary

generation. Equd rightsin the palitical sphere was an impossibility without an equaity

of property. But thiswas not as crude asit was made out to be by opponents. Grounding
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their argument in aradicalized conception of the liberd theory of |abor and property, they
argued that the new form of economic complexity that was arisng—i.e., the evolving
capitdism that was gaining in strength—was antitheticd to the basic, naturd rights that
America supposedly embodied. Chastising what theorists like Carey saw as a benevolent
economic system, they saw it as annihilating economic autonomy, eroding whet they
referred to as“ civil rights’ and as ushering in anew aristocracy which would live
paragiticaly off the labor of working people, the only red producers.

The American economy would change rapidly and dragticaly from 1820 through
1860, and it would set the stage for the radical egditarians and their attack on inequdity
and what they saw as the emergence of anew form of servitude and aristocracy. Indeed,
by 1860, income and wedth inequdity were staggering. Brought on by the introduction
of the factory system and the proliferation of wage |abor—as well as the decreasing
ability of the “family farm” to provide an adequate living Sandard—it was a pattern of
distribution that would not only invoke the wrath of the radica egditarians, but dso st
the stage for the post- Civil War eraand its own battle with inequality. By 1860, the top
five percent of American families held ownership of over haf of the nation’stota wedth
and the top ten percent possessed over 70 percent. In Philadelphia alone, one percent of
the families owned over 50 percent of the city’ s tota wedlth; the lower 80 percent
controlled a mere three percent.

These patterns of inequaity aswell as the growing power of banks and
corporations was setting the stage for the discourse of the radicd egditarians and their
attack on the changing American economy. They wereradica precisdy because they

sought to confront the economic order of their time with the politica idedls of equdity,
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an economic order that was increasingly being defined by wage labor, and an inequdity
between labor and capita. Their radicalism congsted in this opposition and the
commitment to extending what they saw to be the economic egditarian impulse of the
Revolution and the project of congtructing a republic founded on liberty and equity. In
1829, in his The Rights of Man to Property!, Thomas Skidmore made this evident in his
opening preface:

One thing must be obvious to the plainest understanding; that

aslong as property isunequd; or rather, aslong asit is 0

enormoudy unequd, aswe seeit a present, that those who

possess it, will live on the labor of others, and themsalves perform

none, or if any, avery disproportionate share, of that toil which

attends them as a condition of their existence, and without the

performance of which, they have no just right to preserve or

retain that existence, even for asingle hour.*?
For radicds like Skidmore, the link between inequality and politics was clear: by
alowing an unequd digtribution of property to proliferate and worsen, let done exist at
dl, the palitica ided of individudity, liberty and equality would dl be subverted to the
interests of capitd, to opulence, to idleness. It would forfeit any semblance of economic
independence, and the socia and palitica liberty that it bestowed, to economic
dependence which would mark the beginning of the decline of palitical freedom and
justice. Equdity in economics and palitics was therefore inherently connected since they
were one and the same thing: a man could not be free if his labor was appropriated by
another. Skidmore summed it up in amora dogan that was assmplein its formulation
asit was profound in itsimplications. “al men should live on their labor, and not on the
labor of others.”*®

Theidess of critics like Skidmore were hardly unique. Rather, they fit into the

context of the larger worker movement that was beginning to thrive in Philadel phia and



New York and its cal was againgt inequdity and the kind of economic servitude that they
saw emerging from it.** But they aso fit into the broader context of the egdlitarian
tradition. Theseradicd thinkers confronted inequality and highlighted the negative
effects that it had not only with respect to economic affairs and “fairness” but the larger
impact it had on mordity, happiness, servitude and freedom. They did not back away
from characterizing inequdity as patterning anew set of socid relationships bent on
recregting aristocracy and barbarism. Theophilus Fisk, another of the radical critics,
addressed a crowd of the “mechanics’ of Boston arguing that “[t]he history of the
producers of wedlth, of the industrious classes, isthat of a continued warfare of honesty
againgt fraud, weakness againgt power, justice againgt oppression.”* Many of these
thinkers, such as Langton Byllesby and John Pickering, were influenced by the ideas of
Robert Owen and the New Harmony colony in Indiana that was his experiment in
equality and economic cooperation. Owen theorized that the growth of technology—or,
as hereferred to it, “ mechanism”—was inherently accompanied by extreme economic
inequdities. Thiswas due to the fact that human sdalfishness was a product of
unrestrained competition and greed. As aremedy, he advocated expanding public works
and educetion to help workers in times of economic stagnation and depression and, most
importantly, basing the economic organization of society on smdl, slf-aufficent and
cooperative communities.

Even more, the radicals highlighted the power relations that were inherent in these
emerging patterns of economic inequality. There was dso no mistaking the fact that they
gpproached the subject from the point of view of the assumptions of politicad equality and

that they did not see a separation between the abstract equdity of politica rights and the
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ubstantive equdity that ought to be inherent in the economic sphere. Therewas avery
real consciousness that America s palitica project of abolishing servitude and bondage—
with the obvious exception of southern davery—was now under assault. There was no
questioning the fact that a new set of power relationships—those which were replicating
the old feudalitic patterns of the aristocracy—was emerging with the onset of modern
capitdism. Stephen Simpson, writing in 1831 in his The Working Man’s Manual, saw
the stakes clearly. Unequd wedlth was due to the new legd indtitutions such as
corporations and chartered monopolies (essentidly one and the same for the radicals) and
their ability to recreate the hierarchical power relations of the past with great ease. This,
Simpson clamed, was due to the growing influence of “Law” rather than the rightful
place of indugtry, of working men. “I use the term Law as a generic word, embracing all
the details that affect the distribution of wedlth, such as moneyed corporations, chartered
monopolies, and that endless chain of levers which move industry to empty her gansinto
thelap of capital, and which effectively frustrate and defeat the grand object of rationd
sdf-government on the basis of individua freedom and persona merit.”4°
For Simpson, there was no mistaking the fact that thiswas leading to a recreetion

of the servitude of working people to the wedthy and the essentid destruction of equdity
and freedom. Drawing the pardld to the feudd systems of dl nations of the pad,
Simpson was able to make his clam that America was withessing a degeneration of its
most cherished and important political and moral idedl, that of equdity itself.

Having shaken off, renounced, and branded those [feuda] systems

of antiquated barbarism and monkish superdtition, by dl the greet

leading documents of our national existence, we are bound by the

highest and most sacred ties of mord, religious, and palitica obligation

to bring the condition of the people, in respect to the wages of labor
and the enjoyment of competence, to aleve with their abstract



136

palitica rights, which rights imply necessarily the possession of

the property they may produce, on principles of equity congenid

to the equd rights guaranteed by the organic law. To subgtitute

Law for the distribution of labor isto introduce the chief feature

of the feudd systems of Europe into the free, self-formed, and

equitable republic of this country, and amounts to a virtual repesl

of the very firgt principle of the Declaration of Independence and

the Constitutions of the Union and the States.*”
This emphasis on the connection between palitica rights and economic redlity was no
rhetorica device; it expressed the confusion and the anger that the emerging economic
system was evoking in working people as economic society was changing from one
based on sméll economic communities to larger ones based on wage and factory labor.*8
Inequality was a consequence since now the divide between owners and workers had
grown in intengity. For radicas like Simpson, there was no questioning the effects of
inequdlity: it was leading to a condition of serfdom less than haf a century after the
revolution had shaken off those archaic inditutions of servitude.

Politics could be used against economics. Indeed, it was to be used to reign in the
excesses of the new economy and to defend the political principles upon which the
“principles of the Declaration of Independence’ had been founded. Simpson, like the
other radicd egditarian critics of histime, saw that the politica principles of equdity and
the emphasis on principles of the common good were being eroded by the ability of
economic interests to outweigh the political interests of the whole community. Working
people therefore had a palitica obligation to use politics againg the interests of the
minority who sought nothing less than their oppresson and the dimination of their
politicd and socid rights:

Like the abolishment of the laws of primogeniture and entalls,

we must commence with laws establishing the true principle of the
digtribution of wedlth. To do this, the producers of wedth must



cooperate through the usua means of commanding a mgority of
voters and of representatives, by parties, by combinations among the
wronged never to vote for men who will favor the principles that
oppress them.*°
Radicd critics of inequdity therefore were not intent on aradicalization of politics; their
intent was smply the utilization of aready present political indtitutions againg the
interests of corporate weath. \Working people were therefore not unlike a universal
subject “placed by nature in amora and physicd attitude which conspire to carry
perfection al the attributes that ennoble his mind and procure happiness to his being,
presents to the world the imposing spectacle of Liberty and Reason combining to

comsummate Justice.”°
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Byllesby’s Observations on the Sources and Effects of Unequal Wealth was aso

the product of this emerging worker culture. Published in 1826, it was the first sustained
andyds of economic inequdity in Americaand at its core was the politica imperative of
the equd right of al to the pursuit of happiness and the “Ingptitude of the primitive and
exiding inditutions to admit that right, by their generation of unequa wedth, and warlike
inclinations, through the assumption of fixed property in the soil, the introduction and
perversion of the uses of money and the system of trafficking.”>! Wealth was the product
of labor and thiswas, in Byllesby’ s view, auniversd truism: man had theright to the
products of his own labor and this was the source of the pursuit of happiness and of true
equdlity. With the rise of new economic systems of ownership and production—
specifically the erosion of the older forms of craft production and the move toward
industrid production—new forms of ownership began to arise. Inequdity was the result

of this trandformation, and for Bylleseby, what was a stake was nothing less than the
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possihility of true freedom as areult of this new system and itsinegditarian
implications.

The ownership of property was not at issue; what was at issue was that property
was supposed to be the product of individud labor. Theinequdity of the distribution of
wesalth was therefore tied to the destruction of the pursuit of happiness since the economy
was the meansto that end. Therich capture labor that is not theirs, amass great wedlth
and tie workers to their own economic interests “thereby destroying the equality of
means, and essentidly the equality of right, to the * pursuit of happiness and enjoyment,
however the sufferers may be deluded with the notion that they still retain that right.”>2
Not unlike Rousseau’ s philosophica argument explaining the origin of inequdity,
Bylleshy saw that it was perpetuated by the ignorance of the mgjority who unwittingly
accept their own systemic disenfranchisement. The link between political rights and
economic conditions would prove to be an important link for theradicd critics. They
were able to see that the move toward economic modernity would effectively change the
character of their political rights; that a move toward wage labor was consequently a
subgtantiad move away from the conception of economic autonomy that they held dear
and which was seen as the materid foundation of al political notions of liberty and sdlf-
determination. Unlike Carey or the later economigts of the late nineteenth- and early
twentieth- centuries, they did not invest the economic system with seemingly natura
powers and they were able to see that economic inequality was the beginning of along
dide toward servitude.

A digtinction was made between “ business corporations,” which were essentidly

smdl in size and regulated by law, and banks, monopolies and larger corporations; it was
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adidinction based smply on the kind and amount of socia power yielded. David
Henshaw, writing in 1837, argued that “[b]usiness corporations, excluding banks and all
large corporations for trading in money, when judicioudy granted and suitably regulated,
seem to me generdly beneficid and the naturd offspring of our socid condition. But if
they are to be placed beyond legidative control and are thus to become monopolies and
perpetuities, they assume an aspect the reverse of this and become adarming excrescenses
upon the body politic.”>® The state regulated al kinds of activities from certain
limitations on free speech to certain kinds of “amusements’ and, for Henshaw, there was
no reason not to extend this to the sphere of corporations aswell. Evoking the
Condtitution of the State of Massachusetts, Henshaw crafted an argument which viewed
corporate interests as againgt the common good since they sought to take advantages of
othersfor their own benefit. 1t was therefore the respongibility of the state to reignin
their excesses and to “correct” those who do not “ conduce to the common good.”®*
What radicalism brought to the table—aside from its political perspective on
equdity and its populist rhetoric—was an andyss of the new economic organization of
society, and an andyticd perspective that penetrated into the mechanisms of inequdity
itself. Whereas thinkers like Carey were concerned with analyzing the economic
community and the interdependence of the different classes which were its constituent
parts, the radicals—taking the labor theory of property asther centra mord and socid
sdentific lens—Ilooked to the relation between employer and employee, between wedth
and labor and the way that these relationships were congtituted and the way that they
perpetuated themselves. William Gouge, in his A Short History of Paper Money and

Banking in the United States, looked to the way that banking distorted the * natural”



digtribution of wedth by privileging owners over producers. The resulting inequaity
would have effects that would impact more than theindividua. “Itisnot easy to st
bounds to the effects of asingle act of injustice. If you deprive aman of his property,
you may thereby deprive him of the means of properly educating his children and thus
affect the moral and intdllectual character of his descendants for several generations.”>
This, Gouge argued, was an effect of modern commerce which was itsdf bound to a
reproductive cycle that would continuoudy generate inequaity in wedlth between
classes, cleaving society in two:

[U]nequa palitical and commercid inditutions invert the operation

of the naturd and just causes of wealth and poverty, take much of the

capital of a country from those whose industry produced it and whose

economy saved it, and give it to those who neither work nor save.

The naturd reward of industry then goesto the idle, and the natura

punishment of idleness falls on the industrious>®

Orestes Brownson's essay “The Laboring Classes’ of 1840 pointed out that
inequality was the result not smply of banks and privilege. The sysem itsdf worked in
such away s0 asto effectively rob those who labored of their own property. Merchants
did this by artificidly adding price to what was aready produced. Remuneration was no
longer based on effort, sKill, labor. 1t wasincreasngly becoming based on “mischievous
socid arrangements’ based on the drive for profits and the manipulation of the market:
“It may belaid down as agenerd rule, with but few exceptions, that men are rewarded in
an inverse ratio to the amount of actua service they perform.”®’ Readers of Marx’s more
sophigticated andysis of the labor process under capitalism will undoubtedly find arough
affinity with the theory of the working day.
Smilarly, the opening lines of John Pickering's The Working Man’s Palitical

Economy argued that “men do not accumulate property in proportion to their industry;
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but the reverseisthefact.” Pickering saw that “capitaists’ and the economic system that
they were promoting was in contradiction with the basic tenets of American liberty: “the
argument so often brought forward to sustain the positions of those who advocate the
justice and propriety of granting specid privileges, under a government based upon the
principle of equdl rights, falls to the ground.”*® Going back to the labor theory of
property was therefore aradica move: it sood in the face of wage servitude—something
that Brownson and other radicas saw as particularly pernicious—and, more importantly,
it would restore what was “ naturd” againgt what was “atificid.” Reliance on the labor
theory of property—perceived as anaurd right—meant that the accumulation of great
wesdlth of the kind that radicas like Pickering saw around them was not the fruits of
individud labor, but of the gppropriation of labor by capitdists. Herein was the crucid
aspect of the new economic system that would crush the rights of man, equdity and
liberty and usher in anew age of dependency and servitude as well as massive economic
disparities of wedth and power.

Americawas not falling back into the older political forms of aristocracy or
tyranny, as the early revolutionary generation had feared. Thekind of economic
inequality that manifested itsdlf as the middle of the century approached meant most
immediately the loss of the economic independence of workers. It istherefore little
surprise that Whigs of the period and the rhetoric of the Jacksonian erawere o critica of
inequality.>® Locofocos like William Leggett saw that the emergence of new ideas of
property—such as was being pushed by “banking incorporations’—were overcoming the
politica ideds of equaity. Opulence was being protected at the expense of the poor.

Where did the wedthy gain the opulence one saw in New Y ork, Philadelphia or Boston?
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“They oweit] to specid privileges, to that system of legidation which grants peculiar
facilities to the opulent, and forbids the use of them to the poor; to that pernicious code of
laws which considered the rights of property as an object of grester moment than the
rights of man.”®° The economy was becoming intertwined with political power creating a
legaly sanctioned aristocracy and the rights of man that had previoudy been heraded by
the revolution and its generation were hanging on the edge of a precipice,

The radicds ill wanted equdity of condition, but they saw it would be the
natura outgrowth of an equality of effort and labor—effectivedy of an equdlity of
opportunity. But the new economic relaionships were smashing the foundations for any
equality of opportunity and they therefore concentrated their critique on the system itsdlf
rather than a narrow emphasis on opportunity.®! What informed their economic idess
was a hormative sense that wage servitude and economic dependence were
fundamentally againgt the politica principles of America s republican democrecy. It
would result in nothing more than the total disenfranchisement of working people and
lead to anew form of inequality where weslth and opulence ruled over the laboring
masses. Indeed, most Americans knew that anything akin to perfect equdity was illusory
and utopian; but they did recognize that relative equality of condition was the product of
the rewards garnered from honest |abor and a naturd distribution of reward from
individua effort and the freedom from economic and politica dependency.

Since capitaism was evolving not in the agrarian sector but in the cities, it was
the manuad laborers and “mechanics’ that wereto fed itsinitid effects—but they were
the minority of the overal American economy which was il predominantly agrarian or

bound to smaller economic communities. The problem was seen to beinditutiond in



nature: capitalism had to be opposed on the basis that it corrupted the economic base of
the time which was, in itsdf, the redlization of certain political principles such as equdity
and liberty. The amall, sdf-aufficent, sdf-employed, independent and unincorporated
kind of enterprises that most people were engaged in was the redization of those politica
ideas. Any threst to that form of economic organization was also an attack on the
redization of those American palitica principles. They did not seek gate intervention in
the economy, that, in their view, was not necessary. All that was needed was for charters
and banks to be disbanded; for the law to properly award property and wedth to those
that actually produced—i.e., worked or labored—for it. Skidmore wanted aradical
redigtribution of property; Byllesby believed that “associations’ of workers could
organize to protect their interests from the effects or “evils’ of unrestrained competition.
For Carey and the radicals dike, free competition was not the cause of the problem, but
the radicals knew that the manipulation of labor and property by a new economic class
was the source of inequaity and that the real essence of the mechanism of inequdity was
contained in the economic relationship between workers and owners.®® Only the radicas
were able to connect these concerns with the categories of political equality and freedom,
and they did so not as Lockean liberds, but as critics of socia power, hierarchy and
domination. To be sure, they accepted the idea that individual 1abor was the source of
wedlth as well as equdlity, but they regjected Lockean ideas such as the ability to clam
ownership through the paymert of wages, a core aspect of Locke's pre-politica date of
nature and a crucia addition to hislabor theory of vaue.

But the failure of their movement was brought about not by the fact their

arguments were not heard. Their critiques of inequality resounded with skilled laborers
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and new workers in an economic system that was rgpidly changing. The moveto large-
scae indugtridism would render calls for the abolition of wage labor obsolete. New
economic imperatives were met with anew demand for new forms of employment. The
very culture and indtitutions of work were rapidly changing and in the process, the radica
cdl for equality would not diminish, but be overshadowed by the nationa crigs that burst
onto the scene with the Civil War. In many ways, the legacy of the radica egditarians
was their ingstence on an indtitutiona critique of the production process as wdl as thelr
linkage between wage labor, inequality and the demise of worker autonomy and the
politica and socid equdlity which that brought with it.

What was becoming clear in the discourse on economic inequdity in America
was that it was reacting to the redlities of economic modernity: of the movement from
small scae agriculture and commerce to larger, more complex circuits of production and
distribution and the formation of new economic entities such asthelegd corporation.
Movement away from the mora foundation of the American economy and toward the
cash nexus meant amove toward production, distribution, speculation and investment
that was for private interest and profit over the earlier am of sdf-aufficiency. The
maturation of the early American syssem of commerce was becoming a groundwork for
industrid capitdism. Therise of inequdity in the early nineteenth century was therefore
not smply amatter for political economids, it resonated immediately with the politica
concerns of workers and those intellectuals who saw that the palitical rights of equdlity
and liberty were under siege as capitalism developed. As the ends of economic activity
were being reoriented, resorting to politics and politica principles of equality was only

rhetorica—the essentid moment was the radicalization of the libera theory of property
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and labor. By seeing the emerging system as inherently againgt the interests of equality
and liberty, Orestes Brownson was perhaps more prescient than he could have imagined
when hewrote: *Y ou must abolish the system or accept its consequences. No man can
serve both God and Mammon. If you will serve the devil, you must look to the devil for

your wages; we know no other way.”®3
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CHAPTER IV
Inequality and the Transformation of American Capitalism:
From Class Antagonism to Reconciliation

After the Civil War, the very nature of markets and the economy began to change
rapidly. Especidly in the rubble of the South, markets became exploitive and predatory.
With the secession of the Confederate states, the older sectiond congtraints on northern
capitd were no longer there to contain the economic interests of the maturing industria
economy. Theinditutiond shiftsin American capitalism were mirroring the greet shifts
in European society and its turn to economic and political modernity. However, the
ensuing increase in inequdity in Europe was seen differently than in the United States
Nineteenth-century European intdllectuas did not see economic activity in such a benign
light—for thinkers as diverse as Marx, Matthew Arnold, John Stuart Mill and Eduard
Berngtein, among many others, cagpitalism was premised on divison, exploitation and
immiserization. Whether it was Durkheim’s andlysis of the consequences of the divison
of labor, Marx’ s understanding of modern socia power and its relationship to the all-
encompassing influence and processes of capital, or Matthew Arnold' s critique of
economic inequality as demeaning to civilization and to humanism, the fundamental
tenets were essentidly the same: the barbaric effects of modern capitalism needed to be
overcome and society transformed toward universd, rather than particular, human ends.

The sharp increase in economic inequality during the latter part of the nineteenth
century was highly correlated with the concurrent rise of industridism.? What Benjamin
Digadi referred to as “two nations’ in England—those of the rich and the poor—was

becoming an increasing socid and political problem wherever industria capitadism was



expanding. Inspired by the legacy of Enlightenment mora and palitica principles,
European radicas of the mid- to late- nineteenth-century were able to see the emergence
of capitalisam as smply the extenson of previous forms of inequdity. This resonated

with the ideas of American radica critics of the Jacksonian era, but there was little cross-
fertilization until the decades after the Civil War. In the American political discourse
economic inequality was intimately bound with political idess. The nature of antebelum
American society was one where economic life was intimately bound with the
understandings of equdity and liberty. Through its Protestant work ethic and its
secularized variant of a Lockean-ingpired understanding of [abor, property, liberty and
individualism, economics was the necessary counterpart to political ideas of equdity and
freedom. And it isfor this reason tha the emergence of economic inequaity—and its
intengfication—became such a politica problematic, for without sdlf-sufficient labor,
dependency would result and inequaity would cause excesses of power in the hands of a
few.

But the concentration of economic power aone was not what motivated the
radicd critics of the firg hdf of the nineteenth-century who took as their centra
problematic the emerging and intensfying economic disparities of their time. 1t wasthe
threat of economic dependence which wasther centra target. The emergence of the new
economic order seemed to threaten everything that was unique about the American
republic specificaly its differences from European ways of life which were seen to be
outmoded and hodtile to the “natural” forms of human liberty concretized in American
society. The concern with economic inequality was bound up with every aspect of

modernity. There were congtant concerns throughout the nineteenth- century that
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Americawould somehow not be immune to the degenerating socid effects of
indugtrialism evident in European economics. American travelersthat visted industrid
cities like Manchester in England saw the indudtrid city as inherently opposed to what
they saw as America s republican civilization. The squalid and wretched conditions of
the working classin places like Manchester was evidence of the fruit of the brutal
economic system that America had left behind. America s republican virtues were
thankfully embraced as a barrier, at least for the time being, to such conditions

But despite this, the post- Civil War years witnessed the rise of concentrated
economic power, the degpening of economic inequality and a new, much wider pattern of
socid and political polarization. 1t would see the clash of economic interests in the form
of the “war of labor and capital,” and it would aso see the clash of ideologies on
economic inequdity. Therise of the large corporation and the massive transformetion of
American society had profound effects on the mord weight and political sdience of
economic divisons. Therise of laissez faire not only as a doctrine but as an empirica
redlity in American society caused socid convulsons and mora reprobation. Capitdl
was able to operate without restriction and there were no safeguards for the effects that
indudrialism was having on the lives of working people and their interests. The
economic change that was effected by capitdist development was therefore transforming
not only the materid relations of whole groups of people, it was aso affecting the ways
that members of society legitimized these new socid and economic relationships. As
cgpitalism was becoming increasingly entwined with legd doctrine and politicd

inditutions, it aso was changing previoudy shared conceptions of whet civilization and
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progress actualy meant. The market transformation of society was beginning to take
root, to proliferate, and to yield itsfruit.

The connection between the changing discourse on inequdity and the economic
context of the time needs to be made explicit. Without question, there was the spread of
the doctrine of Socid Darwinism just as the Gilded Age began to take off, indicating atie
between economic interests and socid theories. Martin Sklar was correct when he argued
that capitaist business activity “presupposes, and is permested by, a complex mode of
consciousness, that is by ideas and idedls about ddliberate calculation of ends and means
with respect to other persons; about the shape of society, its approved goals and mora
standards; and about the law and jurisprudence, party palitics, and the range and limits of
government authority.”® The arguments against economic inequdity in this period
therefore began to change not smply because a different set of interests were a stake—
there was dso afundamentd sociological transformation which produced a different
sense of what economic equaity was, how it reated to the activity of the state and how it
related to politica ideas more broadly.

In addition to the sociologica shift that scholars such as Sklar have emphasized,
there was dso an important change in class structure and the nature of the market as big
business grew in sze and in scope. Alfred Chandler arguesthat in addition to a
concentration of capital and wedlth, there was a smultaneous growth of a“new class’ of
professonas and managers. The most sdient implication of thisinsgght was expressed in
his book The Visible Hand where he argues that the older ideas about Adam Smith's
“invisble hand” and the free operation of the impersond market was being replaced with

decisions made by amore highly complex bureaucratic corporate dite. The old economy



was changing, and changing rapidly. It was becoming not only larger in terms of

economic concentration—which began with new transportation technologies such as the
railroad, more densely concentrated urban markets, and scale economies which were able
to produce more and therefore smultaneoudy stimulate consumption—abut in terms of its
bureaucratic structure aswell.* Thiswould rapidly change not only the way the market
would work, it would eventualy aso undermine the older presumptions about the market
astheimpersond digtributor of wealth by means of “free labor.”

The labor radicaism of the antebellum period railed againgt the ondaught of
economic modernity—specificaly the emergence of wage labor and the erosion of
smadller, more cohesve economic communities—because they saw it as leading toward
conditions of servitude in economic and paliticd life. Economic inequdity was not
amply aninjudtice, it meant—at a much deeper, more politica level—the materid
destruction of the very political ideds upon which the American republic was founded.
The intimate relationship perceived between economy, mordity and polity in an earlier
era began to split apart as capitalism developed and modernization proceeded. Equality
of condition and equdity of opportunity in this period were ill one and the same for
these thinkers since once everyone was able to enter fredy into economic life, arough
equdlity of condition would result. Inequdity of economic conditions was the result of
the digtortion of equality of opportunity; and the concentration of economic power, the
emergence of the modern corporation, the dismantling of smaler economic communities
which were, for the most part, sdf-sufficient unto themsdves were dl taking away this

kind of equdity of opportunity.
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Economic modernity, modern capitdism itsdlf, was therefore seen as the genesis
of anew kind of socid dratification which would threaten individud liberty by creating
conditions of dependence and servitude. But the new economic system that made
indugtridism possible changed the economic preconditions of this argument. The very
nature of indugtriadism was mass employment which meant the overshadowing of the
older, smaller economic communities which Matthew Carey, Orestes Brownson and
others saw as the foundation of American economic life. Moraigs like Henry George
and Edward Bellamy cdled for overcoming economic inequdity by overcoming the
socia atomism that modern indugtria capitalism had proliferated. But otherslike E. L.
Godkin were not optimistic about the calls for reform or radica change, writing that
“when aman agreesto sdl hislabor, he agrees by implication to surrender his mora and
socid independence’ regretting that workers were “legdlly free while socialy bound.”

What was at issue was therefore a change of socia cosmology. The economic
changes that ushered in the eraof indudtria capitalism were intimately tied to ideas of
progress and innovetion that were a function of the rise in technologica production.
This, in turn, had a profound effect on the different gods and interests that different
classes possessed and sought.  Inequality was becoming more centra to many of the
debates that plagued academics, policy makers and popular writers. But the notion of
“equdlity of condition” would become increasingly utopian in socio-poalitica terms and
“equality of opportunity” would become emphasized by those criticizing the inegditarian
effects of indugtria capitdism. The shift was not Smply achange of emphasis, however,
it reflected an acceptance of economic modernity. Econonomic modernity was not

amply atranformation of economic ingtitutions, it was also congtituted by the spread and
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generd acceptance of the indtitution of wage labor. The radicd critics of the early
nineteenth-century reacted against wage labor because it reduced the worker to amere
“hirding,” or one who would serve for wages. As capitdism grew, so did
proletarianization and this acceptance of the wage system would have a deep effect on the
way economic inequality would be conceptuaized.

Theradica views of Thomas Skidmore and his call for an equa redigtribution of
property and Orestes Brownson's call for the eimination of the system of wage labor—
al griving for arough equdity of economic condition—would change with anew
generdion into arguments againgt the monopolistic character of the economy. The older
notions of political virtue which were premised on the republican themes of the
Revolutionary generation were eroding and the liberd idea of labor and individudism
was beginning to take hold. Thistendency in American palitical culture—one brought
about largely by the changing nature and structure of American capitalism—would
inevitably serve as the guiddines by which capita and labor would ded with the problem
of socid divisons spawned by the great age of high indugtridism. The foundation for the
liberd economic ethic that had evolved in American politica economy and mora thought
was being pitted againgt new and more complex higorical conditions: the ingtitution of
capitd, of monopoly, and the nationdization of the economy.

The liberal economic ethos worked so well with the emerging democretic idesas of
the nation because the assumption was that once labor was fregly able to expressitsdlf
and individuas accumulated property from their labor, skill and talent, arough condition
of equdity woud emerge. Equdity of opportunity and condition were therefore

conceptudly linked; but the new indtitution of capita—which Marx correctly termed a



process and not smply property—would organize society in a decidedly different way,
making these older conceptions of liberty and labor, economy and morality obsolete. It
was the task of critics of inequdity to come to termswith this. Some did better than
others. In the end they would aso have to confront a new argument legitimizing

inequality which derived from Spencerian ideas of social Darwinism but also was
consonant with older arguments againgt equaity in American socid and palitica thought.
In the end, inequdity would only be successfully confronted once policy makers saw that
capitaism was here to say but dso that labor asaforce in and of itsef wasaswdl. With
the settling of the industria order, it was clear that democratic principles were being
sacrificed to the workings of capital. In time, the radicalism of Iabor on the one hand and
the newer arguments wedding the worsening condition of classinequality with socid
progress, democracy and liberty would be tamed, subdued and brought into line.
American socia and political thought would therefore reflect the fractious nature of class
society of thetime, but it would move from a generd condition of antagonism to one of
reconciliation and consensus. These new policy makers and intellectuas—all of whom
worked under either the Progressive and New Dea Eras—would forge a liberd-capitdist
consensus that would hold for decades, finding its gpex in the New Ded and the socid

welfare programs of the 1960s.

Race, Class and the Problem of Inequality
The aftermath of the Civil War presented the American discourse on inequaity
withanew set of problems. The debates over the project of Reconstruction revolved

around the extent that equality ought to conceived and then extended to the freed daves
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of the South. Dominant was the ideology of “free labor” which was crucid to the
ideological core of the Republican party even before the war had begun.® Free labor was
nothing more than the recognition that the liberal economic ethic was a crucid

component to American values of liberty. The debates around Reconstruction were the
extent to which a propertyless class would be able to achieve any degree of equdity and
socid integration. Theideology of the Radica Republicans—acivic ideology which
encompassed thinkers and politicians such as Thaddeus Stevens, Horace Gredly, Charles
Sumner and E. L. Godkin, among others—was primarily focused on the issue of civic
and political equdity for freed black salves rather than on economic issues. It was
Sandard ideology to distinguish between the naturdl and political rights that had been
denied blacks on the one hand and the socia and economic rights which were defined
smply as the right to labor like any other man and own the fruits of that labor.” Their
interests in economic equaity were defined by ther faith in the liberd economic ethic:
namely, that reward would come from the effort and labor of individuas and that equdity
could be nothing more than the equality of opportunity.

Blacks therefore had to be guaranteed their palitical rightsin order to be
integrated into American society and it was presumed that this was the limit of what
government would and could do in order to promote equdity between blacks and whites.
But economic equality was not something that was advocated by Radical Republicans
and their vison of Recongruction. The project of Reconstruction, asit was broadly
conceived a the time by the most radical in Washington, therefore had little to do with
economic change but was wedded to the libera economic ethic and what they saw asits

liberating impulse. The Radical Republicans therefore saw that through guaranteeing
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equaity of opportunity in the spheres of palitics and the economy that their role for racia
equdity would be complete. Aside from fringe cdls for the redistribution of Southern
property—Thaddeus Stevens advocated the seizure of plantation lands and turn them into
homesteads—the issue of redistribution and economic equality was a non-issue®

Black writers and thinkers, however, did look into the issue of economics and the
essentid link between economic power and equdity. Theideaof economic
empowerment became acrucid stgple of black political thought during the early years of
Recongruction in the sense that without economic power—by which was meant the
economic development of black communities with some degree of parity with their white
neighbors—blacks would continue to be at the whim of white economic indtitutions.
There were no illusions that civil and politica equdity could be of any subgtantive vaue
without economic parity with whites. Alexander Crummell—rector of St. Luke's
Episcopa Church in Washington—was one of the first Black thinkers to advocate the
congtruction of black economic communitiesin order to become aforcein American
society. Without economic power, blacks could look forward not only toward a
continued dependence on whites and a recreation of smilar conditions that they had
suffered asdaves. Thiswould become amgor theme in black political and socid
thought throughout the late nineteenth and early twentieth-centuries. Booker T.
Washington's emphasis on the development of skilled labor and thrift were meant asa
means for the accumulation of capital and development of black communities. For
Crumme and Washington—despite their differences—equality was seen as requiring an

economic dimension. Politica and civil rights were one thing, but the redity of the
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Situation was that without some degree of economic parity with white society, politica
and civil rightswould be, at best, a mere pleasantry.

In Washington, as well asin Crummel before him, was the acknowledgment that
the economic empowerment of black communities was an essentid first sep in achieving
and securing political and socid rights and power. Although Du Bois would chastise
Washington for his“submission and silence as to civil and political rights”® the redlity
was that he never accepted any form of restriction on black political or civil rights and
that his advocacy for economic empowerment, thrift and industrial education was
primarily an argument that linked the redity of economic power with that of politica and
socid power and equality.’® Crumme and Washington saw that the need for economic
devel opment—through the growth of capita in the hands of blacks—would be the only
way to achieve socid integration and guarantee that there would be no dependence upon
the white community. For Washington, the emphasis on economic empowerment and
development mean that relations with the white South had to be maintained; it meant that
there had to be some degree of accommodation and cooperation with the leadership in the
white South.

But as the project of Recongtruction went into criss and termina decline, many
black intellectuas who had supported Washington's program for black empowerment—
which was linked with a conciliation with the white South—became critical of
Washington's program. Du Bois, who had been a supporter of the Washington's
Tuskegee position, began in the early years of the twentieth-century to advocate protest
and a bresk with the policy of accommodation and conciliation with the white South. In

place of the ideas of economic empowerment, Du Bois began to articulate a politica-



cultura critique of the Tuskegee position which pushed for afocus on civil and politicd
rights and the development of ablack culturad-intdlectud dite. The move away from the
issues of economic empowerment would not return until the 1920s when Du Bois began
to look toward socialism as a possible aternative for black liberation. Indeed, Du Bois's
concern with politics and civil rights was—in the face of increased Southern violence and
the quashing of equa opportunity for blacks in white society that became ever more redl
with the emergence of Jm Crow—understandable. But it can perhaps be argued that the
move away from economic issues may have been afatal error. Indeed, the concern for
the consequences of the economic disparities that severely affected the political and
socid life of black communities would again reemerge in the black radicaism of the
1960s.™

Wheat black intellectuds and activiss—as wdl asther white dliesin Washington
and e sawhere—sought was, therefore, an equdity of opportunity rather than equdity of
conditions. But this should be seen within the ideologica context of thetime. Blacks at
the time of Recongtruction until the beginnings of the twentieth- century were—not unlike
the radica critics of inequality during the antebellum period—concerned with the
struggle for equdity of opportunity. Although it would later be seen that propertied
interests had destroyed many progressive aspects of Recongtruction in the South taking
away even the possibility for equa economic opportunity for blacks—what Du Bois
would later call in the 1930s the “ counter-revolution of property”>—during the
Recongtruction era, an explicit discusson of economic inequality took atertiary role to
issues of equdity of opportunity guaranteed through equa politica and civil rights. But

the post- Civil War period would also see the recurrence of the theme of economic
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inequality in America s critica political and socid discourse. 1t was quickly becoming
evident that the laissez faire industrid economy that was expanding rapidly after the War

had ended was leading Americato economic, political and mord criss.

TheMoral Attack on Inequality and Capitalism

The centrd premise of the labor radicas arguing againg the effects of economic
modernity during the decades preceding the Civil War was thet the emerging redlities of
capitaism were a direct threat to the kind of economic individudism and autonomy that
characterized small-scale economic production and exchange. For those early radicas
like Langton Byllesby and Thomas Skidmore, among the many others, the threst thet
economic inequality posed was one that would see the destruction of democracy itsdlf.
The ideas of republican virtue that had idedigticaly characterized the thought of Adams
and Jefferson and many others of the Revolutionary generation were being squandered
and it was only by fighting againgt the effects of economic divisons that any semblance
of democracy and liberty be preserved.

In addition, they saw the liberal economic ethic as being not only compatible with
those republican politica virtues, but necessary for their redization. Many of the next
generation of reformers, radicas and socia and economic critics that criticized the
economic polarization of the nation would gtick to anotion of liberd individudism, but
instead place it within the context of an aready transformed culture of economic life and
phase of inditutional development. The earlier radica critics emphasized that equality of
opportunity and equdity of condition were essentidly the same since opportunity meant

the ability to produce your own goods (such asin agriculture) or sdl your own labor time
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as an independent laborer and not awage-earner. Wage davery was tantamount to
economic inequdity and the disruption of the kind of cohesive society where wedth and
income were didtributed by tdent, skill and effort.

Not unlike the previous generation of |abor radicas, many critics of inequdity of

the industria age saw firm economic foundations for the generation and perpetuation of

economic divisons. For some, progressitsdf was the cause of inevitable immiserization.

Henry George saw that as both technology and productivity increased, the vaue of land

would dsoincrease. Asrent rose, it necessarily pushed down wages ance indudtridists

needed to pay for higher rents out of what they paid to labor: “with increase in productive

power, rent tends to even greater increase, thus producing a constant tendency to the
forcing down of wages”*® Inequality was therefore tied to the economic foundation of
modernity. It was not Smply ameatter of preventing the amassing of wedlth through
corrupt means. The new economy, the new indudtrid civilization that was being forged,
would be sedl the fate of millions. Poverty and progress were inextricably linked.
George' s critique of inequity wasin the spirit of the antebe lum labor radicals.
Indeed, for George politica rights were meaningless without economic rights; and
economic rights still meant that each individua have rightful accessto an equd share of
land. By leveling asingle tax on rents, George argued that, over time, monopoly could

be broken down and there would be a return to an economy based on individua effort

and skill. There would therefore not be an absolute equdlity, but, rather, arough equality

that till rewarded differencesin effort and skill. At the core of George's argument
remained the idedl of individual economic autonomy. In this sense, George looked back

to the past; unable to see the newest phase of capitalism—its nationd, industrid
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manifestation. He was unable to see that the old physiocratic notions of land asthe
source of dl wealth was economically wrongheaded. But his mordism was a critique of
monopoly and the exclusion of economic autonomy and individudism. Equd politicd
rights are meaningless without economic equdity—i.e., equdity of land—since it wasthe
only source of individua wedth. After quoting Jefferson’s line from the Declaration that
“dl men are created equal,” Georgeinddts:

These rights are denied when the equd right to land—on which

and by which men done can live—is denied. Equdlity of politica

rights will not compensate for the denid of the equd right to the

bounty of nature. Politicd liberty, when the equa right to land is

denied, becomes, as population increases and invention goes on,

merely the liberty to compete for employment at Starvation wages.

Thisis the truth that we have ignored.**
This“central truth,” as George referred to it, was to restore an economy and society
based on “natural opportunities’ and this meant that the basi's of equdity was ill one
grounded in assumptions from America’ s economic past.® The problem with the various
theories of equdity that were put forth by so many reformers of the period was not that
they failed to recognize the barbarism of the new economy; rather, it was thet far too few
of them possessed a broader understanding of the economic redity of their time. Many,
such as George himself, were unable to think outside of the economic context and ideas
that had defined the early American republic.

The mora revulson againg capitaism’s degpening effects did not lessen asthe
nineteenth-century moved on. Socidist ideas became increasingly prominent—
something that George was decidedly againg—and they injected the idea that
individuaism and inequdity were somehow connected. The problem with what Marx

termed “universal egoism” was that it would not only lead to degper socid divisons other
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than at the levd of class, but that this socid atomization would inevitably reproduce the
same problems that were being faced under the conditions of modern capitaism. George
wanted to preserve individuaism and promote “association” by which he meant an
associaion of equals—equd in the sense that al had an equal opportunity to work on
land from which they could derive the fruit of their labor. George' sideawas thet there
was an “equd right to the ements of nature,” and since nature, or land, was the only
source of wedlth, its redigtribution was essentid to dleviaing theills of inequdity.
Discouraging the massive accumulation of property was at the heart of George' s policy
dternative and his“sngle tax” movement. The problem was not with the capitaigts, it
was with the way that monopoly squeezed out al opportunities for honest individua
labor and thereby shattered any hope for equdity.

But the socidigts did not see it this way, especidly the German socidists who
were writing in defense of socidist ideasin America. For them, the problem was with
monopoly, but monopoly was inextricably tied to capitalism and to egoism. Three years
before George published Progress and Poverty, Friedrich Sorge wrote his“ Socidism and
the Worker,” his only published piece in English. There he asked “if you are a capitaist
yoursdf, reflect how much nobler it isto hep promote the welfare of the many than to
serve only your own interest, ugly and hideous Egoism.”*® The mord critique of
inequality was being traced down to the very ethica fabric of amarket-based society.

Johann Mogt attempted a more anthropological andysis. What heidentified as
the “beast of property” was any “man in connection with wedth,” who, till unsatiated
after accumulating beyond his needs, desired little more than the expansion of his greed.

These “beasts of property” were at the core of capitalism, and capitalism was the source
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of monopoaly, the one greet threat to human liberty: “In Americathe place of the
monarchsisfilled by the monopolists. Should monopolism in the alleged free United
States of Americadevelop a the rate it hasin the last quarter of a century, only daylight
and ar will remain free of monopolization.”” In Marxian style, Most made clear that
inequaity was not atranditory condition of economic development; it was, rather, the
essence of capitalist exploitation and a permanent feature of the evolving economic
system. Theimmiseration of working people could therefore only be expected to get
worse—inequality was not the problem in and of itsdlf, it was the symptom of a grester
illness. of capitalism, exploitation, aiomization, egoism, barbarism.

But early socidists like Most and Sorge premised their critiques on dternatives
that were highly utopian to say the least. They were premised on the idea of a complete
trangformation of the economic life of nineteenth-century America: amassve, egditarian
redistribution of property and the common ownership of property. Whereas George saw
that the solution to the injustice of modern economic inequality was amatter of returning
to the economic life of the past—of independent producers associating under conditions
of equaity—Sorge saw the emergence of associations and an emphasis on the common
interests of society over “Egoism” asthe key to overcoming capitdism. Most argued the
same by promoting awar of workers againgt capitaists and the establishment of a
“network of federations’ of autonomous and independent communes. Lacking concrete
inditutiona referents, the socidists hed little to use in their gpped to those outside of the
German immigrant working community. George' s economic ideas looked back to the
ideology of economic liberalism and economic autonomy and independence and

therefore had some posshility of resonating with American working people. George did



not rgject capitalism and he did not have a problem with free trade, his aim was to restore
equality of opportunity which itself ultimately sprang from free labor and asingle tax that
would serve as a permanent barrier to the monopolization of land.

But this, in many ways, was the problem with the critique from the beginning. It
istrue that the German socialists saw capitalism as a more complete and total socid,
cultural and economic system, but they were unable to pose dternatives outside of a
crude collectiviam. The socidigts rgected capitdism without having aredistic
inditutiond aternative and their rgjection of capitalism was ll, in essence, amoral
critique of cgpitaism. Unlike Marx’s more scientific examination of capitalism and the
argument that it would essentialy break down under its own interna economic strains
and contradictions (such as the law of the fdling rate of profit), American socidists were
not keen on perfecting Marx’s political economy, but rather in trandating some of his
indghtsinto posshilities for immediate action and in extrapolating them for utopian
ends. For his part, George was unable to see—through his highly flawed politica
economy—that inequality was not caused smply by the monopolization of land, but by
the very dynamics of capita and its need to congtantly agglomerate more of itsdlf at the
expense of labor. George was unaware of the inequdities that arose from the labor
process under capitalism and remained under the trance of an outdated and out-moded
Physiocratic doctrine even though his critique was essentialy grounded in amord
antipathy to inequaity and socid divisions

The socidigts differed from reformers like George, aswell as others like Edward
Bdlamy and Henry Demarest Lloyd, in the sense that they espoused an absolute equdity

of property, which the reformers thought was not desirable let done possible. For
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George and Lloyd, the centrd ideawas till to have some form of rough differentiation
between individuas based on “naturd inequdities.” Property would still correspond to
natura inequdities of ability, but the assumption was that this would not leed to great
differences; and after dl, the point of critique for these reformers was the problem of
monopoly, not capitalism or competition. True, they al shared amora averson to the
decline of economic autonomy, of equality writ large, seeing the agglomeration of capita
as the primary force destroying equdity and freedom. But ultimately their cals for
equality were based on the idea that the emerging divisons of society were out of tune
with American palitical and mord ideals. Thiswas an important period in American
socid and palitical thought since dl three were, in one sense, attempting to come to terms
with economic modernity using whet they felt were fundamenta American ideas about
economy and society.

Indugtrid capitalism was trandforming Americainto a gluttonous society where
political economy was now the source of wedlth but more importantly the result of the
abuse of liberty. “Liberty produces wedth, and wealth destroys liberty,” wrote Henry
Demarest Lloyd in his Wealth against Commonwealth. Theinequdlities that plagued
America and which were a the core of what was, by the time of the 1880s being called
the “socid problem,” was not aresult of capitaism itsdlf, but rather its excesses: “Our

bignesses—cities, factories, monopolies, fortunes—are the obesites of an age gluttonous

beyond its powers of digestion.”*® For Lloyd, the “ corporate Caesars’ were nothing more

than the ruinors of civilization. Inequdity in wedth was, & its core, the inevitable result
of what Lloyd referred to as the anarchy of sdf-interest. Wealth was destroying the

republican virtue upon which the idea of commonwedth had dwaysrested. Lloyd's
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critique of monopoly and inequdity did not lead him to advocate the destruction of
capitdism, but rather to acal to overcome the sdf-interest that was opposed to the
generd wdfare and, more pragmaticaly, for the transfer of private monopolies over to
date ownership. Lloyd' s ideas were republican in nature: he inssted that citizenship be
based on what amounted essentidly to Aristotelian mora and political categories, i.e.,
that theindividud redize that he is part of the socid whole and that sdif-interest should
be in harmony with the interests of the political community.
Thetrue laissez-faireis, [dc] let theindividud do what the individud
can do best, and let the community do what the community can do
best. Thelaissez-faire of socid sdf-intered, if true, cannot conflict
with theindividud sdf-interest, if true, but it must outrank it dways.
What we have called “free competition” has not been free, only freer
than what went before. The freeis ill to come. The pressure we fed
is notice to prepare for it. Civilization—the process of making men
citizensin ther relation to each other, by exacting of each that he give
to dl that which he recaives from dl—has reached only those forms of
common effort which, because most general and most vitd, first
demanded its harmonizing touch.*®
Only through the reconstruction of asocid ethic based on a harmonization of self-interest
with the public interest could the principles of commonwedth overcome the forces of
wedth. But Lloyd too was unable to prescribe concrete, inditutiond dternatives. His
ideas railed againgt monopoly and the unequa didtributions of power, wedth and
resources that monopolistic capitalism cresated, but he was essentidly unable to trandate
these critiques into concrete ingtitutiona dternatives—mora revulson was considerably
smpler than political practice. Asde from hisideafor state ownership of dl large
indugtrial combinations, he was unable to peer into the complexities of economics and

inditutiona building. His mord vison lacked the materid basis for any kind of vigble

politicd trandation.
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Outside of the more pragmatic palitics of the emerging labor movement for
organization and expanded rights for |abor, the politics of inequaity was ill largely
imbued by mord rhetoric, but it did not lack intellectual substance. Each of the thinkers
saw economic equality—or some rough approximation of it—as being the materid
manifestation of political democracy and political equdity. Nonethdess, their lack of
socid scientific expertise worked againgt them. Henry George' s economic theories were
eadly countered, and during a debate with the great English economist Alfred Marshal—
the founder of modern equilibrium economics—at Oxford, he was decidedly defeated and
his ideas discredited in a public setting. George' s Significance was in his mord revulson
agang inequdlity; he, like Lloyd, wanted to show that monopoly capitaism and
democracy were essentialy incompatible and that it was a phenomenon that went heavily
againg the grain of American democratic principles. Since economic life had dways
been tied to American paliticd idedls and vaues of liberty and equdlity, the
disappearance of economic equality meant the imbaance of jugtice and liberty. Theidea
of the individua was not a problem for Lloyd, George or for Edward Bellamy, unlike the
German socidids. They sought reform—albeit radica reform—rather than radical
upheava and utopian schemes. Radica reform, however, consisted for them, at its base,
of the mord regeneration of society; in areturn to the political ethics that were grounded
in what they saw as the foundationd principles of American republican civilizetion. The
individua was not a problem, but individua sef-interest had to be checked by socid
interests. Inequdity was the result of sdf-interest unhinged from the mora moorings of

politica society and dl of society was being affected. 1t was a descent into anarchy.



The success of Edward Bellamy’snove Looking Backward was a testament to
this mora apped againgt the economic complexities of divison and depression that
plagued the late nineteenth-century. On the surface, Bellamy’s novd is one that exploits
the wdl-wrought literary device of utopia—as opposed to the actua call for utopian
socia arrangements—to cast a critical glance on American indudtrid society from the
vantage point of the year 2000.2° Its central character, Julian West, wakes up in Boston
in the year 2000 after having been in atrance for over acentury. But a another levd, it
isatde of mord growth and discovery. The Americaof the twenty first-century has
overcome the problems of class conflict, socid atomization and poverty and West's
trangtion to lifein the twentieth- century isatae of mora reinvention as he absorbs and
learns to Stuate himself in afuturistic society characterized by abundance, equdity and
peace. Socid change of this magnitude could only be effected by what Bellamy
termed—in an essay of the same name—the “rdigion of solidarity” which in Belamy’s
novel and other writings becomes “ nationadlism.” Inequality was the expresson of a
deeper cancer pulsing within American culture and society. Economics was not the
problem, it was the motives of individuasin a society that was becoming incressingly
fragmented, atomized and unequa. Mord degradation—defined paliticadly as the move
away from socid integration and toward socid aomization, the fetish of individudism
and sdfishness—was the cause of materid inequality and the decline of America's
republican experiment. Inequality was the ultimate socid ill because of its manifold
consequences, from human suffering to political imbaances of power. The economic

ethic of liberal individualism would therefore need to be called into question.®

173



174

Even as George looked back to akind of agrarian socidism based on individua
labor and Lloyd's critique of monopolies and industriglism and his cal for areturn of
commonwedth smacked of anti-modernism, Bdlamy saw, not unlike Marx, that the
emerging industria order would usher in anew era of human happiness and prosperity.
The new American Jeruslem would be built on the foundations of machinery and
technology, and equdity and solidarity would be the very stuff of itsmord collective
consciousness. The key was the imination of narrow sdlf-interest and the cultivation of
unsdfishness. Bellamy saw the individua as being comprised of a“persond” and an
“impersond” self. The former was driven by narrow sef-interest, by greed and the
dictates of possessive individuaism. When suffused by this ethic, society would drift
toward inequality and fragmentation and would produce individuas who had regressed to
their most base, animdidtic appetites. Bellamy’ sideas had a digtinctively Hegelian cadt,
arguing that a class of socid engineers, the bureaucracy, would be responsible for mass
economic planning and the maintenance of society economically and technologically.??

Theimpersonal saf would tend toward solidarity, toward socia brotherhood. It
meant the dimination of selfishnessand amora consciousness to serve the socid whole
of which each individud was an integrd part. Inequaity was not aresult of the
indtitutions of the day, of capitd or of land-rent prices. It was, rather, the result of the
dragtic erosion of solidarity, wholeness and socid responghility, of the turn to sdif-
interest and the neglect of socid cohesion and attention to collective welfare. Belamy
has Doctor Leete—Julian West' s guide through the year 2000—say: “Now that industry,
of whatever sort, isno longer self-service, but service of the nation, patriotism, passion

for humanity, impel the worker asin your day they did the soldier.”*® The transcendence
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of narrow egoism and possessive individuaism would therefore effect a redirection of
politica, socid and economic life. 1t would enable society, as awhole, to see that what
wasin the best interest for all was aso in the best interest of each. Economic life would
shift from the drive toward persona accumulation and move toward the common good.
Doctor Leete explains how this socid ethic was able to redirect the economic life of
indugtrid America

Early in the lagt [twentieth] century the evolution was

completed by the find consolidation of the entire capitd of

the nation. Theindustry and commerce of the country, ceasing

to be conducted by a set of irresponsible corporations and

syndicates of private persons at their caprice and for their

profit, were entrusted to a Single syndicate representing the

people, to be conducted in the common interest for the common

profit. The nation, that isto say, organized as the one great

business corporation in which dl other corporations were

absorbed; it became the one capitdist in the place of al other

capitaigs, the sole employer, the find monopoly in which al

previous and lesser monopolies were swallowed up, amonopoly in

the profits and economies of which al citizens shared.?*

The nationdization of production and digtribution therefore harnessed the fulll
potentiad of modern industry and the concern for the collective whole would cregte a
“Republic of the Golden Rule” But none of it would happen naturdly, the yearning for
equaity would begin to promote the needed mord transformation which would result in
the system’s collapse. As Edith Leete, Julian’s lover and the Doctor’ s daughter, says
recounting late nineteenth-century history from the vantage point of the twenty first in
Bdlamy’'sless successtul literary sequel, Equality published in 1897, “the American
people began to be deeply and widely stirred with aspirations for an equal order suchas

we enjoy. . . very soon the political movement arose which, after various mutations,

resulted early in the twentieth century in overthrowing the old system and setting up the
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present one.”?°

Socia gtruggle was an integra part of the move toward social equdity,
progress and the birth of anew American civilization.

The abstractness of Bdllamy’s prescriptions for socid change caused problems
when it came to trandating them into practice. On the whole, the mord critique of
inequality was probably correct: the maturation of capitalism and the intengfication of
modernity was causing massve socid fragmentation. But the various mord critics were
unableto link their idess with organized politica movements. What the mord critics of
inequaity shered was the political ided of an integrated political and socid community
that would be unspoiled by the excesses of industrid capitdism. Each in their own way
sought to overcome the socid fragmentation that economic modernity and economic
inequality fostered and they, like their socidist counterparts, believed that inequaity was
the means by which they could draw aitention to the problems of capitalism and
modernity asawhole. Ther utopian schemes were extensons of their politica
interpretation of American republicanism, something that was being eroded by the
advance of capitaism and the corrosve effects of laissez faire individudism. With the
move from small economic communities to industrial behemoths and dense urban
centers, the sociologicd shift from Gemeinschaft to Geselleschaft, and the dide of the
American economic ethic from individud labor and production to possessive
individuaism, these mord critics of inequaity were the last gasp of the older mordigtic
republican ideology of political integration in the face of adivided Americaand the
modernizing transformation of American capitaism.

The Omaha declaration of 1896 had considerably more pragmeétic policy

proposas than the regeneration of mord life and its reformation. Although thoroughly
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populigt in nature, it saw its palitica originsin the older republican notions of common
middle class farmers and smdll producers not unlike those that the earlier generation of
radicals sought to protect from the implications of a developing capitdism. In ther
addition to the Omaha Platform origindly laid out in 1892, the Nationa Farmers Alliance
sought astheir primary goa “to restore and preserve these rights under a republican form
of government, private monopoly of public necessities for peculative purposes, whether
of the means of production, distribution, or exchange, should be prohibited.”?® The
theme of republican government was therefore wedded to the liberd economic ethicin
the sense that individua labor was to be given primacy at the expense of combines and
corporations. But this populist strain was not surprising since the economic interests of
the agrarian sector had aways been opposed to that of capitd.

What the reformers and socidists dl shared was the critique of inequaity and the
yearning to move back from the eroding socia bonds that were, for some, its cause and
for othersthe effect of indudtrid capitdism. They were outside of the maingream. More
common was the kind of laissez faireliberdism of peoplelike E. L. Godkin. The
essential premise was that individualism was the base of American society and that
equaity—what they termed an “equality of rights’—was the only kind of equdlity that
was acceptable. Extending equality into that of condition was tantamount to the
dedtruction of individuaism through the promotion of collectivism. Laissezfare
liberdism was criticd of tariffs and any other specid privileges that the government
bestowed on corporations; but they were equally critica of the idea of economic equdity
snceit would, in Godkin's view, “prove fatd to art, to science, to literature, and to law.”

The fear of equdity asflatening out human distinctions, quashing creativity and
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annihilating individuaism would go on the offengve during this period. The maturation

of the counter-discourse legitimating economic inequality was about to take place.

L egitimizing I nequality

Themord critique of capitalism and inequdity was accompanied by araging war
between capital and labor, as Mathew Carey would refer to it in the early 1870s.
Rutherford B. Hayes deployed the army to crush the Batimore and Ohio Railroad gtrikes,
an inter-state manifestation of the growing “labor question,” and the Haymarket Riot in
Chicago became world news—all were interpreted by the mora critics of the age as
symbols of American decline. The corporate transformation of American capitalism had
its gpologists aswdl asitscritics. It is probably more correct to say that they were
gpologigs for a certain definition of liberty, or a leest of aconfiguration of liberty and
economic inequdity. The legimitaiton of inequaity would become, from this point
forward, adistinct tradition in American political thought with deep ramifications for the
present and it did this by linking the economic redlities that were unfolding around them
with what they interpreted the liberal economic ethic to mean. It was not areturn to
arigocracy and medievalism that they sought; rather, it was the understanding that
inequdity was not anathema to human liberty—as the previous generation of radicds had
indsted—but rather its ultimate redlization. The connection of liberty and economic
inequaity was therefore tied to the palitica sphere since it would now become necessary
for the gate, by and large, to refrain from interference with al economic activity.

More than in the antebellum period, the late nineteenth- century saw the

emergence of atradition in socid theory and political thought that would buttress
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arguments for economic inequdity to the present. Although it is certainly correct to
characterize this school broadly as socid Darwinist, as Richard Hofstedtter did, it is more
important to see these ideas in the broader context of American politica thought and the
implication of their idess for the further development of American political thought.?’

Not unlike Alexander Hamilton and John C. Calhoun, these thinkers—ranging from
William Graham Sumner to Andrew Carnegie—represent the maturation of an explicitly
anti-democratic tradition in American socia and political thought. That the rise of these
ideas and their purveyors was tied to the nuances of the new economic redlities of
capitalism should come asllittle surprise.

The palitical dynamic of the new social theories that were coming to terms with
the progress of indudtrid civilizetion fit into the broader trans-Atlantic revulsion a what
were seen as bourgeois notions of democracy and equdity. But in Americathese ideas
took on a very specific economic and socid flavor. Criticiam of equdity was, in many
ways, inherent in the doctrine of classicd liberalism from the start Snce it was based on a
politica order that protected individualism and amora one that was skeptica of
collectivisms of dl kinds, including thet of the state. In Europe, equdity would be the
ralying cry for the burgeoning socidist movements, but for every Marx therewas a
Nietzsche.

America, too, had its struggle with the question of equdity and its relaionship to
democracy and human progress. But Americans, of course, had a cruder, more brutal
tradition upon which the discourse of socid inequaity could be framed. Decades of
debate and thinking about davery had convinced enough thinkers that any kind of

absolute equality was anathemato nature itself.?® Hamilton' sideas about the necessity of



economic inequality—that it was the essentia counterpart to economic devel opment—
was not something that many political economists looked upon with admiration. But
Hamilton's ideas were il in tune with a predominant understanding of liberd thought of
the elghteenth- century: that the difference between “naturd” and “palitica” equaity
needed to be delineated. Equality before the law was—when it came to white, property-
holding men—taken asa given. But the idea of trandating that into the physicad and
materid world—i.e., the world of individud effort, skill, talent and property
respectively—was largely condemned as leveling and, in the end, utopian and
destructive.

Indeed, although Calhoun’ s ideas were primarily amed at the debate over davery
and the protection of that ingtitution in the South, they also touched upon a much broader
notion of the danger of economic equality, or the equdity of condition. Morethan a
defender of davery, he was dso a deeper critic of American democracy and the idea of
equdity itsdf. Hewas keenly aware of the changing nature of the American economy
and saw that the future of the nation would no doubt see the exhaustion of davery asan
economic order. It was therefore inequdity as such with which Calhoun was concerned.
Conceding that the essence of popular government was an “equdity of citizens, in the
eyes of the law,” to move beyond thisinto the equdity of condition would undoubtedly
“destroy both liberty and progress.” Inequality in condition—i.e., in materia terms and
economic welfare—was rooted in akind of naturd equdity between individuals. Going
againd this naturd inequaity would therefore interfere with the redlization of liberty:

Now, asindividuds differ greatly from each other, in intdligence,

sagecity, energy, perseverence, skill, habits of industry and economy,

physical power, position and opportunity—the necessary effect of
leaving dl free to exert themselves to better their conditions, must
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be a corresponding inequdity . . . The only means by which this

result can be prevented are, either to impose such restrictions on the

exertions of those who may possess [ahility] in ahigh degree, as

will place them on alevel with those who do not; or to deprive

them of the fruits of their exertions. But to impose such restrictions

on them would be destructive of liberty—while to deprive them of

the fruits of their exertions, would be to destroy the desire of bettering

their condition . . . and effectudly arrest the march of progress®

Cahoun knew that inequaity would persst even after the present system of
agriculture and davery had been abandoned by the marching advance of the economic
system. The coming indugtria order that he saw from the vantage point of the late 1830s
was one that pitted capitalists and “ operatives,” or laborers, against one another. This
was not to be seen as unnaturd; it was the result of progress, and it was the firm basis of
civilization arguing that there would be a*“ contest between the capitaist and the
operdives, for into these two dlasses it mug, ultimately, divide society.”° Calhoun's
ideas may not have been hegemonic a the time, but they evidence an interesting, and
oddly persstent, intdllectud linkage between economic or materia inequaity—grounded
in naturd didtinctions of individud skills and talents—and paliticd liberty. Thisview
would become an ingrained perspective judtifying inequdities in American socid and
politica thought up through the present. Ideas in the post-Civil War era about inequdity
were not so much the intentiona development of the older ideas like those of Hamilton
and Cahoun; they were, instead, the theoretical articulation of the anti-egditarian
impulse that was dways indigenous to American thought.
With the rise of industry and the massive socid dratification that accompanied it,

anew generation of thinkers would deepen this inegditarian tradition. The greeat

indugtridists of the day would see their efforts as entitlements.  Inequdity could be

judtified in the name of progress, in the name of development, modernization. Jay
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Gould's famous phrase “We have made the country rich, we have developed the country”
was hardly mere rhetoric. 1t captured the way that those who wanted to defend and
judtify the newly dratified society would think. Asthe mord critics like Bellamy and
Lloyd knew al too well, indudtria capitalism was an assault not only on the doctrine of
equdity, but on civilization itsdf. For the gpologists of this new socid order, it would be
ameatter not only of protecting their newly found interestsin intellectud terms, but dso—
for those who did not have specific capitdist interests—a maiter of reconciling economic
modernity with notions of progress and prosperity. Capitalism may have begun to exhibit
itstrue face, but it was through the same classic categories of individua effort and
economic individuaism that these gpologists would cast their arguments. Hence, theidea
of economic liberdism could be seen to cut both ways—it was now becoming a matter of
interpretation rather than a contest between civilization and barbarism.

The ethicd and socid theories of William Graham Sumner would atain ahigh
degree of intdllectud influence in the late nineteenth and early twentieth- centuries and
they would come to legitimize economic divisions through a thoroughly developed
sociologicad and mora system.  Sumner’ swritings were not intended as an explicit
gpologiafor the new indudtriaized aristocracy, but they were the most coherent and most
influentia theoretical and mora notions about socid divisions and inequdlity up until thet
time. Whereas politica economids like Henry Carey had seen optimism in the
development of the American economy through what he saw asitsinevitable ability to
cregte inequality between various classes and hence a“harmony of interests,” Sumner
reversed this notion. He saw economy, polity and society as grounded in the forces of

nature that Darwin had theorized and which prominent thinkers like Herbert Spencer had



transferred over to society but also as the product of socid mores and customs that had
st inover time. It was clear that Sumner’ s conservatism would prove a powerful
defense of inequality and socid division the resonance of which would not be lost on
contemporary consarvative thinkersin America. He would succeed in privileging the
category of liberty over that of equality and show that American society—its economy,
legd system and its polity—was, without the meddling interference of the “sociad
doctors,” histerm for civil servants, the idedl political and legal system to redlize human
liberty.

Sumner’saim was to strip mord and “ sentimenta” impulses from socid andysis
and to show that the status quo of American society—and here he specifically meant to
focus on the dlass inequdities of his day—was the best suited for the redlization of
human liberty. Reversng George' s dictum that progress and poverty were two sides of
the coin of economic development, Sumner aso wanted to clam that the interference

with the activity of capitd wasin fact the cause of socid misery and poverty, not the

reverse. Society as awhole progressed and increased its standard of living as capita was

freed to unfold and operate according to its own logic and the logic of its owners. It was
only when the economy was alowed to work fredly that liberty could be redlized since
liberty was concelved as a set of laws and ingdtitutions which “ cregte great organs of civil
lifewhich can diminate, asfar as possble, arbitrary and persond elements from the
adjustment of interests and the definition of rights”*! For Sumner, liberty wasto be
emphasized over democracy; the former was a greater vaue than the latter Since it
accorded with the rational distribution of the fruits of Iabor, talent and skill. To assume

equaity among individuas was sheer nonsense. Just as Jeremy Bentham had mocked the
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idea of Naturd Law theory in the eghteenth-century by cdling it “ metgphyscs on lilts,”
Sumner was equdly critical of Natura Law doctrines preferring a postivist interpretation
of political and legdl categories.

At the heart of Sumner’s economic and socia theory was the notion that interests
were grounded in innate human needs such as hunger, love, vanity and fear.®® This
provided him with a naturdistic basis for economic motives which were matched by
innate differencesin kill, taent, drive and intelligence. But aso there was the economic
ideathat the nature of society and politics was governed by the relationship between
population and available land. With alow population and abundance of available land,
society and government would be less competitive and less savage; the opposite ratio
would necessitate intense competition, “earth hunger arises, races of men move across the
face of the world, militarism and imperidism flourish, conflict rages—and in
government, aristocracy dominates”*® Inequality was therefore the direct outgrowth of
this“naturd” Mdthusian Ricardian economic framework: only the most fit would
survive the socid competition for existence. The fortunate by-product of this was that
competition would result in socid progress since it would alow the cregtive and tdented
to mobilize their skills and abilities which, in the end, benefit everyone,

Sumner’ s ideas were therefore not amply ajudtification of capitalism, nor was he
trying to dign the new industria order with what were seen as American politica
principles. Instead, Sumner wanted to show that the mora pleasantries of equality were a
sentimentaism of the past. The scientific understanding of man’s nature and of modern
society madeit clear that economic inequaity was not only necessary, but thet interfering

with it was essentidly an intrusion into liberty itsdf. The judtification for inequdity was



therefore one that had remarkable affinities with the ideas of Calhoun and other critics of
the doctrine of equdity on the basis that equality and liberty were not—as Tocqueville
had believed—compatible. Modern industrid capitalism therefore required economic
inequdity, there could be no separation of the two. Hence, argection of the redlity of
economic inequaity was not only algpseinto pre-scientific sentimentaism, it wasdso a
reection of modernity as well.

Some have said that Mr. Stewart made his fortune out of those

who worked for him or with him. But would those persons have

been able to come together, organize themsdves, and earn without

him? Not a dl. They would have been comparatively helpless. He

and they together formed a great system of factories, stores,

trangportation, under his guidance and judgment. It wasfor the

benefit of dl; but he contributed to it what no one ese was able to
contribute—the one guiding mind which made the whole thing

possible3*

Sumner’ s ideas about competition and socia progress set the stage for the theories of
economic inequdity. Although they were to fal out of fashion during the Progressive
era, Sumner gill was able to place the inequaities generated by capitalism in a quas-
scientific framework. Hisideas rested on the smple dictum that * persons who possess
the necessary qualifications obtain great rewards’; > the legjtimation of social
dratification was a Smple extenson of the liberad economic ethic, depoliticized and
transplanted into the context of industria capitalism.

Even though, ultimately, the discourse that legitimized economic inequdity was
not powerful enough to hold back the massive strains that the system was causing, it
provided an important conservative justification for the excesses of capitdism by
wedding an anti-egditarian theory with the doctrine of persond liberty and politica

freedom. Before libertarians would attack the state for its redistributive mechanisms,
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Sumner was able to ground a thoroughly modern critique of economic egditarianiam, one
that il preserved politica equdity by splitting off the economic and political spheres
from one another. No longer was it possible to see the relationship between economy and
society asit had been interpreted in the post-revolutionary era. Indeed, the crucid
transformation of the libera doctrine during this period reflected the emerging
differentiation between economy, polity and society. Economic liberalism had dways
been the backbone of the theories of socia justice and equaity since in the presence of a
pre-capitalist market society devoid of palitica influence, nepotiam and privilege it was
the only way to critique the kind of encrusted power relationships that were characteristic
of pre-liberal society. But now that the economic context had transformed, the libera
economic ethic was being fused to anew set of socia and economic goas and economic
inequdity could be judtified using the same liberd categories of individua labor, kill

and the right to property.

Sumner’ sideas—asinfluentid as they were—were only an aspect of the way that
laissez faire doctrine was adopted. Sumner’ sideas were explicitly anti-egditarian, but
the doctrine of laissez faire became a serious issue in the late nineteenth- century in
Americaaswell as England. Spencer’s The Man Versus the State, published in 1884,
laid out the firm argument that state intervention was opposed to liberd individuaism.
State interference was inherently opposed to the idea of liberty; the sate stood for
coercion and any extension of the state’ s role beyond that of enforcing contract—what
Spencer referred to as “ anarchy plus the constable’—amounted to the erosion of liberty
in economic affars and, in the American interpretation of things, the eimination of

freedom itsdf. This gpologiafor capitd and laissez faire therefore exploited a narrow



interpretation of American political categories and transformed Hobbes and Locke from
libera thinkers a the roots of American democratic ingtitutions to radicd libertarians. It
was an ideology that would rise again, with even greater power, one century later.

In this way what thinkers like Sumner, and even Cahoun before him, privileged
was not smply the interest of one particular class over another; thisis far too smpligtic.
What they were able to achieve was the purging of ethical and mord categories from
socid theory and andysis. They were able to reinterpret liberty and the entire American
brand of liberdism itsdlf as aradicd individudism that was—when framed in the context
of a capitaist economic framework—conducive to progress. It was not an ideology that
embraced the past, a conservative ideology that sought to prevent progress and
modernity. Sumner and others who followed his ideas were different from George,
Lloyd and even Bellamy in the sense that moral categories were seen as obstructing
socid progress. Although Carnegie would see the tragedy of the dark sde of capitalism,
for Sumner there was a natural order that was evidenced not by some static ordering of
classes but, rather, in the free dynamic fluidity of society which meant that the date
needed to refrain from concretizing ethica impulsesinto ate intervention. Unlike older
consarvatives who saw that equality was athreat to asocia order of privilege, Sumner
and Cahoun saw that the “naturd” workings of the economy and of socid progress
worked best when mora entanglements were effectively removed. Politics was therefore
reduced to its most base Hobbes an € ements: freedom was a freedom of contract and
safety from areturn to the state of nature.

Legitimating inequdlity ideologically went hand in hand with the structurd

redities of late nineteenth- century economic life. The ability of working people to
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organize and make effective demands not only for higher wages but other improvements
in their working life was also contested by what Sanford Jacoby has referred to as the
“exceptiondly high degree of employer hodtility” which was present in the American
economy from the late nineteenth- century through the turn of the century.*® What was
being forged was an ideological understanding of American life which would, in time,
outlive the structura imperetives of thetime. In the late twentieth- century, the
inegditarian tradition in American poalitica thought would reemerge, but it would have a
very different redity to sruggle agang: namely, that forged by the ideology and policies

of the Progressive and New Dedl eras.

Bringing in the State: The Formation of the Liberal-Capitalist Consensus
Whereas both the mord critique of inequality and capitalism on the one hand and
its pseudo- scientific defense on the other were both unable to dedl with the practica
problems of a divided society, the intellectuals and policy makers of the Progressive Era
were gble to crystdlize different ideass and mora impulsesinto socid policy. For
Progressives, the late nineteenth-century was rightly seen as having |eft alegecy of
economic divisons and an economy that was, for dl intents and purposes, out of control.
By the time that Edward Bellamy had written Looking Backward, the economist Richard
Bly—the teacher of both Woodrow Wilson and John Commons—could write, addressing
the “workingmen,” that “[w]hile the mgority of you rgect socidism, | am certain that
most of you agree with me that dong certain lines the function of the state should be
incressed. Government cannot do everything, but it can do much.”®” In essence, this

sentence encapsulates the direction that the discourse on inequdity took during the
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Progressive eraand it is one that was ingrumentd in forming aliberd-capitaist
consensus that lasted essentialy up until the late 1970s. The turn was againg radicaism
but toward the limiting of economic disparities through state mediation. The disasters of
the nineteenth- century economy could no longer be denied and, athough there would be
broad disagreement among them about specific policy prescriptions, thinkers of the
Progressive erawould respond in order to degpen American democracy and preserve
indugtrid capitaism.

The Progressive and New Ded eras have been the subject of much andysis and
interpretation, but one theme is dominant: that the excesses of industria capitdism and
the laissez faire doctrines of the late nineteenth- century were viewed by the emerging
academic and intdlectud dite—not to mention the broader public—with deep suspicion.
Critica of the ideas of people like Spencer and of judicid doctrines that upheld laissez
faire, they began to turn to the state to provide more public goods and to question the
economisgtic and libertarian notion of “liberty” that was being privileged. They did see
what was a stake. On the one hand, they saw that the march of socia, economic and
technologica progress was bound to lead to some degree of socid dratification, this was
the price of modernization. Business elites were not to be seen smply as monopolists,
they were dso a the same time unquestionably the engines of economic growth and keys
to the progression of amodern civilization. But they were aso fully cognizant of the
consequences of industrialism and unrestrained capitalist growth, most importantly
economic inequaity. And it wasin thislatter redization that makes so many Progressive
thinkers crucid in understanding the way that the discourse on economic inequity

would change during the beginning of the twentieth- century.
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Pressure had been building for some timein American over the abuses of
cagpitdism and the ineffectualness of palitica life to stop its excesses and corruption. In
the late nineteenth-century in both literature and journdism, the writings of the
Muckrakers had broadened public attention to what were the worst aspects of American
indugridism. Ida Tarbel’swritings on Standard Qil, Lincoln Steffens’ probing of the
abuses and corruption of locd palitics and the novels of Upton Sinclair and Frank Norris,
among others, were dl centrd in creating a new awareness of the abuses of capitalism.
Norris The Octopus focused on the politics and the socid effects of railroad
monopolization while his McTeague tdls the story of greed and individuaism that—not
unlike the mord critics of the late nineteenth- century—saw as wreaking havoc on
American mord and socid life. Upton Sindlair' s noves such as The Jungle, Qil! and
King Coal were indrumentd in not only exposing industrial abuses and scandds, but also
in nutrifying a broader trend that was emerging in American society: acritica discourse
on laissez faire economic life and its palitical, socid and mora ramifications. Their
critical discourse was dso being mirrored in intellectud circles, athough it there it would
not tend toward outright radicalism.

The transformation of American society during the first decades of the twentieth-
century would therefore need to reconcile capitalism with some sense of democracy; it
would need to integrate the Sate into economic and socid life in order to mallify
inequalities. Progressive intellectuas were by no means egditarians but they did see that
the excesses of laissez faire capitalism needed to be counteracted by the indtitution of the
date. Asearly as 1886, the economist Richard Ely was explicit about this program:

While dl the mongrous inequdities of our times can by no means
by upheld by good men, while many of those inequdlities, the fruit



of evil, can beget only evil, remember that nothing more disastrous

to you could hgppen than to live in asociety in which dl should be

equas. Itisagrand thing for usthat there are men with higher

naturesthan ours, and with every advantage for the development

of their faculties, that they may lead in the world' s progress, and

serve us as examples of what we should strive to become.®®
Progressive thought saw economic inequdity as aprimary assault on America’'s
democratic traditions and any possibility for ademocratic future. But more importantly,
they were able to see that modernity placed new demands on intdllectuads and specidists
and that the complex ordering of amodern, industria society would need to be explicitly
taken up. Ely was not donein hisview that the state smply had to be brought in and that
inequaity was an emerging mord aswdl as political problem. Charles Spahr’s An Essay
on the Present Distribution of Wealth of 1896 was the first mgor empirica study which
showed the massve inequities of wedth at the end of the nineteenth-century, and it
would be cited even a decade later as an empirica source describing a deeply and
antagonisticdly divided America

I ssues about distributive justice would give way to the Progressive vison of the

expanded state and to a more complex idea of the relation between the economy and the
date. But the gpology for laissez faire would sill be able to assert itsdf. Christopher
Tiedeman argued that the right to property protected individuas from any form of
interference by the state or other organizationa bodies who sought regulation or any kind
of redigribution. His Limitations of Police Power was adefense of akind of
individudigtic liberalism that Progressive thinkers would cometo deride. Thelibera
idea of property rights would not disgppear, but its influence would be considerably

overshadowed by a newer idea of American democracy and an insistence that the

economy had to be steered toward more democratic ends. The Progressive assault on
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individudigtic capitaism would ultimately culminate, in the New Ded, in apoliticd
environment sengtive to the interests of organized labor, but it would aso forge a
consensus between capitaists and workers with the state which would last well into the
twentieth-century.*® 1t would hold the laissez faire impulse a bay while formulating a
newer conception of politica and even economic rights.

Progressive thinkers began to have a dominant influence on the intellectua
discourse in America beginning in the late nineteenth century and their views would
radicaly transform the way that economic inequality was viewed and the waysin which
it would be confronted. In addition to Ely, Henry Carter Adams would attack the notion
of laissez fairein his essay “The Rdation of the State to Industrial Action” and Charles
Cooley would put forth a distinction between caste systems and more dynamic and fluid
class systems characterigtic of the United States arguing that the latter provided more
impetus for innovation, persond sdf-expresson and was less likely to lead to permanent
forms of socid inequdity. All embraced afath in cagpitalism and markets, but they saw
that it was an imperfect system, one that was in need of regulation and reform. These
thinkers collectively would begin a reorientation of American intdlectud affairs and the
changed discourse they provided had a decisive impact on the way that economic
inequality would be interpreted, viewed and dedlt with from the standpoint of policy.*°
But it would dso lead to alegitimation of a certain kind of socid order that would prevall
throughout the twentieth- century. In short, Progressive intellectual s wanted to avoid
radicalism and, for that matter, egaitarianism and this was the product of their
particularly moral and even religious intdlectud and ethical roots** They were aware of

the dangers aswel asthe immordity of the way that laissez faire or individudigtic
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capitaism wreaked havoc on the populace and dl of them saw—to a greater or lesser
extent, depending on who it was—that a new understanding of democracy was needed
and which they would seek to provide. They would weave an intellectud framework
which would reconcile the fractious relationship between capital and labor into anew
consensus and et the stage for anew conception of economy, polity and society.
Although published well after the intellectud influence of the Progressives within
the academy was firmly established, Herbert Croly’s highly influentid book The Promise
of American Life, published in 1909, was the pivotal text for a set of ideas that
emphasized the need for reform—reform which would reestablish and renew a sense of
national purpose and democrétic redlization, and first and foremost this meant attacking
the problem of economic inequdity. For Croly, the problem with inequaity was smply
dated and it looked back to thinkers like Adams and Jefferson and their privileging of the
politica over that of the economic: “The exigting concentration of wedth and financid
power in the hands of afew irresponsble men is the inevitable outcome of the chaotic
individualism of our political and economic organization, whileitisinimica to
democracy, because it tends to erect political abuses and socid inequditiesinto a
system.”*? For Croly, economic inequality in Americawas being systemically
reproduced. He noted how the divisions of economic power were widening and that the
ability to close the gap between rich and poor was dso becoming increasingly less likely
aslong as those that had amassed great wed th sought nothing less than the protection of
their own interests at the expense of the public. Conservatives, he argued, put forth a
narrow interpretation of rights which existed solely to protect contract and did not

conceive of democracy as anything outside of economic utility. Politica life was being



194

subordinated to economic life and since the logic of the market was seeping into the
fabric of American life, the only way to combat inequality as well asthe “ chaotic
individualiam” of the time was through areinvention of politicd lifeitsaf.

Croly’ sideas about economic inequality were characteristic of a more advanced
conception of democracy that ingsted on what Croly referred to as “mutud ties and
responsihilities”  Inequdity split the interests of individuas into different segments
which, in turn, shattered the cohesive, underlying unity that democracy requires. Thisdid
not mean aradica overturning of capitaism but the dimination of grossinequdities by
taxation and the returning of what he referred to as an “ excessive measure of reward” to
the community so asto “secure for the whole community those ementsin value which
are mede by the community.”** Croly’s understanding of the connection between
inequdity and the erosion of democracy was important, for it pointed toward amore
active role of the state (for regulation) and away from older ideas of democracy—what he
referred to as “traditional democracy” —which was based on narrow interpretations of
rights, individualism and socid wefare. Croly fused the political and economic spheres
by connecting the problem of equd rights with that of the madigtribution of wedth under
asystem of private property: in no way was it possible, under such asystem, for there to
be both equd rights and equa opportunities for exercising thoserights. If left unfettered,
the result would be the gradua withering away of nationd purpose and of democracy
itsalf.

The Progressive response to economic inequality spurred anew conception of
palitica rights, one that brought issues of the economy and the inegditarianism it created

together with new conceptions of political democracy and public wefare. 1t envisoned,
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as Walter Weyl’ s phrase indicated, a“new democracy” wherein democracy would no
longer be interpreted in its older Jeffersonian and Jacksonian manifestations, i.e,, as
laisxez fare individudism. The new democracy was emerging out of what Weyl cdled
the “new socid spirit,” one which was separating America from its crude past and
propelling it into a more democratic future. Weyl, was one of the new proponents of a
“socidized democracy,” which saw the older individuaigtic form of society as crude
because it halted progress and, more importantly, eroded the socia foundations for the
deepening and extenson of democracy. The madigtribution of wedth was smply the
highest form of socid ill that this conception of society produced. What Weyl was able
to percelve was that the “individudistic’ democracy that had characterized American
society from its inception was producing a fragmented, atomized and anomic society
where plutocracy was beginning to erode prospects for any kind of democratic future.
What the new socid spirit called for was a “socialized democracy, which conceives of
society as awhole and not as amore or less adventitious assemblage of myriads of
individuals™**

The foundations of liberd individudism needed to give way for the emergence of
ademocracy built around assumptions of the public good. It was, in this sense, an
interpretation of civic republicanism from the point of view of modernity: state
indtitutions would pick up where the older forms of civic virtue had |€eft off. Progressves
like Weyl and Croly aswell as thinkers like Dewey saw the need to embrace amore
demoacratic modernity in order to overcome the shattering social consequences of the
Gilded Age. Plutocracy was, in Weyl's estimation, merely temporary since it was being

effectively counteracted by the emergence of “socidized democracy.” Individuaism was



therefore no longer what it had been in the late eighteenth century, initsclassicd liberd
guise—it was now little more than an apologiafor propertied interests which acted at the
expense of the public good.
In the socidized democracy towards which we are moving, dl these
conceptionswill fdl to the ground. It will be sought to make taxes
conform more or lessto the ability of each to pay; but the engine of
taxation, like al other socid engines, will be used to accomplish
great socid ends, among which will be the more equa digtribution
of wedth and income. The state will tax to improve education, hedth,
recreation, communication, “to provide for the common defense, and
promote the generd welfare,” and from these taxes no socid group will
be immune because it fails to benefit in proportion to cost. . . . The
politica liberties of the people will be supplemented by other provisons
which will sefeguard their industrid liberties®
The sentiment of thinkers like Weyl and Croly would therefore effect afundamental
intellectua reorientation away from the older ideas about inequdity and individuaism
and toward an attempt to halt the dide toward economic society away from political
society. Weyl, Croly and Dewey knew that such adide had a grave impact on palitical
life, mordity and ethicd life. They knew that, in Weyl’swords, “[t]o-day the chief
redtrictions upon liberty are economic, not legal, and the chief prerogeatives desired are
economic, not political " and that the effect of this was nothing more than the erosion of
democracy and the sacrifice of human progress.

Unlike George, Bdlamy and Lloyd, they were able to trand ate the critique of an
atomized, fragmented society rife with economic inequality and socid antagonism into a
working aternative that contained inditutiona concerns and one that involved amora
redirection of the way in which the relationship between economy, polity and society
related. Thelr critique was not merdy mordidic; they were able to glimpse the crucia

ingght that the character of political and economic life was rooted in the particular ethical
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ideas that members of society held and that ideas could be concretized into political
inditutions. George, Bellamy and Lloyd—each in their own way—Iooked to the past to
ground their critiques of the present and their pathways to the future. George's
economics embraced a libera economic individudism; Lloyd' s criticiam of indudtrid
modernity was cast as the source of a socidly corrosive individuaism; and Bellamy's
notion of a“rdigion of solidarity” fed off of ideas of solidarity that were foreignto a
modern society marked by class divisons and growing ethnic diversity. But thiswas not
what characterized the ideas of Weyl, Croly and others. For them, the emergence of
modernity required a reorientation of democracy by expanding what democracy meant as
well as expanding the role of the Sate to achieve common, public ends. Primary among
their concerns was the economy and the amelioration of economic inequaity. They were
ableto link the category of palitica rights with the problem of economic conditions. As
a genera movement, Progressives sought nationd progress through amord reinvention
of the nation, and this was accompanied by a redefinition of the role of the state and a
reconfiguration of polity, economy and society.

It was this reconceptualization of democracy that would essentidly steer
American society from one based on economic and socid laissez faire, marked by
anomic individudism and inequdlity to one of socid respongbility and sate intervention.
Ther enemies were the familiar coterie: the adherents of the classica economists,
especialy Adam Smith, and other libertarian thinkers criticized Progressive idess, but in
the end this was hardly of any real consequence. What would emerge as a liberd-
capitaist consensus was not the product of this struggle of ideas but of the admission of

Progressve intellectud s—from Ely and Cooley on through Clark, Croly and Weyl—that



capitalism, more specificdly indudtria capitalism, was one of the key dements of socid
progress, of human freedom and happiness. Unlike the socidigt thinkers of the time,
their opposition was not to the system itself, but to the effects of the system’ s abuses and
EXCESES.

This tendency in the thought of Progressives would have a deep impact on the
way that economic inequdity would be conceived for most of the twentieth-century.
There was no regjection of capitalism or even large scae corporatism. Croly indsted that
“[t]he huge corporations have contributed to American economic efficiency. They
condtitute an important step in the direction of the better organization of industry and
commerce”*’ But there was a reformist mentality which gave way to deeper ideas of
politica and socid change. Fighting inequdity and socid fragmentation did not
necessitate, for the reformers, the eimination of capitalism. Socidists like John Spargo,
by contrast, would till ingst that class divisons and socid fragmentation could not be
properly addressed without jettisoning capitaism itself.*® But the American radical
project would be thwarted by the emergence of the expanded state and its crusade for
economic and socia security. Progressive intellectuds saw that areworking of state-
economy relations would enable both economic and technological growth and a more just
digtribution of economic product. Capitdism in and of itself was not the centra
problem—the entire system of laissez faire was and to combat this, the state needed to be
redefined, reworked, and brought in.

The erosion of the older |abor radicaism that had been centered on the
elimination of wage labor was aso a centra aspect of the way that a new consensus

between labor and capita could be reached. The older ideology that saw wages as an
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entrée into wage davery and servtiude were giving way to the newer ideathat working
people—through labor unionism and activism—should increase their share of wages
thereby evening out the unequal power between labor and capitd. The massve
expangon of the American economy made the proletarianization of the American
working class al but complete, and athough it began in the late nineteenth- century, its
political effects would begin to be seen in the early twentieth.*° Indeed, the shift in
ideology from anti-wage labor to the acceptance of the wage system was, as Lawrence
Glickman has argued, “ perhgps the most sgnificant ideologicd development of the late
nineteenth-century since it entailed a redefinition of the meaning of freedom,
independence, and citizenship.”*® This shift meant an acceptance of capitdism asan
indiution and way of economic life, something that the radica egditarian critics of the
ante-bellum period would never have accepted. Now working people who suffered from
economic inequdity would be forced to confine their arguments to the push for higher
wages rather than atransformation of the economic systlem asawhole. In so doing, they
would embrace reform over more radical solutions to economic inequality and the
friction-ridden relationship between capita and labor.

Thisideologica transformation would redefine the very ways that workers saw
themselves. no longer as* producers’ as they had in the early nineteenth-century but now
as consumers, of wages primarily.>! Equaity could be achieved not by diminating
capitaliam, but by pushing for higher and higher wages through labor organization. Ira
Steward, one of the main theorigts of this shift in labor ideology in America, was direct
about this point when he argued that “the way out of the wage system is through higher

wages, resultant only from shorter hours.” The emphasis on equdity was therefore
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shifted to anew set of ideas. Working people would be able to improve their overal
quality of life by ingsting on higher wages and shorter hours. This would soon become
the vison of the American labor movement as Samud Gompers would point out in 1919
when he argued that “1 believe that as time goes on the wage-earners will continue to
become larger sharers per dollar of the wealth produced.”® Gompers wanted to see the
rights of working people tied to their ability to live according to civilized standards of
living—to do this, workers would constantly need to push for higher wages to
accommodate their needs. This new emphadis on a“living wage” would come to
dominate the rhetoric not only of the labor movement itsdf, but of the broader politica
debates of the early to middle twentieth-century.

Indeed, as an extenson of Progressive thought about the economy, inequality and
the role of the state, New Ded thought became the ingtitutional paradigm for American
politics and poalitica and socid theory through the 1960s. The new philosophy of society
that began to emerge with the Progressive thinkers codified a new relationship between
state and society even asit served to de-radicalize the way thet labor and capitd werein
conflict.>® The scarring effects of economic inequaity brought to consciousness among
American politica theorists the need for anew conception of the State, one defined
agang the laissez faire minimalism of the past century and oriented toward new moral-
palitica gods. The stubborn existence of economic inequality had convinced many
American political thinkers that the narrow libera individualism thet was born in the
e ghteenth-century and which had co-existed with the growth of a grotesque socia order
during the nineteenth had to be reformed, even transcended. Against the older ethos of

libera economic individuaism, the move toward conceptuaizing the public good came
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to be cagt in socid terms rather than individudistic ones. It emphasized the need to
abandon the encrusted view of powerful ites that individualism was akin to liberty and
that private property and resource ownership was the only path to efficiency, fairness and
socid progress. Thus Thurman Arnold argued when he wrote in his book The Symbol s of
Government that “[tJhose who rule our great indudtrid feuddism 4iill believe indterably
the old axioms that man works efficiently only for persond profit; that humanitarian
ideals are unworkable as their principle am of government of business organization: that
control of nationd resources, dimination of waste, and a planned distribution of goods
would destroy both freedom and efficiency.”>*

The older mord critique of capitaism and inequdity that was so vibrant in the
late nineteenth-century were largely seen as utopian, but not incorrect in their
perceptions. Then as now, the key concern behind the critique of economic inequality
was not a smple concern with distributive justice, but a deeper fear that inequdity was
eroding socia cohesion and threstening the humanigtic ends of socid life. A new kind of
democratic theory was beginning to arise that identified the public as the centra place
where democratic accountability would lie and it would serve as atheoretica regulative
idedl judging and, in many cases guiding, the inditutiona reforms of the New Dedl era
John Dewey’s The Public and Its Problemswas one of the more prominent texts which
would provide new normative ingghts for the understanding of the interaction between
state, society and economy.>® For Dewey, the idea of the “public” was defined as“all
those who are affected by the indirect consequences of transactions to such an extent that
it is deemed necessary to have those consequences systematically cared for.”>® For

Dewey, modern life posed new problems for the older understandings of community and



date. Before the modern era, it was commonly seen that deliberate transactions between
two or more people were essentialy isolated acts circumscribed in and of themselves; but
the modern understanding of a“public’ meant that the new economic inditutions of the
time, modern technology and so on, had unintended effects on others; as such, the public
interest could not always be served by the activity of sdf-interested individuds.

Dewey was able to conceive thisin Hegdlian terms. Economic modernity had
crested a Stuation where civil society—which in Hegel’ s formulation was defined by
aomidtic individudism—had overcome mora obligations of individuds toward the
public good. Economic inequaity was effecting a breakdown of socia bonds, but it was
aso corrupting the ability of individuas to leed a cregtive and free life. The
individudigtic atomism which accompanied the economic nature of civil society (Hegd’s
burgerliche Gesellschaft) could only be overcome through the machinations of the Sate;
through indtitutions which objectified the public good through rationd law guided by
what best for society asawhole. The problem with American liberdism was not that it
had existed in the first place, but that it was unable to change with the historical context.
The early forms of liberdism which had railed againg palitica oligarchies, feuddigtic
socid arrangements and Church authority had aso created the ided of economic
autonomy as ameansto those ends. But in the modern context, this form of libera
individualism had a corrosive effect on society—economic inequdities were the
empirical referent for this breakdown of social bonds but dso of the bresking down of
America s democratic political and cultura order. What Dewey termed “ socia
liberalism” was most developed phase of libera philosophy, one that relegated individua

autonomy to the ream of thought and free inquiry and placed concerns of the public good
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and broader socid interests and concerns into the hands of the state. Dewey was able to
parse the class character of laissez faire liberd individudism since it “is absurd to
concelve liberty asthat of the busness entrepreneur and ignore the immense
regimentation to which workers are subjected, intellectud aswell a manua workers”®’
What was needed, in Dewey’ s formulation, was a recongtruction of liberal theory to
accommodate the complexities of the modern age.

The turn away from individudigtic liberaism and toward the ingtitutiond
congruction of the welfare state was therefore a reaction against the economic effects of
capitdism. Inequdity was foremost among them since it was the question of digtribution
and redigtribution—and the role of the state in this activity—which was of primary
importance before and during the New Dedl era. True, the Great Depression was the
primary motivator for the emergence of the welfare state and the Roosavelt
adminigtration was forced to take the interests of [abor into account due to the labor
movement’s growing influence. But the intellectud environment in which the wdfare
dtate was born requires emphasis since without the intellectua and mora reorientation of
both the bureaucratic dite and public intdlectuds, these new dtate indtitutions would
have scarcely been possible. A new sympathy toward labor unions, the poor and the
expanded role of the state required a transformation of the mord-political sphere.
American political and socid theory effected an intdllectua and mora-politicd
reorientation away from the crude, atomistic individuaism which marked the previous
century and a haf of American palitical and economic life toward a new conception of
date/society relations. The effects of economic inequdity in the late nineteenth- and

early twentieth- century therefore had a profound impact on American political thought;

203



204

leading to ideas that cdlled for the state not only to enter into the activity of redigtribution,
but to take over where the market was unable to provide. Thiswould remain the active
ethic of the welfare state well into the 1960s where the Great Society programs of the
Johnson adminigiration were extensons of this shift in reations between state, society
and economy that anticipated the intellectua reaction to economic inequdity that hed
been the hdlmark of American society from the late nineteenth- century through the Great
Depression.

The equdlity in income and wedlth digtribution which was achieved during the
1940s and 1950s was not only the result of the sharply progressive tax policies of
Roosevdt' s adminigration. 1t was more importantly the result of the expanded power
givento labor. The Wagner Act, Walsh+Hedly Act and the Fair Labor Standards Act
were integral to raising the wages of workers and to combating the systemic inequaities
that had been increasing snce the middle of the nineteenth-century between capitd and
labor while the Tax Act of 1935 worked to reverse the trickle down economics of the first
three decades of the century. Economic inequaity was now on the agenda of American
paliticsand policy. And it was palitics more than ideology which limited the expansion
of thisinditutiond crusade. Roosevet's policies had thoroughly dienated capitaist
interests in favor of labor.>® Labor's radicalism was decisively curbed in the immediate
post-war years as conservative forces surged againg the growing power and influence of
labor. Groups like the National Association of Manufacturers (NAM) and other pro-
business organi zations mobilized. But the conflict between labor and capita would take
on adifferent flavor from that of the late nineteenth-century, one contained by the liberd-

capitdist consensus created by Roosevet's policies. By being given participation in the



economic and politica process, labor was able to have ahand in raising wages and the
date' s progressive income tax provided further redistribution relief. Inequdity was by no
means eliminated, but it was S0 attenuated among such a broad section of the population
that labor’ s reconciliation with capitaism was approaching completion.

But at adeeper leve, there dso emerged an intellectud crissin New Dedl
liberdism. Although Dewey had cdled for a“socid liberdism” which would accentuate
the need to oppose the individualistic capitalism that had crested the economic divisons
of the recent past, it was not clear that this project would be successful. Indeed, athough
the institutions of the New Ded would be created and a shift in American politics had
been effected, Dewey’s “socid liberadism” and the emphasis on the Sate as the solver of
public problems that was current in the late 1930s began to give way. The issue of
individua liberty once again became akey topic for liberas as the War progressed and
Soviet collectivism was seen for what it was>® The older liberdism that Dewey had
pointed to, its anti-statism, skepticism of collectivism and the fear that it would quash
persond choice and opportunity in the economy would dl contribute to counteracting the
more radica promises and potentids of the New Ded. The turn toward individuaigtic
liberalism would have degp consequences for economic inequality and the future ability
to respond to it.

Of course, the New Dedl reforms were contested. Critics asserted that the New
Ded reforms had not gone far enough; others that they had gone too far. Norman
Thomas called Roosevdt’ s reforms nothing more than “pae pink pills” and cagtigated
Roosevelt's New Dedl for not going far enough to free labor.2® Thomas was not

confronting the redlities of Roosevelt’ s policies—especidly that they were giving
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preferentia trestment to labor and alowing its increased power to result in amore
reasonable equality of income and wedlth. For the most part, liberals and many socidists
were won over by this new orientation toward labor. Dewey himsalf was of mixed view.
He saw that the reforms had yet to establish equality asthe centra political and mord
category around which a new socio-economic order should be arranged: “The means
have to be implemented by a socia-economic system that establishes and uses the means
for the production of free human beings associating with one another on terms of
equdity.”®*

But despite the criticisms, it was clear what the New Ded had accomplished when
it came to addressing the problem of economic inequdity. For thefirs timein American
politica higtory and palitica thought, it became imperative on the ate to enter into
economic affairs for the purpose of redigtribution. The classicd libera conception of the
state had aways protected private property rights at al costs, now the state backed |abor
unions againg the larger interests of capita for the purpose of economic justice. Andin
the end, it was not Smply atransformation of ingtitutions which made this possble: it
was dso—and | think more importantly in many ways—a reorientation of the intellectua
and mord-palitica dimensons of state-society relations which congsted in an
overturning of the older, more entrenched understanding of liberdlism and democracy.
Moving away from the ideas of economic autonomy and individudism that were
championed throughout the long evolution of American political culture, progressive and
New Dedl erathinkers reworked the older idea of alibera democracy premised on
possessive individuadism and reworked it into a socidized democracy which recaptured

the older republican themes of the public good and socid equdity.



Of course, the problem with this—as Dewey and Thomas, among others, had
seen—was that the reforms did not go far enough in remaking a new socio-economic
order. Inequdity was ameliorated and for the remainder of the twentieth-century through
the present; radica forces which were once active in the labor movement would no
longer be characterized by radical ideas and programs. The liberal-capitalist consensus
was therefore an agreement by labor and capitd to accept the terms of the New Dedl.
Ideologicdly, it would preserve alibera notion of property and alibera work ethic;
ingtitutiondly, the redity of Iabor’s collectivism dlowed workers to share in the growth
and expansion of America s post-war indudrid growth. But in time, this phase of
cgpitalism would aso pass and with it, the mechanisms for maintaining the modicum of
economic equdity obtained from the 1940s through the 1960s.

In the end, the reconciliation between capitalism and corporate liberalism was
able to usher in an expanded conception of democracy. The welfare state was an
admission that the autonomy of the market would continue to plunge society into chaos,
divison and turmail. Inits earliest manifetations liberdism articulated an ethic of socid
cooperation againg that of anarchic individudism; in its later, New Ded manifestation, it
would turn thisinto acal for economic and socid security, expanding the responsibilities
of the state and its powers.®? The desire for equality was tempered by the relative
equality brought about by the New Ded and the welfare state. Through the next severd
decades until the reemergence of a newly reformed political culture of conservatismin
the late 1970s and beyond, the product of reconciliation worked as John Bates Clark,

writing as early as 1905, seemed to have predicted when he asserted that “the new
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condition will not put an end to socididtic agitation, but it will reconcile so many dasses

to the present order that the agjtation will have no radical effects.”®
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CHAPTER YV

Embracing I nequality:
The Reorientation of American Democracy

The American Economic Association’s Richard T. Ely Lecture of 1999 wastitled
“In Defense of Inequdity.” Its author, Finis Welch, was smple and direct in gpproaching
his subject: “I believe inequdity is an economic ‘good’ that has received too much bad
press.”! But Welch's assertion was not meant to generate controversy. Indeed, what has
become painfully obvious by the end of the twentieth- century is that the ascendancy of
the market in American society has been accepted at the expense of broader political ams
and goas. Whereas the Progressive and New Ded eras sought to privilege politics over
the workings and effects of the economy in order to redize more substantia political
conceptions of democracy and human liberty, the contemporary consensus has decidedly
shifted toward a hodlility to state intervention and, | would argue, away from the very
gods of economic equdlity itsdf. Not only are market processes regarded as the
fundamental's of modern economic and socid life, but market outcomes are tolerated as
find. Contemporary views on inequality have been shaped by the curious mixture of
liberdism and capitdism that has been at the heart of American palitica culture. 1ndeed,
the liberd-capitaist consensus that was forged during the 1930s and 1940s was not
something impaosed from without; it was Smply the reconciling of liberd idess of
“farness’ and “ opportunity” that were inherent in American politica conceptions of
individud liberty fused with the economic conditions of thetime. Confronting economic
inequdity in any radica way therefore requires ingght into the mechanisms of inequdlity,

into the various ways in which inequdity is generated. But it dso requiresthat a

215



216

conception of political right that goes beyond aliberd framework be adopted. It isthe
entrenchment of liberdism—and its eective afinity with modern capitaism—that has
produced the broad acceptance of economic inequality as a just aspect of modern
American socid organization.

A crucid aspect of theimportance of palitical ideasliein their ability to
legitimize inditutions and ways of socid and economic life. An important dimension of
the underlying ideology of American political culture has been its economic liberdism:
the emphasi's on the importance of hedonic individuaism and property. Although there
were variations on this theme, the overwheming force of the liberal economic ethicin
American life has resulted in a skepticism of the state and the emphasis on equdity of
opportunity. The radical link that was made during the first few decades before the Civil
War between equality of opportunity and equdity of condition was dowly drowned out
asthe evolution and spread of capitdism made the possibilities for such alink less
redizable. The formation of new markets for labor asindustrid capitalism developed
and deepened transformed the discourse of economic inequaity in America by bresking
gpart the smaller economic communities of the early nineteenth century and with them
the associationa ideals of equality that were advocated by the radicals of thetime. The
aftermath of the Civil War saw the ascendancy of industrid capitalism, rapid economic
devel opment, the nationdization of the economy, mass urbanization and massive
economic disparity. With the ascendancy of wage labor it formed a new economic
context wherein the ideas of economic equality would shift from equality of condition to
equaity of opportunity and from a politca ideology that was specificaly anti-capitalist to

one that sought reform and a reconciliation between capitd and labor. This change was



made necessary by the new economic context of wage labor and the erosion of the
amdler, sdf-sufficient economic communities that had predominated the late eighteenth
and early nineteenth-centuries. The older enemies of the radica critics of the 1820s
through the 1850s—such as wage labor and the evolving lega rights that corporations or
“combines’ were garnering—gave way to the newer economic enemy of monopolization
and an economic aristocracy that possessed the capacity to choke off economic
opportunity. Even at their mogt radica, Americans rarely moved away from their liberd
economic ethic and the emphasis on individud labor as the sole criterion for the
accumulation of property.

The economic and socid crises of the late nineteenth- and early twentieth
centuries such as the economic depressions that spread massive unemployment and socid
grife, therefore made reform amagjor issue and prompted a reorientation of intellectua
and paliticd life. Franklin Roosevet's clam in his second inaugurd address that “we
refuse to leave the problems of our common welfare to be solved by the winds of chance
and the hurricanes of disaster” was evidence of the extent to which anew conception of
the market and its relation to society and the state was in bloom. The reason for the
antipathy toward the “free,” or unregulated, market was the massive economic
inequdities spawned by industrid capitdism and the socid crises that resulted from it.
But despite the gains of the labor movement in pushing labor into more parity with
capitd, the vison of the New Dea went into criss in the late 1980s and its deeper vision
for remaking American economy and society was derailed. Although state intervention
for assstance from the Depress on was welcomed by the overwheming mgority of

Americans, there was a clear limit to the extent to which they would tolerate the
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concentration of state power.? The crisis of a“socidized democracy” was therefore the
result of the skepticism of the dtate that aliberal American society had dways harbored
and the implications this would have for economic inequdity would not take long to
manifest themsdlves,

By 1980, the conservative forcesin American society and politics had acquired
new legitimacy and power. Their ideas were formed by a new intdlectua and
ideologicd orientation that blended populist ideas of economic liberty aswell asthe
identity of American economic life with liberal capitalism as opposed to the collectiviam
and state- centered economies of communist countries and socia democretic countriesin
Europe. What Bruce Schulman has referred to as the * southernization” of American
politics and society began in the 1970s with the crumbling of the old northeastern
industria belt and the rise of the “ sunbelt” economies of the South and Southwest.®
Kevin Phillips argument that this new economic Sunbelt would serve as the foundation
for anew political and culturd split in American politics and society proved to be correct
and with it came a deeper attack on the state and a renewed emphasis on economic
liberalism and deregulation.* A return to the individua in political and economic
discourse was therefore a crucia turn away from the kind of socid integration that the
Progressve and New Ded thinkers had been developing. This meant aturn away from
the public sphere and arenewed skepticism of the state and its indtitutions and programs.
The “new democracy” that thinkersin the first few decades of the century from Herbert
Croly, Wdter Weyl and John Dewey had seen emerging with its emphasis on a socidized

democracy, ashift away from the autonomy of the market and laissez faire individudism
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in economy and society, and the investing of the state with a new, common purpose was
withering.

The empirica nature of economic inequality would adso become something
quditatively different in nature. Whereas capitalist development in American history
was an explicitly exploitive process which made class identification essy and class
differences highly acute, the new inequality does not wear obvious the trappings of older
forms of classinequality. The postindustrid, service-oriented economy that has crested
the new inequdity has bred anew the older forms of economic exploitation that was
characterigtic of the nineteenth-century. The crucia question is no longer whether or not
inequaity exigts, but why, even asit continues to grow in scope and magnitude, it has
become more tolerated and, to a certain degree, accepted? Even though American
political thought has dways had its gpologists—whether through naiveté or through sheer
ideology—of economic inequdity and class hierarchy, there was dways an egditarian
discourse that saw America' s republican traditions a risk as long asinequdities in wedlth
werein exisgence. Thefact that this egditarian tradition has receded to the background in
contemporary American paliticsis therefore an important concern that requires
investigation.

The most sdient aspect of the change in political and socid thought in the last
severd decadesin America has been the dow ascendancy economic society over that of
political society. The liberal economic ethic which at one time was a force against
stubborn feuda indtitutions and pre-capitaist economic relations has been reduced to a
kind of “chaotic individuaism,” to borrow Croly’s phrase from the early twentieth-

century. The dedline of civic engagement, the eroson of paliticd life and the shattering
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of aonce vibrant public sphere has been the result of a possessive individudism that has
aso come to legitimize economic inequdity since it is the result of what are seen to be
the “naturadl” processes of the market. The various thinkers and their ideas in this chapter
were largely respongible for thisintellectud reorientation. Of course, this reorientation
has intellectud roots which go back to the beginning of the twentieth- century and the
renewed attempt, in the midst of the Progressive era and during the New Dedl, to give a
renewed legitimacy to laissez faire and to the kind of capitalism which the New Ded and
the progressives of the time sought to overcome.

The long and embattled discourse on economic inequdity in American thought
shows that there was a constant unease when it came to replacing politica ideas of
democracy and equdity with market-based ones of individudism and hierarchy. But the
erosion of political society and a vibrant and democratic public sphere dlowed for ashift
inthis orientation. John Kenneth Gabraith had seen the shift coming as early as 1967
when he argued that “If we continue to believe that the gods of the indudtrial system . . .
are coordinate with life, then al of our liveswill bein the service of these godls. . . Our
wants will be managed in accordance with the needs of the indugtria system; the policies
of the state will be subject to smilar influence; education will be adapted to indudtria
need; the disciplines required by the industrid system will be the conventiona mordity
of the community.”® Thereviva of laissez faire and what the older theorists and critics
of the Progressive eratermed “individualistic capitalism,” the shift to economic society,
has meant the acceptance of the market and its consequences. It has meant the embracing
of aculture of consumption and a dependency on new socid relations which have de-

emphasized class as a category of socid identity and solidarity. It has undergirded a



newer, deeper conception of individuaism which has reified market rdaionsin
contemporary society even to the extent that it opposes the most immediate material and
politica interests of an overwhelming mgority of the actors involved.

The retrenchment of economic equdity and the renaissance of anomic market
liberalism was therefore not merely the result of an ascendant capitalism in the post-
World War 11 context; it was aso aided by an intellectud shift that put emphasison a
conception of the market that was fused to idess of liberd individuaism and political
freedom. Over time, this new market ideology has come to legitimize economic
inequaity sinceit has come to be seen as a necessary byproduct of capitalism. Just as
Thomas Paine had lamented about the need for government among a society of free
individuasin his“Common Sense” the idea of economic inequality as a necessary
function of modern economics has become akin to gospd. Buit this has dso been
reinforced by adistinct culturd dynamic, one that has—through the reification of the
market—alowed for the emergence of what Lizabeth Cohen has cdlled the
“consumer/citizen/taxpayer/voter” which views * government policies like other market
transactions, judging them by how well served they fedl persondly.”® In the midst of
risng affluence in the postwar years, the ascendancy of the market was coupled with a
renewed skepticiam of the state. Depoaliticization, increased consumption and inegudity
have gone hand in hand, and, since 1980, al have increased in intendty, and what Paul
Krugman has referred to as * permissive capitalism,” or the expansion and inflation of the
compensation of business dites—has led to a substantial shift in inequdity.” The culturd

component isimportant to understand since it is the key factor in seeing how economic
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inequality has become legitimized and why dlites and their theories of arenewed laissez
faire have been so successful in their project of reworking American democracy.

Both the economic and the culturd shifts are important when understanding the
rise and the mass acceptance of economic inequality. This shift was not Smply a matter
of achange in economic structure, it was aso due to the political and culturd change that
occurred during the final decades of the twentieth-century.® The retrest from politica life
and the erosion of the public sphere that has marked the past quarter century in America
isasymptom of thischange. In American hitory, as | have shown in preceding pages,
economic inequdity has dways been critiqued, fought against and denounced from the
gphere of palitics; but it was a palitics of equdity that was premised on equality not as an
end initsdf, but asaqudlity of freedom, the annihilation of hierarchy, privilege and
sarvitude. It was seen that the economy was a set of power relations and was therefore
political. The emphasis on economic equdity was therefore the outgrowth of the ingght
that any economy and society marked by socid atomism, individuaism and inequdity
would congtitute a movement away from theidedls of political and individua freedom
that had always been seen as the heart of America s republican project. Therise of a
consumer society and the erosion of political participation and the public sphere more
broadly thereforeis a culturd component that has found an eective affinity with certain
gructura elements of the modern American economy. The move of capitd awvay from
its traditional mass indudtrial base in the north and northeast and to the south and
southwest—better known as the Sunbelt—meant a move toward states with weaker or
even non-exigtent unionization, an eagerness for economic development, even a the

expense of workers' rights.



223

The egditarian tradition in American palitica thought had dways ralled against
the effects as well as the workings of the emerging capitdist system. They saw that
property was being unequdly distributed, but they aso peered into the mechanisms of
how this was systemicaly reproduced. From Byllseby to Pickering and Brownson to
George, Lloyd and Croly, there was aways an understanding of the ways that capitalism
worked. They may not have been correct in dl of their analyses, but the need to see how
inequality was produced was aways an essentia dimension of their egditarian project.
They did not put emphasis on “economic democracy” because the term itsalf would have
been viewed as absurd: democracy was away of organizing socid life aswell asaway of
organizing politica inditutions and the economy was Smply seen asthe maerid domain
of that process. Economic equality—albeit a rough gpproximation of it—would be
smple to maintain once each individua was liberated to keep the fruits of hislabor. This
libera economic ethic did come into conflict with economic modernity, but amid the
rubble of the interventionist sete in the late twentieth- century, the acceptance of
capitalism asaway of organizing society has replaced the older egditarian ideas upon

which American politica thought and culture had rested for dmaost two centuries.

TheMerger of Liberty and Markets

Throughout its development, the inegditarian tradition in American politica
thought was congtrained by a crucid flaw in the way it communicated its politicd idess.
It was one thing to argue that economic development would adways require class
divisons and inequdlities, as Hamilton had; or to argue that human nature itsdlf required

that inequadities would present themsalves as Cahoun had; or that such “ natura
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inequalities’ were, in effect, beneficid to human progress and should, on those grounds
aone, be embraced rather than critiqued by an out-dated moraism asin Sumner. What
the modern conception of inegditarianism emphasized was the liberty that markets
unleashed, the way that individuas would be freed form the fetters of any trace of
authoritarian control. For these thinkers, laissez faire was indeed a theory of economic
individudism Even though some of the staunchest proponents of free market
economics—such as Friedrich Hayek—did maintain that the state ought to step in where
the market obvioudy fails (such as for hedth insurance and aminimd safety net for the
poor), the central premise of modern laissez faire economics was the emphasis on a plit
between economy, society and state. Margaret Thatcher’ s remark that “there is no such
thing as society; there are only individua men and women and there are families” was an
extreme formulation of thisview. Gone was the discourse that had dominated American
politica thought on the topic of economic inequdity since the economy began to develop
adong capitdig lines. In its place would rise anew form of liberdism, the foundations of
which were not the political imperatives of old, but the economigtic reductionism of a
capitaism reborn.

The defense of inequdity that has emerged in the late twentieth- century was
unique in another way: it was able to root itself within the politica culture of America
Although thinkers like Sumner and Carnegie, with his doctrine of wedlth, articulated a
thorough doctrine defending economic inequdity not only for the interests of an dite
class but for the entirety of society aswell, they were never able obtain any kind of
popular support. What Matthew Arnold had referred to in the late nineteenth-century as

the “rdigion of inequdity” had referred to a climate of intellectud opinion. What
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American palitica culture has now accepted isthe populist variart of thisideology. Itis
an ideology that has been able to embrace the most disparate classes in American palitics,
but it has done s0 by finding affinities with traditiond American cultura and politicd
undergtandings of individuaism, liberty and economic life. The turn toward libertarian
conservative ideas was being sown during the 1960s. The mgor intellectud forces
behind this movement—such as Hayek and Milton Friedman among others—were il an
intellectual minority and their ideas had yet to filter into the formulation of policy or into
ideas of public life.

The origins of the contemporary assault on the ideas and politica traditions that
emphasized economic egditarianism in Americaare complex, but they are grounded in
the critica turn in economic thought that sought to invent new arguments for economic
laissez fare. In Europe, during the late nineteenth-century and early twentieth, an anti-
Marxist discourse began to emerge around thinkers like Ludwig von Mises and Hayek
which emphasized the liberdizing character of free markets and the fundamentd
irrationalism and amord revulson toward sate intervention in the economy. The tropes
of classica mechanics once again came to influence economic theory: the ideas of
neoclassica economics are il replete with the ideas of “friction” caused by date
ingtitutions and vertica as opposed to horizontd ingtitutions. But at the heart of the ideas
behind the new laissez faire was a political and ethicd theory that put primacy on the
market as the only means to satisfy want and reward |abor and this would become core of

the new intdlectua reorientation that would redefine the discourse on economic

ineguality.



Upon closer examination, the intellectual and philosophica roots of the return to
laissez faire and the legitimation of economic inequdity possess afair amount of
intellectua sophigtication, delving into the epistemologicd aswdl as ethica concerns of
individual knowledge and conduct. Well before the ideas of thinkers like Friedman and
Hayek were to have influence, the ideas of economists like John Bates Clark and Frank
Knight were laying a groundwork for what would become alibertarian economic and
ethical framework which would overturn the legecy of the politica ideas of a*“socidized
democracy.” For Clark, the key insight was that each factor of production—beit capita
or labor—would, under the conditions of an unregulated and fredly operating market,
receive the proper and just returnsto their input. Beneath what looked like a chaotic
marketplace lurked a hidden logic that, when dlowed to work unfettered of regulation
and monopoaligtic distortions, would work “naturaly” to produce efficiency and the just
digtribution of the fruits of difference kinds of “labor.” The idess of the neoclasscal
economists would therefore seek to invest the market with an autonomous status with its
own laws of operation and development.

In the early 1920s, in his Risk, Uncertainty and Profit, Knight put forth a
comprehengve theory of laissez faire with the business entrepreneur at its center. The
reason for thiswas what Knight saw as the inability of individudsin society to have
absolute knowledge and information about the world and, therefore, about economic
processes aswell. Knight's epistemol ogica assumptions about subjective knowledge
was centrd to his ethica judtification for laissez faire and it dlowed the doctrine asa
whole to regain ascendancy in American economics and, in time, in political and socid

thought aswell. Knight saw that the crucid flaw in the arguments for politica
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intervention in the economy revolved around the concern with uncertainty. Progressive
and, in time, New Dedl thinkers were arguing for the socialized management of the
economy in order to limit what they saw as the excesses and inefficiencies of the market.
But for Knight, their policies were plagued by what he viewed as their unscientific and,
therefore potentidly damaging, nature namely their idea of the relation between society
and individual.

The very nature of human subjective experience was chaotic and in flux.
Reaching back to the Hobbesian (materiaist) and Lockean (empiricist) roots of
episternology, Knight began his analysis from the root of experience and knowledge
itself. Human knowledge was grounded in the individud, in subjectivity and in the
interaction between individua consciousness and neture. But since individuas could
only ever know their own experience, it was dways only partial and could never obtain
objective knowledge about universds—whether about nature itself or about society.
Uncertainty was the essentia condition of knowledge, but it was most acute in modern
industrialized societies. Possessed of a complex divison of |abor and amassve,
nationalized market, producers were congtantly faced with uncertainty with respect to
what and how much to actually produce® For Knight, the solution to this problem of
uncertainty was the entrepreneur, the individua who faces risk and does so because of
the possihility of reward but in the process is able to close the information gap of
uncertainty by responding to market pressures and their consequences. Itisthe
entrepreneur who is cgpable of holding economic organization together, ensure efficiency
in the use of resources and, in the end, promote socia progress. Despite the fact that

Knight himself was skepticd of the market’ s ability to lessen inequalities and the fact that
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his ethical beliefs were againgt economic inequality, the basic building blocks for a
renewa of the attack on economic egditarianism was dready in the making.

In Knight's work, the central premise of a new economic outlook was being born.
Since the socia world—which for Knight was defined as a collection of individuas and
not an entity in itself—could be coordinated by the market, it was an inherently more
efficient system that socidism or any form of state capitaliam. But the ethicd basis for
Knight's system was not Sumnerian in any way. What he sought to do was overcome
what he saw to be the epistemological and sociologicad problem of the interaction
between individualsin a state of advanced industrialisn. The State of advanced
capitalism was afact not to be justified, but rather a phenomenon to be explained. For
Knight, compstitive societies did not rest on firm ethical foundetions; in fact, he was
skepticd of the ability of laissez faire economics to distribute wedth justly (from an
ethicd point of view he was a critic of economic inequality), but his philosophicd idess
about the nature of society, mind and “uncertainty” led him to privilege economic laissez
faire over socidism and other varieties of state and socid interventionist models of the
economy.

Knight' s ideas were d o reflected in Europe with therise in Vienna of the
Audtrian School of margind utility. Thinkerslike Carl Menger, August Bohm-Bawerk,
Mises and Hayek would be the most important names to emerge from this school, and
their theoretical emphasis on a neo-Kantian conception of the individua—with
consequences not dl that different from what Knight had pointed out such as that of
uncertainty, risk and reward—were insrumenta in congiructing a new theoretical

approach not only to the economy, but to philosophy and politicsaswell. With their



emphads on the “ subjective theory of vaue’ and the centrdlity of margind utility, these
thinkers would come to have a deep influence on economic discourse in the English
gpeaking world after fleeing Europe and taking up resdence in England and America. It
would be an important influence snce its dua emphasis on the market and on the
primacy of the individua would shape the American discourse on economic inequality,
pushing the hegemony of Keynesian economics and sate intervention to the periphery
and creating, with thinkers like Milton Friedman and numerous others, anew libertarian
socid theory that would mark the intellectud climate of the late twentieth- and early
twenty fird-centuries.

The American tradition of laissez faire had been deeply discredited by the
historical excesses and failures of capitalism from the late nineteenth century through the
Great Depresson. The redity of economic laissez faire had given way to amora and
political discourse about the nature of American democracy during the Progressive erain
large part because of the problem of economic inequaity and the inability of intellectuas
and ideologues of the time to bring together the redlities of inequdity and the socid
atomization that resulted from it and the ideas of democratic equdity that were inherent
in American palitica culture. The turn away from economic individualism was therefore
aresponse to the growing problem that class society had posed to American politica
thought. But the resurrection of laissez faire found support as aresponseto therisea
fasciam in Europe and then the solidification of the Soviet Union in the decades after the
war. The Augtrian School was instrumenta in this regard; their approach to economic
theory was extended by their socia and politica ideas dl of which rested on aradica

understanding of libera individualism.°
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But it was the emphads on anew synthesis, that of liberdism and unrestrained
capitaism, which would make the ideas of thinkers like Mises and Hayek so tempting to
American thinkers and come to change the trgectory of American palitica thought on
the subject of economic inequdity in the late twentieth-century. It was Miseswho,
writing as early as 1927 in his book Liberalismus, made one of the first argumerts for
collgpsing liberdism and capitdiam into a unified system:

A society inwhich liberd principles are put into effect is usudly

cdled acapitdist society, and the condition of that society,

capitdiam. . . . [O]neis dtogether judtified in cdling our age the

age of capitdism, because dl that has created the wedlth of our time

can be traced back to capitdigt indtitutions. It isthanks to those

liberd idess that il remain divein our ociety, to what yet survives

init of the capitaist system, that the great mass of contemporaries

can enjoy astandard of living far above that which just afew generations

ago was possible only to the rich and especialy privileged.*
This would become the slandard argument in America decades later. Capitalism and
liberalism were one because, as Mises, Hayek and othersin their circle perceived it, both
worked on the principle of free individuaism which was, by definition, opposed to the
rank and privilege of pre-liberd societies. But for Mises, capitalism was not a
component of liberalism, it was the concrete gpplication of liberd ideas and principles—
where liberalism was truly put into practice, there you would find private property, a
minima state and unrestrained markets. This would be the beginnings of the later
neolibera ideology in the United States. In this sense, classicd liberdism's gpproach to
the problem of equdity was smple enough to understand: individuas were only equa
insofar as they had the right to pursue the exercise of their own free labor—it was nothing

more than a condemnation of involuntary servitude.
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Classcd liberalism—as opposed to what Mises saw as the digtortion of liberal
doctrines of equdity that existed at the time, what he ironicaly termed “neoliberdism’—
was therefore a one with cagpitdism since cgpitdism was smply the economic sysem
that resulted from free labor, markets and private property. Theilluson of equdity
outsde of the legdistic conception of the individua and his right to property and free
labor was not only an absurdity in terms of empiricd fact, it was dso regressive
economicaly. Mises argument in defense of economic inequality would become
standard credo, one that continues to dominate what we today refer to as“nedliberdism”
in quite a different context. For Mises, inequaity was a socid good specificaly because
it crested a dynamic, productive and cregtive society:

Only because inequality of wedlth is possible in our socid order,

only because it imulates everyone to produce as much as he can

and at the lowest cost, does mankind today have at its disposal the

totd annua wedlth now available for consumption. Werethis

incentive to be destroyed, productivity would be so greetly

reduced that the portion that an equd distribution would alot

to each individua would be far less than what even the poorest

receives today. 2
Capitdism—the gpplication of true liberalism snce it was the embodiment of individud
liberty, choice and action—was the very engine of human prosperity and the red
guarantor of human freedom. The concept of capitdism that began to emerge with the
renewa of economic liberalism was that the market, capital, wage labor, the entirety of
the system, was to be interpreted as a manifold, dynamic system of freedom and progress.
The problems that capitalism had actualy caused—whether it was a politicad society
violently divided by class gtrife or the violent business cycdles that caused unemployment

and recession—were not of concern since such things were the result of the ignorance of

what liberdism and capitaism actualy were. Even the aristocratic wedth seen in during
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the Gilded Age was dso to be praised. “The luxury of today is the necessity of
tomorrow,” and adthough it might seem ethicdly intuitive to despise the rich idler who
does nothing for his wedth, “he sets an example of luxury that awvakens in the multitude
a consciousness of new needs and gives industry the incentive to fulfill them.”*3
Inequality was now being reinterpreted as a sociad good by redefining the classic
examples of economic injustice as in the best interests of the public and of socid
progress.

It must be admitted that Mises' book was radicd for itstime. The judtification of
economic inequality was not cgpable of generating a serious audience, but they were
ideas and argument that would prove to have remarkable resilience as indicated by the
fact that they would continue to be advocated and have influence decades later in the
ideas of Hayek and Friedman, among other more contemporary conservative thinkers.*
Indeed, the course of economic thought aswell as socid policy was moving toward
Keynesianism for moderates and for radicass, sociadism was il the politics of hundreds
of thousands of workers. Thiswas the reason for Mises overstating his case; but when
Liberalismus was findly trandated into English in 1962, Mises and his ideas were
aready gaining congderable ground intellectualy and, in time, they would be part of a
comprehengve new conservative economic doctrine that would come to influence socid
policy and palitica culture dike. Even more influential than Mises would be his younger
colleague from Vienna, Hayek, who would make a firmer and more complex case for
liberd capitdism and itslogicd and ethica primacy over dl other forms of economic and

socia organization. In so doing, he would aso shore up the case for economic inequdity
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under capitalism asasocid virtue and as an atribute of socid justice and of socid
progress.

For Hayek, just asit was for Knight before him, the argument for laissez faire and
the need to reintroduce a cleaner, more precise conception of liberalism was undergirded
by the redlity of uncertainty and the fundamenta inability of human knowledge to obtain
anything more than the mogt partid truth. Hayek and Mises had both taken socidism as
thelr common enemy and their arguments sought to prop up arguments for libertarian
capitdism which would be grounded in the nature of human psychology and provide the
most advanced system for an efficient, free form of socia organization. Socidism rested
on the false assumption that economic planning by a bureaucrdtic dite could have access
to the totality of economic knowledge. Sociaism was therefore plagued from an
episemologica point of view and it was from this critique thet the political and economic
critique of socidism was waged and the case for radicd liberd economic individudism
was emphasized. The Austrian School had been characterized by, among other things, its
emphasis on the subjective theory of vaue which argued that economic vaues were
assigned not objectively—asin the labor theory of vaue—but by the subjective
preferences and the vaue that individuals placed on a particular good. It wasan
extenson of methodologicd individuadism and, as Menger himsdf had sad, “vaue does
not exist outside of the consciousness of men.”*®

Thiswas at the heart of Hayek’ s economic theory and his socid philosophy as

wdl. Just
asMiseshad argued in Liberalismus, Hayek saw that “true’ liberalism needed to be

recovered and this meant, first and foremogt, a recovery of theidea of the individua or
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what Hayek would refer to as “true’ individudism. By paliticizing the economic sphere,
the “socid liberds’ and socid democrats—Iet done socidists and communists—of the
1930s and 1940s had made exaggerated assumptions about the power of human reason
and its ability to guide sodid indtitutions'® Hayek’s claims therefore would take
Knight'sideas about uncertainty and useit to justify a more comprehensive laissez fare
doctrine. In hisreading of western thought, Hayek wanted to show that thinkers such as
Adam Smith, Bernard Mandeville and David Hume condtituted an intellectud tradition
which emphasized an essentid truth of liberd individudism, namely thet there exists“a
condtitutiona limitation of man’s knowledge and interests, the fact that he cannot know
more than atiny part of the whole of society and that therefore dll that can enter into his
motives are the immediate effects which his actions will have in the sphere he knows™’
Thiswould serve as the philosophica, ethica and psychologica basisfor the market.
Since “society,” in this view, was little more than the assemblage of individuds, the
random actions of this collection of individuals would create a Spontaneous order, one
that functions “without a designing and directing mind” and which rested on the
sociological indght that “the spontaneous collaboration of free men often creates things
which are greater than their individual minds can ever fully comprehend.”8

This philosophica assault on the economic and socia policies of the age would
not resonate for some time, but it would prove to be arigid critique of egditarianiam. In
the style of classical liberalism, Hayek sought to limit the scope of the state and to
unleash the powers of the market. Drawing the line between economy and the state more
deliberately than previous thinkers, Hayek did not smply resort to an ethical argument

for laissez faire or aset of classinterests or, as in Sumner, an out-dated conception of
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socid progress (e.g., Socid Darwinism). Instead, his argument was grounded in the
foundations of logica pogtiviam and aliberdism which spoketo dl as political equas.
At the time this served as a counter argument to cdls for socidism and communism
based on theintellectua grounds of methodological individudism and dlassicd

liberalism. But it would also serve as the bedrock of anew assault on the evolving ideas
of the wdfare state and the new philosophy of socid liberdism that had been emerging in
the early twentieth-century, something that Hayek referred to as “ unlimited democracy.”
For Hayek, the digtinction between equdity before the law and other forms of equaity—
specificaly economic or materia equdity—was the key to understanding how to move
beyond, and more specifically againg, the ascendancy and dominance of the welfare
gate. Inthe end, his arguments would not only become a new defense of inequdity, it
would aso serve as a highly persuasive way of preserving aform of liberd politica
equdity while smultaneoudy guarding againg daimsfor socid judtice.

Hayek’ s ideas about the market and its relation to state and society therefore
shored up his notions about inequality and the ethics of digtribution. Inequdity was
disparaged not smply because of the episternologica arguments that Hayek and Knight
had put forth; there was an ethica argument thet set the foundetion for their ideas as wll:
namely that human freedom was equated with the absence of coercion. Thiswould
resonate with the libertarian strain in American economic thought and it would dlow his
work to become highly influentid. Hisbook The Constitution of Liberty would obtain
manifesto-like status and it would become the intellectual touchstone for modern
conservatism. Hisdiscusson of liberty and economic equality would aso set the stage

for contemporary understandings of the phenomenon—both popular and, in many cases,



academic and professond aswel. The argument was not particularly origind: snce
there was no way to argue for the “factua” equaity between different individuds, any
other form of equdity outsde of equdity before the law was not only immora and
nonsensical, but aso dangerous to the concept of liberty.

From the fact that people are very different it followsthet, if we

treet them equdly, the result must be inequdity in their actud

position, and that the only way to place them in an equd postion

would be to treat them differently. Equdity before the law and

materia equdity are therefore not only different but are in conflict

with another; and we can achieve ether one or the other, but not

both a the same time. The equality before the law which freedom

requires leads to materia inequdity. Our argument will be that, though

where the state must use coercion for other reasons, it should treat

al people dike, the desire of making more people dikein their

condition cannot be accepted in afree society as ajudtification

for further and discriminatory coercion.*®

The opposition between economic equdity and liberty was necessary for Hayek

since he thought that inequalities were generated by differencesin ability and talent. It
was a conception of inequdity that ignored inditutions and was both anti-sociologica
and ahigorica. Achieving economic equaity—of even the most week variety—would
adways entail coercion since it would aways be necessary to take from those who have
achieved and accumulated wedlth and property and give to others. Economic equality
was the result of envy, not agenuine palitical or ethica imperative for socid judice. The
desire for economic equdity was the result of “factud” inequdlities between individuas,
and it wasthe fact that dl people were different and hence unequd that, in countries with
aliberd palitical framework guaranteeing equality before the law, economic inequdity
would be seen wherever true liberty existed. And the emphasis on liberty was not an end

initsdf. Rather, the emphasis for Hayek was—unlike thinkers of asmilar vein like

Friedman—on the implications it would have in liberating knowledge and the aggregate
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socid benefit that would accrue to dl members of society, serving as a mechanism for
socia progress.?°

Hayek examined what he saw to be the basis for the drive for economic justice. It
was essentid for him to point out that there was no objective mechanism that created
inequdity, only natural differences between skills, talents and rewards. Thus, the drive
for equality was cast as afunction of envy. Inequdity was natura, and atruly free,
liberal society would therefore need to not only tolerate inequdities in wedth and
income, but also accept them as socidly beneficid and an expresson of afree society.
But till, Hayek knew that drives for equality would persst, and part of his project wasto
explain this phenomenon. The problem, he argued, was in the perception of how merit
was rewarded. There existed amora objection “not to the bare fact of inequality but to
the fact that the differencesin reward do not correspond to any recognizable differences
in the merits of those who receive them.”?* But this was merely an error in perception.
Reward, merit, were not to be seen in terms of what people have objectively done, it was
the result of how another’ s talents and skills were valued. Theimpulse for socid judtice,
for equdity in material and economic terms was therefore the result of not
comprehending the real way that market society worked. It required that people
understand that the market was not only a guiding force, but also unpredictable. In afree
society there would be no injudtice in the outcomes of market forces snce dl desired and
vaued skills and talents would be properly remunerated; and proper remuneration was a
subjective, not an objective, phenomenon.

Hayek’ s discusson of inequality and the mechanisms which produce it were

therefore able to shift significantly the debate on economic and politicd affairs. With the
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emphasis on the subjective notion of value, Hayek is able to see economic inequdity as
the product of “factud” inequdities, or red differences, between individuds.

Differences in income and wedth are the result of subjective preferences, not the result of
indtitutions. The concept of “judtice’ itself can only gpply to actions, never to systems or
inditutions. But by exempting inditutions and processes from his andys's, Hayek's
ideas become blind to the actud mechaniams of inequdity that had been identified by,
and were the primary focus of, the critiques of inequadity that had developed in American
politica thought. Looking back to the firgt radicd critiques of inequaity—with figures
like Langton Byllesby, Thomas Skidmore, Orestes Brownson and others—theinitid
indght that drove the most robust critiques of economic inequaity in American thought
was that inequaity was generated not Smply by market relationships, but specificaly by
the new economic system itself and the way it shaped, indeed, distorted, previous market
relaionships. The problem was—as Marx would later identify the problem—
inditutiond in nature; inequidity was generated by the production process itsdf and not
smply by differencesin skill and ahility.

By taking inditutions out of his andyds of how inequdity is generated, Hayek
was able to sidestep the problem of how capitaism generates economic inequdity.
Indeed, it isimportant to point out that Hayek’ s discussion of inequality does not mention
capitd at dl or even wages. Ingtead, he investigatesinequdity ahigtoricaly. By
specificaly avoiding the Marxian critique of the production process and the mechanisms
of inequality that it generates, Hayek confined himsdlf to “naturd” differences between
individuals and their subjective preferences, which themsdves turned into values and

prices. Infurther contrast to earlier critics of inequaity in American politica thought,



Hayek was able to wholly extricate the economy from poalitics, seding off each sphere
from the other. The argument for economic equality had dways derived from the
politica principles of equality that had been articulated after the Revolution. They had a
firm bagisin an anti-aristocratic and anti-hierarchical conception of society that was
being threstened by new forms of economic life and class differentiation. The character
of such damsdid not diminish as time went on, but with the renewd of the laissez faire
project, the economy would not only be seen as separate from poalitics, it would also be
theorized asthe very source of liberty itself. Wheress, in the past, political idess of
equality and justice were seen as penetraing dl dimensions of socid life, the economy
began to be seen as the source of liberty. Hayek was not one in making this transtion,
but his ideas were centrd and influentid in effecting amgor intdlectud shift in the ways
that inequaity would be viewed and the privileging of the economic sphere as the source
of human fresdom.

Although Hayek’ s influence would, in time, be without dispute, Milton
Friedman's libertarian reinterpretation of liberalism, of politics and economics would
have a much more pervasive effect and much deeper influence. With his renewed
defense of capitalism and his staunch advocacy of laissez faire, Friedman would
transform the discourse on economic inequdity, pushing politics and economics further
apart. Friedman was successful in integrating the laissez faire ideas that had been
developing in American and Austrian economic thought and merging them with what he
st out astraditional American understandings of equality, fairnessand jugtice. Inso
doing, he would be one of the next great defenders of economic inequality, helping to

pave the way for the intellectual and popular acceptance of economic hierarchy in

239



240

modern American thought and culture. At the heart of Friedman’s analysisistheidea
that the redistribution of incomes and wedlth or property congtitutes political coercion.
What informs his andyssis the same basic argument that had been used by advocates of
laissez faire throughout American politica and socid thought: that liberating markets

will serve rather than undermine the public interest and individud freedom. For
Friedman, this was aview that was informed by the notion that markets inherently
disaggregate socid power.  Free markets in the context of competitive capitaism did not,
asthe critics of capitalism had aways asserted, lead to an uneven distribution of socia
power; rather, free markets dispersed power and as aresult, the connection between
capitalism and freedom was clear. Free markets, capitalism, dispersed social power and
they were therefore the foundation for the free individua and a free society.

By placing emphasis on the connection between liberty and markets while at the
same time chagtisng the state for its intervention in economic affairs, Friedman was able
to revive the radical dimengions of anew form of liberdism ingpired by libertarianism.
Just as Thomas Paine had focused on the division between society and government and
the necessity of that separation for the purposes of individua liberty asacal for paliticd
liberty and political revolution, Friedman’sideas worked out atheory of society that
would not only tolerate economic inequdities, but would aso further margindize the
critique of capitalism as a system responsble for generating inequaities. In place of
concerns for democracy and the public interest, Friedman’sideas grounded themsalvesin
a utilitarian conception of the individud, reviving the kind of atomigtic understanding of
society that was at the heart of liberd philosophy from Hobbesto Locke. And just as

Knight, Hayek and Mises had emphasized the notion of uncertainty and the subjective



theory of vaue, Friedman would bring this perspective to anew level of intensty.
Attempts by the state to redistribute income and fight inequality rested on the false
assumption that the state could even know what ethica categories such as “fairness’
actudly were; gate policies would therefore aways work againgt their own intentions
and, in the process, continue to erode liberty.

“Fairness,” like“needs” isin the eye of the beholder. If dl are

to have “fair shares,” someone or some group of people must

decide what shares are fair—and they must be able to impose

their decisions on others, taking from those who have more than

thelr “fair’ share and giving to those who haveless. Arethose

who make and impose such decisions equd to those for whom

they decide? Are we not in George Orwell’s Animal Farm where

“dl animds are equd, but some animas are more equa than

others’ 7

Friedman’ sideas were not new, they were synthesized out of the laissez faire

liberdism that had been emerging throughout the early twentieth-century. By linking
government to coercion, the assault on what Water Weyl had referred to as America's
“socidized democracy” was being put into place. Friedman reinterpreted socid life, and
saw—as thinkers like Locke and Paine did to a certain extent as well—the market and
private property as the foundation for individud liberty. Markets are non-coercive and
cooperative a the sametime. They reward individua labor and alow for the expanson
of free choice. Free markets can and do produce inequdities, but the reasons for
inequality are not to be found in what Friedman cadtigated as the “Marxist syllogism”
where vaue and capita were seen as embodied |abor. Inequalities were generated by the
fact that different individuas have different preferences and make different choicesin the

face of risk, Friedman’s extenson of Knight' s category of uncertainty.
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Underpinning Friedman’s andlysis was the idea that distribution takes place
“according to product.” Since the “central principle of amarket economy is co-operation
through voluntary exchange,” the market did not distribute goods and services, it
alocated them based on how much each individua produced, how productive each
individual was. It was not aquestion of “fairness’ or justice since these were invariably
political concepts that were gpplied to the market; the normative ideal was not equdlity of
resources, but the efficiency of dlocation. *Payment in accordance with product is
therefore necessary in order that resources be used most effectively.”>® Paymentin
accordance with product was, for Friedman, “ethically fair’” because it was reward or
remuneration for activity, for production, mentd or physicd. Inclasscd liberd dyle,
Friedman saw that only through the voluntary exchange of the products of individua
labor, can there be any semblance of palitica freedom. Capitalism unhinged from the
interventionist state would therefore become the key philosophica and policy god of this
new brand of conservatism, one that would provide abroad judtification for inequaity as
well asits effects®*

Thejudtification for inequdity was dso based on the notion that inequaity under
capitdism was of afundamentdly different nature than that of non- or pre-capitaist
societies. Just as Cooley had argued in the early years of the twentieth-century that
classesin American society congtituted a fluid, dynamic socia order, Friedman argued
that the kind of inequality produced by free-enterprise capitalism was not based on status
or socid rigidity. Socid mohility was part of the essence of capitalism and it was this
mohbility that was part of the overal argument for the linking of capitalism and freedom;

freedom was the result of the wide digtribution of economic opportunity that market



capitdism fogtered. Inequdity in nontcapitaist, nor-market societies “tends to be
permanent, whereas capitalism undermines status and introduces socia mohility.”?°
Equality of opportunity was essentid in thisregard. Just as late nineteenth- century
thinkers saw the importance of equaity of opportunity—something they saw threstened
by monopolization and the massive inequdities bred by indudtridisn—Friedman’s
argument was well situated in the liberd tradition. Since his conception of freedom was
s0 narrowly stated as the freedom to pursue one' s ends in market transactions, he could
eadly make his case that “[g]overnment measures that promote persond equdlity or
equaity of opportunity enhance liberty; government measuresto achieve ‘fair shares for
al’ reduce liberty.”?® They reduce liberty because they act asfrictive barriers on the free
play of individuas to pursue their own ends while at the same time coercing othersto
distribute the reward of their product.

Inequdity was aso the price of efficiency. One of the key elements of the
libertarian defense of markets was that athough inequdity was a product of actual
differences between people with different skills and abilities who competed fredly in a
market place, the generation of inequdity ought not to be the centra concern. Just as
Sumner had chagtised the mordism of focusing on social inequdlity, casting it out into
the abyss of higtorica irrelevance in amodern scientific and rationd age, the new defense
of inequdity put forth by the libertarian vison rested on the idea that economic
efficency, in the long run, would relieve inequdities. Interpreting the long history of
American economic development, to them, was enough to prove their theories correct
empiricaly. Long run economic growth via capitalism had produced an affluent society.

This emphasis on market efficiency would become a key component of the contemporary
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inegditarian tradition. By placing inequdity in a subordinate position to other economic
concerns such as efficiency and vesting markets with an autonomous logic not unlike a
vadt automaton, inequality ceased to be adirect product of the system of production and
was relegated back to the more archaic discourse of “naturd inequality.”

Friedman’'s defense of socid and economic inequdity under capitaism wasa
vigorous assault on the socia democratic tradition that was emerging in Americain the
early part of the twentieth- century. By emphasizing the idea of “ditribution according to
product” Friedman was able to reconnect the liberd notion of economic individuaism
that was predominant in the early republic with alibertarian economic framework, and it
is here that the attack on the “socid liberalism” of the Progressve and New Dedl eras
was mogt clear. Indeed, one of the core insights of figures such as Herbert Croly, Walter
Weyl and Thurman Arnold and John Dewey, among so many others of the period, was
that capitalisam was an inherently imperfect economic system that was not in accord with
the new philosophica understanding of political freedom emerging at the time nor with
the tenets of what they interpreted modern democracy. The “socid liberdism” that
Dewey had advocated 30 years before Friedman’s mogt influentid writings were
published emphasized the democratic ideal as conssting not of naive, egoigtic forms of
liberdism, but rather the need to see democracy as encompassing aform of economic
democracy aswell. These thinkers saw that capitalism created not only inequditiesin
wedlth and materia well-being, but in power relations aswell. They saw that economic
congraint was akey factor in limiting the advancement of democracy and inredizing a
more just socid order that was in accordance to what Croly had referred to asthe

“promise of American life”
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But the libertarian ideas of Friedman and Hayek as well astheir various
colleagues and disciples would radicaly reverse this reinterpretetion of liberalism and
reintroduce amore basic understanding of alibera society structured by market
rel ationships and atomidtic individualism. Economic condraint was now seen as afiction
since workers and employers smply entered into contracts that were mutudly
voluntarily. 1t would introduce, to borrow a phrase from Arnold, arenewed “folklore of
capitdism” that would legitimize inequality and put pressure on the State to recede from
economic affairs, reinvigorating and redefining liberalism not as*“socid liberdism” but
as the need to reduce the concentration of power.

A liberd isfundamentaly fearful of concentrated power. His
objectiveisto preserve the maximum degree of freedom for
each individua separately that is compatible with one man's
freedom not interfering with another man' s freedom. He believes
that this objective requires that this power be dispersed. He
is suspicious of assgning to government any functions that can
be performed through the market, both because this substitutes
coercion for voluntary co-operation in the areain question and
because, by giving government an increased role, it threatens
freedom in other areas?’
Thisemphasis on individua liberty and the skepticism of the state would soon become an
entrenched ideology; one that would dominate large segments of American political
culture and transform the understanding of the palitics of inequality.

The idess of Friedman, aswell asthose of Hayek, and their numerous followers
were the product of a prolonged reaction to the emergence of the welfare state and the
radica turn in American inditutions thet it effected. Seeing the State and as anathemato
humean liberty, they saw not only in the behemoth Soviet state but in the modern welfare
date as well the very antithesis of democracy, liberty and progress. The extension of

date into the economic redlm was, in this sense, one of the key transgressions that
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classical liberdism had specificaly denounced. The extension of palitica dlaimsinto the
economic sphere would therefore become the very issue at debate as the twentieth
century progressed. The older ideas of inequdity as arigng out of the system of wage
labor, which made equdity of condition impossible, and then the impossibility of equdity
of opportunity as monopoly capitalism evolved with industrialism gave way to an
dtogether different explanation for inequality. Both Hayek and Friedman saw
interpersond differencesin ills, talents and, & times, mere luck as the mechanism of
inequality. They saw that natura—or as Hayek termed it, “factual”—differences
between individuas as the groundwork for inequality in economic rewards and outcomes.
But what they succeeded in doing was to take the emphasis off of the inditution of
capita, the unequa exchange between worker and capitdist and return the argument to
one about the efficacy of markets and away from the economic congraints that capitalism
as asystem had dways created.

The ideas put forth by figures such as Hayek and Friedman becomes even more
important once we see them in the light of the older ideas about inequdity that had
developed in American thought. When viewed in the context of the long history of the
egditarian tradition in American political and socia thought, it is clear that the move
away from an immanent critique of capitalism as a system of production—rather than as
asystem of distribution—was the centra pivot on which the recent shift toward justifying
inequdity turned. It was one thing to reject the Marxian-inspired critiques of capitaiam,
but it was quite another to move understandings of inequaity away from being generated
by the production processitsdf as the egditarian critics of capitaism had done as early

asthe 1820s. The critique of inequality of the Jacksonian period had dways emphasized
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the fact that the relation between wage earner and owner produced inequdity. Seen
independently, and for most of them quite prior to, Marx’ s critique, it was not the market
itself that produced disparities of economic power, it was the fact that a division between
ownership and the working class was evolving. The modernization of economic life—
the birth of modern capitaism—was the object of their critique. For them, inequditiesin
materid terms would smply reproduce themsdves, causing a process of cumulative
causation from which individuas would be unable to escape, aroad to serfdom of avery
different kind.

Although the critiques of capitalism and of inequality had aways been vibrant in
American thought, the arguments in defense of capitaiam, of laissez faire and of
inequdity itself had rested on the notion that progress had to come at the expense of
equdity and it was this emphadis on a gerile notion of progress which held the various
arguments—from Hamilton through Sumner—together. The libertarian attack on the
incipient socia democratic tradition and ingtitutions that had emerged with the New Dedl
and the expansion of the welfare Sate caste its argument in avery different guise. Now it
was freedom itsdlf that was offered by embracing inequdity. Class divisons were smply
amythology since inequdity had to be viewed on an inter-personal basis and not asa
function of asymmetrica power divisons. Inequdity in economic terms was no longer
seen to have palitical implications, the market had to be depoliticized, and this had
become the task of the intellectud defenders of capitalism and freedom. The older anti-
aristocratic discourse that had been vibrant throughout the nineteenth- century—and

which had dowly taken the form of aradica movement againg class inequdity by the
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early twentieth- century—had dissolved into aradicd vison to liberate the market from
the shackles of sate intervention and, in so doing, liberating individuas as well.
Redefining the idea of economic inequdity and the mechaniams of its growth was
aso dependent on reconceptudizing the relationship between freedom and economic life
that Progressive and New Ded erathinkers had advocated. The centrd insight of those
that advocated state intervention in the economy was that corporate capitalism produced
excesses of inequality—of economic condition, of opportunity and political power. They
saw that only the state could steer economic activity toward the nationd interest and
away form the plutocratic tendencies of the late decades of the nineteenth- century.
Implicit in this was the notion that the freedom of individuds, which they saw to be the
political and ethica project of American poalitics, rested not Smply on what we know as
“negative liberty”—as classicdl liberdism had essentidly held—but on postive liberty as
well. Thisideafollowed from the redization that politica equdity and individud
freedom rested not smply on the removal of what Hayek referred to as the * coercion of
some by others,”—i.e.,, on the arbitrary externd restraints placed on the individua and
his actions and decisions—but on the context in which that individua was placed.?®
Friedman aso emphasized that a transformation of the liberal discourse—from its
classcd toits socid form—had taken effect since “[t]he catchwords became welfare and
equdity rather than freedom. The nineteenth-century liberd regarded an extension of
freedom as the most effective way to promote welfare and equdity; the twentieth- century
liberal regards welfare and equdity as either prerequisites of or dternativesto

freedom.”?°



Of course, the socid liberdlism of the early twentieth- century had emphasized
welfare, security and equality not as mora endsin and of themselves but as meansto a
more complex, more nuanced conception of human freedom and agency. The experience
of laissez faire capitaiam had shattered the confidence in the naive assumptions of
classcd liberdism. Theredlities of capitdism and the ravaging effects of indudridism
in the nineteenth century had shown that the doctrines of laissez faire did not benefit
prevailing notions of the public good and instead caused class antagonism and socid
fragmentation. The workers movement of the late nineteenth- and early twentieth-
centuries had sought to deal not only with issues of wages and economic interest, but aso
with despotic working conditions aswell.>° Bringing the state in to regulate economic
affairs was therefore more than a concern with wages and economic digtribution; it was
aso amatter of the way everyday life had become structured by capitalism and
indugtridism. By replacing the assumptions of dassicd liberalism—a politica doctrine
that had largely matured before the evolution of modern capitalism—Hayek and
Friedman put forth anotion of liberty or freedom which had effectively shed the notion
that was being theorized by the thinkers of the 1930s that a certain degree of materid
equality was needed for democracy.

Thisnew face of the inegditarian tradition in American paliticad and socid
thought resurrected the spirit of thinkers as diverse as Hamilton, Cahoun and Sumner.
But even though the intellectud ideas of laissez faire and libertarianism were gaining
ascendancy during the Cold War years, it would not be until the 1980s and 1990s that a
new conception of inequaity in American politica thought would firmly take hold.

Thereislittle question that these ideas that redeemed capitalism and brought its mythic
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gtatus back to life were dso deeply concerned with differentiating the western, but more
gpecificaly American, economic system from Communist command economies. If the
economic egditarian tradition in American palitics culminated in the formation of the
welfare Sate it must be remembered that it aso spawned a liberal-capitaist consensus
which preserved capitalism as an economic system, but with serious political safeguards

on its excesses.

Redefining and Reorienting American Demaocr acy

This renewed ideologica orientation merging liberty with markets would have a
profound politica and cultural impact on American democracy. The reorientation and
redefinition of American democracy consisted of the turn away from what John Dewey
had referred to asthe “ socid liberalism” that was required for the modern age and back
toward the individudigtic liberdism that had become intellectudly and morally suspect
through the Progressive and New Ded eras. But the new intellectua apparatus that was
constructed over the course of the post-war period in the universities would find an
elective afinity with the economic and geographicd shifts that were overtaking the
nation. Theintellectua apparatus that had been dowly but definitively forming in the
work of Knight, Mises, Hayek, Friedman and many others soon would come to dominate
amogt every domain of socid policy debate. It would emerge aso as areified
understanding of the American economy, its culture and its salf-consciousness. The
reorientation of American democracy away from the expanded conception that was put in

place with the New Ded and the socid welfare state and the redefinition of American
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democracy away from the ideals of economic citizenship and toward areliance on market
processes and the celebration of capitalism would come to pass.

The intelectud ideas developed by those supporting laissez faire and libertarian
economics remained on the periphery of policy making in the United States until the last
two decades of the twentieth-century. How these ideas—which were, in effect, highly
theoretical and essentialy out of step with the culture of the libera- capitalist consensus
that had dominated American political and economic life Snce the beginning of the New
Deal—cameto gain primacy and hegemony is one thing; how they nested themselvesin
the culturd fabric of American politics and palitica cultureis something else. The
broad- based support for an ideology of inequdity in contemporary America beginswith
this strand of economic and socia thought and its legacy has been areorientation of
American democracy and politica life. The notion that ideas done were responsble for
the various shifts in the discourse on economic inequdity throughout American higory is
patently untrue. New forms of consciousness and political culture arise from changesin
inditutiona arrangements and shifts in economic life. Of course, ideasinform and
legitimate these aspects of socid and paliticad life, but it is only when a hegemonic
system of idess is melded with new forms of materid life that adecisve changein
political thought and culture is effected. 1deology isimportant, but idess ill need to
have some kind of materia base for them to achieve dominance and influence the
direction of socid and palitical life aswdl asingitutions.

With thisin mind, it isimportant to investigate how the transformation of
capitalism impacted the evolving discourse of economic inequdity in American political

thought and politica culture aswell. With the sudden shocks of deindustridization in the
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1970s, the upward mobility of the traditiona, white working class and the emergence of
post-indudtria forms of working life, the very culture of work was dissolving traditiond
forms of classidentity. Labor market ssgmentation, the explosion of suburbanization, the
weakening of |abor unions and labor’ s power to bargain for more equd pay and the loss
of any kind of political control over the market and the workplace, aswell as agrowing
acceptance of consumerism and the depoliticization of the American dectorate dl
contributed to a genera acceptance of economic inequdity and its effects. In addition to
this, class dissent had aso been largely muted due to the rise of the adminidrative
welfare sate which regulated the dissenting interests of the poor and working poor,
deering their interests away from political demands for radical socid, politica and
economic changes®*

Indeed, after 1980, the doctrine of economic inequality would become amajor
feature of American politicd and socid thought aswell asin American popular
consciousness. But this was not the result only of a changed ideological course. Indeed,
reaction againg the New Ded and the socia democratic project that was set in motion in
the 1930s and early 1940s was under atack from itsinception. Also, thinkers like Mises,
Hayek, Friedman and others saw themsalves as part of an intellectua tradition of
“philosophicd radicdism” that had its beginnings with thinkers like Bentham, Smith and
Hume as well asthe democrats, classcd liberds and utilitarians in the eighteenth
century.®> More importantly, they saw their idess as resting dually on both sciertific
research into human psychology, market processes and what they viewed asthe
pernicious result of collectivism and Sate intervention. Little was mentioned about the

impact that economic inequality had on socid cohesion, politica democracy or



disparitiesin quality of life. Even less was mentioned about the ways that interests—
something that is whally lacking in the discourse of the defenders of inequaity—would
affect politics and the digtribution of power. And even though the empirica evidence has
been clear for decades, the orthodoxy of the libertarian position stubbornly persists even
asinequality worsens when economic growth has surged.®

In another sense, the rise of the new doctrine can be seen as the result of the shift
from politica to economic preoccupations. Mainstream economics had become, with its
methodol ogica modernization and its turn toward a new degree of scientific rigor, a
discipline that was no longer concerned with how economic systems distributed power.
The economic egdlitarian tradition in American politica thought had aways linked
economic power with political power and it was one of the crucid dements of thinkers
like Mises, Friedman and Hayek that they shifted concerns with power back onto the
gate and its monopoly on power and coercion. Perhaps even more remarkable was the
way in which they seemingly ignored the growing concentration of monopoly capitd as
American capitaism continued to centralize and make competition in many industries—
such as technology, chemicals and heavy production—incressingly scarce®* But
libertarian ideas began to take on ethica primacy while a the same time becoming
economic orthodoxy and this would prove to be a crucid turn in the evolution of the
American confrontation with economic inequdity.

Shiftsin American society, its economy and culture had much to do with forming
fertile soil for these intellectud ideas alowing them to harden into anew variant of the
politics of inequality. The economic improvement that American working people

experienced during the first two decades after World War Two was significant in
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dleviating the older class antagonisms. Union power was at its peak during those years
and working people were able to extract higher wage rates from capital. The class
antagonisms that had plagued American society throughout the previous 50 years began
to erode. Inequdity was diminishing and an “ affluent society,” characterized by
consumerism and overdl secular economic growth, began to emerge. But despite this it
was becoming painfully clear that urban poverty was a serious socia problem and that
the inequaity between racia groups was acute. This gave riseto new ideologicd
arguments about socid mobility. But empiricaly, it was becoming evident that
inequality was more complex than had been previoudy believed. Differencesin skill
sets, or human capitd, it was said, were key to understanding why certain groups were
unable to escape certain income brackets giving way to “dua” or “segmented” [abor
markets.®®

In addition, as urbanization trends reversed and suburbs began to expand, the
economic and racia divide between urban and suburban regions began to grow. 3¢
Inequality therefore began to take on spatial and racid overtones. Wheress socidl
gratification throughout the industria erawas fixed and centered largdly in urban and
industriad centers, today inequdity between suburbs—themsdves of very different
economic resources—and inner city areas which are, by and large, in economic decline,
has created what Douglas Rae has called a* segmented democracy” where spatid, recial
and class differences reinforce one another.3” Thisin turn has led to what lan Shapiro has
cdled “physicd gulfs’ between income groups where the “ segregation of the have-nots
from the havesin capitalist democraciesis red and incressing.”*® Deindustridlization

would have amgor impact on the formation of classesin America and transform the way

254



that economic life was perceived by its participants>® Asindustrid society moved
toward postindustrialism, bresking down older class and occupationd structures and
replacing them with high-tech, information and service jobs, the perception of fluid socid
mokility looked ever more persuasive.*°

But even as economic inequdity began to surge and the actua power that
working people had within their places of work began to erode throughout the 1970s and
1980s, palitically, it has been largely absent from the American political discourse. What
the intdlectud project of libertarian thinkers such as Mises, Hayek and Friedman had set
upon was how fast becoming an acceptable explanation of the trends of American
economic life. Their explanations of inequaity were, however, deeply flawed. Although
it has dways been difficult, if not impossible, to deny interpersond differences, what had
actudly caused inequalities was a combination of the weekening of labor’s power in the
market accompanied by the shift from industrid to post industrid forms of economic
organization. The weakening of labor unions and the lack of new forms of worker
organizations to fill the gap Ieft by the decline of the older order of union organization
was paramount in giving employers more power over the gbility to set wages. As
industria jobs dried up and moved overseas, the service sector jobsthat came to take
their place were less generous in their wages aswell. These were indeed the structura
elements which led to the new materia context for the acceptance of the liberd economic
theorieslaid out during the Cold War.

What the libertarian ideas of the twentieth-century did achieve, however, was not
only the decontestation of the market as an ingtitution but the decontestation and

depoliticization of work and economic life more broadly. And it is here that we can see
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an important shift in the palitics of inequality in American politica thought and politica
culture. The origins of the concern with economic inequdity in American history were
not Imply with its abgtract politicd implications—as in the discussions of Adams,
Hamilton, Madison and Jefferson, among others, for instance—but aso in concerns with
the way that economic life—the way that each individud lived everyday life and had to
meke hisliving—was alived experience, apolitica experience of power relations. The
labor radicals of the Jacksonian erawho launched the egditarian critique of capitaism,
such as Byllseby and Skidmore, among so many others, saw the problem as—in addition
to the older fear of the creation of a new aristocracy—the loss of equdlity in everyday
life, i.e, in theworkplace itsalf.** The emergence of the system of wage labor in the
antebellum period was creating the foundations for anew kind of relationship between
those who worked and those who owned; and it was seen as eroding the political ideas
that underpinned America s republican democracy. In fact, throughout the nineteenth
century dl the critics of inequdity saw that inequdity was overturning the vaues of
liberty and leading to socid dissolution and fragmentation.

These are dimensions of inequdity that have been logst from view as economic
liberdism has rooted itself within contemporary American politica culture. The
ideologica arguments of laissez faire capitdism and the libertarian link between free
markets and politica freedom have meshed with the transformation of American
capitalism to provide a new, broad based judtification for economic inequality, severing
the link that the long discourse on economic inequadity in American politica thought hed
aways asserted between inequality, freedom and democracy itsdf. Studies focusing on

the American atitudes toward inequality show a broad consensus even as they differ on
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details*? Inequaity is accepted and tolerated largely because of adominant liberd
ideology that has been able to judtify the notion that inequdity of outcomesis till aresult
of afair distribution of opportunity.*® And the appearance transformation of American
cgpitalism from an indudtrid to a postindudtrid context has seemed to judtify this. What
has been cdled the “logic of opportunity syllogism” which sates thet an inequdity of
economic outcomes is acceptable since it is broadly perceived that “opportunity for
economic advancement based on hard work is plentiful.”  This dominant ideology—one
framed and made more enduring by the intellectud ideas that have linked markets with
democracy and judtified the logic of markets asinherently fair based on the libera
principle of equdity of opportunity—nhas aso made the mgority of Americans skeptica
of redigtributive programs which “are perceived as unnecessary because the dratification
system currently presents ample opportunity to better onesalf by individuad efforts”**
Theideology of liberalism had therefore succeeded—uwithin the new economic
context of postindustria, service-oriented capitalism—to cement the notion that equality
of opportunity was the only kind of equdity that was “fair” in economic terms. Elites
who had previoudy been skepticd of the ability of cagpitaliam and market inditutions to
cregte equa conditions and equal opportunities—such asin the shadow of the Gresat
Depression and the Keynesian revol ution that followed—had given way to anew
generation of intellectuals and policy makers who openly embraced more libera and even
libertarian economic ideas® Confidence in markets and in capitaism itsdf were
renewed, along with the acceptance and proliferation among the intellectua defenders of
inequdity of the subjectivist notion of economic individuaism put forth by neoclasscd

economics generdly and more forcefully by thinkers like Mises, Hayek and Friedman.



This pergpective relativizes the materia importance of wedth by arguing that thereis no
way to compare the interpersond utility of wedlth, for example, or inequities of income
or property. Since no one can actudly know, let done measure, the differentid in utility
between two individuals of unequa wesdlth, redigtribution becomes even lessvadid on
mord, political and legdl grounds, as Richard Epstein argues in his defense of inequdity,
“Againg Redress’:

Clearly no socid ruler (pun intended) lets us know with certainty
that wedlth isworth more in the hands of a poor person than in the
hands of rich person, so the determined economist can shipwreck
the case for wedth trandfers from the start by denying the
possihilities of interpersona comparisons of utility. | can assert

that wedlth is worth more to the poor person than to the rich person;
you can deny that propogtion. Therich person might use the next
dollar to complete work on an invention that will improve the lives
of others. The poor person might squander it on adrinking binge.
We have no way of knowing if wedth is more useful to a poor than
arich person.*®

Inequality has therefore become a permanent and largely accepted feature of the

socid topography of modern American palitical and socid life. Through the ideological
changes in the ideas Americans have had about economic inequdity, its sheer existence
and magnitude, its causes and itsimplications, the liberal economic ethic that had

dominated American beliefs about equaity had been transformed into a judtification for

inequalities of outcomes. It may be that Americans know that inequdity has worstened

andthat it is, in fact abad thing; and they may indeed aso be opposed to the idea that the

welathy pay lessthan ther “fair” share of the tax burden. But in the end their dienation

from broader issues of public policy and broader public concerns and materid interests—

resulting from an aomized liberalism that emphasizes narrow, misnformed saif-

interest—tends to weaken politica awareness of regressive public policies that increase
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inequality.*” Whereas the notion of an equality of opportunity was the basis of the libera
economic ethic in the eighteenth- century, it had alway's been seen that equdities of
opportunity would trandate into arough equdity of condition. Differences between
different skill sets and abilities would have different economic outcomes, but il it was
assumed that equality of opportunity would lead to roughly equa outcomes. It was only
with the emergence of capitaism and economic modernity—the decline of autonomous
producers and the rise of wage labor and factory production in the early nineteenth
century—that it would become clear that equdity of opportunity in the face of wage labor
and capital would beimpossible.

But in modern American economic life, the myth of equdity of opportunity has
once again made aresurgence. It has changed attitudes toward inequaity, making it not
only more acceptable overal but legitimizing it as the result of the fair operation of
markets. The regffirmation of aliberd society has dso meant the devduation of the
public sphere and the notion of the public or socid nature of the individual. Markets can
have effects only for individuds; they no longer impact communities. Costsare seenin
terms of individua costs, not as socid costs. Poverty israrely seen asthe result of
cumulative causation, but as the result of paucity of effort or laziness. Many Progressive
and New Ded theorists and policy makers of the early twentieth-century saw that a
modern conception of democracy required a transformation of the older, classcd liberd
theories about society and individudism. This reorientation of democracy moved
previous understandings of libera individuaism toward aricher conception of
democracy; one that incorporated the economic sphere as an aspect of full democratic

citizenship. The return to the framework of classcd liberdism in the late twentieth-
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century and the entire program known today as “neoliberdism” has therefore created a
barrier to glimpsing the political dimensons of economic inequdity.

This renewd of the ethos of classicd and libertarian liberdism has been &t the
core of the redirection of American democracy. Since the degeneration of socia
liberalism in the 1970s, spurred on by the intellectua project of thinkers such as Hayek
and Friedman, American democracy has reverted back to an atomistic conception of
liberalism which has decontested the market and led to an overal acceptance of
economic inequdlities. Indeed, the complexities of economic inequdity in America—
fromitsracia or spatid corrdaesto its effects on qudity of life and educationa
attanment—reqire attention.*® The critics of economic inequdlity, from various
politica orientations and historica periods, were consigtent in linking inequality of
economic outcomes with the demise of democratic life and politics. They were
consgtent in their emphasi's on the connection between materid inequdity and politica

equaity aswell. These notions have been radicdly reversed. Thetoleration and

acceptance of economic inequdity in contemporary America—something that has baffled

many politica andysts—has been the result of both the persistence of alibera economic
ethic which has placed emphasis on individua effort and opportunity over structura
concerns and the actud mechanisms of inequality and its transformation. The palitica
dimensions of economic inequality have been masked by this transformation of

liberdism. For an averson to economic inequality to once again enter into the mindset of

American palitics, its political consequences will need to be made clear. Only by looking

back through the egditarian tradition that was so deeply rooted in American political

thought will this new critique ever become possible.

260



261

Notes

! Finis Welch, “In Defense of Inequality,” p. 1 American Economic Review, May 1999,
vol. 89 no. 2.

2 For adiscussion of the crisis of New Dedl liberalism, see Alan Brinkley, The End of
Reform: New Deal Liberalismin Recession and War, pp. 15-30 (New York: Vintage,
1996).

3 See Bruce J. Schulman, The Seventies: The Great Shift in American Culture, Society
and Politics (Cambridge: Da Capo Press, 2001). For perspectives on this phenomenon
from the point of view of political economy, see Larry Sawers and William Tabb (eds.)
Sunbelt/Showbelt: Urban Devel opment and Regional Restructuring (New Y ork: Oxford
University Press, 1984). Also see Peter Trubowitz, Defining the National Interest:
Conflicts and Change in American Foreign Policy pp. 169-234 (Chicago: Universty
Press of Chicago, 1998).

4 Kevin Phillips, The Emerging Republican Majority, (New Rochelle, NY: Arlington
House, 1969).

® John Kenneth Galbraith, The New Industrial State p. 398 (Boston: Houghton Mifflin,
1967).

® Lizabeth Cohen, A Consumers Republic: The Politics of Mass Consumption in Postwar
America, p. 9 (New Y ork: Knopf, 2003).

" Paul Krugman, “For Richer: How the Permissive Capitalism of the Boom Destroyed
American Equdity,” New York Times Magazine, October 20, 2002.

8 For a discussion, see Thomas Frank, One Market Under God: Extreme Capitalism,
Market Populism, and the End of Economic Democracy, pp. 1-50 (New Y ork:
Doubleday, 2000); and Bruce J. Schulman, op. cit. pp. 102-120.

® For an important discussion of Knight's ethical and economic idess, see Sherryl Davis
Kasper, The Revival of Laissez-Fairein American Macroeconomic Theory: A Case Study
of the Pioneers, pp. 7-28 (Cheltenham, UK: Edward Elgar, 2002).

10 The evolution of libertarian and laissez faire idess within European socia and
economic thought in the late nineteenth and early twentieth- centuries cannot be fully

investigated here. For adiscusson, see Lorenzo Infantino, Individualismin Modern
Thought: From Adam Smith to Hayek, pp. 100-131 (London: Routledge, 1998).

1| udwig von Mises, Liberalism: A Socio-Economic Exposition, p. 10 (Kansas City:
Sheed Andrews and McMed, 1978 [1927]).

12 |bid., p. 31.



262

13 |bid., pp. 32-33.

14 See Finis Welch, op. cit for an excdllent summary of this position in amore
contemporary context.

15 Carl Menger, Principles of Economics, p. 121 (New York: NYU Press, 1950).

16 For a discussion of Hayek’ s ideas about epistemology, see John Gray, Hayek on
Liberty, pp. 1-26 (Oxford: Blackwell, 1985) aswell as Sheryll Davis Kasper, op cit. pp.
46-53.

17 Friedrich Hayek, Individualism and Economic Order, p. 14 (Chicago: University of
Chicago Press, 1948).

18 1hid., p. 7.

19 Friedrich Hayek, The Constitution of Liberty, p. 87 (Chicago: University of Chicago
Press, 1960).

20 For adiscussion of Hayek’sidessin this regard, see Kenneth R. Hoover, Economics as
Ideology pp. 203-218 (Lanham, MD: Rowman and Littlefield, 2003.

21 The Constitution of Liberty, p. 93.

%2 Milton Friedman, Free to Choose, p. 135 (New Y ork: Harcourt Brace Jovanovich,
1979).

23 Milton Friedman, Capitalism and Freedom, p. 166 (Chicago: University of Chicago
Press, 1982).

24 For an important discussion, see Stephen Eric Bronner, Ideasin Action: Political
Tradition in the Twentieth Century, pp. 55-67 (Lanham, MD: Rowman and Littlfield,
1999).

%5 Capitalism and Freedom, p. 172.

%6 Free to Choose, pp. 134-135.

27 Capitalism and Freedom, p. 29.

28 See Hayek' s discussion of liberty in The Constitution of Liberty, pp. 11-61.

29 Capitalismand Freedom, p. 5.



263

30 For animportant discussion, see Karen Orren, Belated Feudalism (New Y ork:
Cambridge University Press, 1991).

31 The classic analysis of this phenomenon remains Frances Fox Piven and Richard A.
Cloward, Regulating the Poor: The Functions of Public Welfare pp. 248-340 (New Y ork:
Pantheon Press, 1971).

32 For adlassic analysis of the idess from this period, see Elie Halévy, The Growth of
Philosophic Radicalism, (Boston: Beacon Press, 1960). For a specific discussion of the
utilitarian and liberd theories that thinkers such as Hayek and Friedman invoke, see pp.
120-150.

33 For adiscussion, see Charles Noble, The Collapse of Liberalism, pp. 14-18 (Lanham,
MD: Rowman and Littlefield, 2004).

34 For an important discussion, see John R. Munkirs, The Transformation of American
Capitalism, pp. 8-50 (Armonk, NY: M. E. Sharpe, 1985).

35 See Bennett Harrison and Andrew Sum, “ The Theory of ‘Dua’ or Segmented Labor
Markets,” Journal of Economic Issues, val. xiii, no. 3, 1979 and DahliaMoore, Labor
Market Segmentation and its Implications: Inequality, Deprivation and Entitlement (New
York: Garland Publishers, 1992).

36 For adiscussion, see Lizabeth Cohen, op. cit., pp. 200-256.

37 Douglas Rae, “ Democratic Liberty and Tyrannies of Place” in lan Shapiro and
Casiano Hacker-Corddn, (eds.) Democracy’s Edges (New Y ork: Cambridge University
Press, 1999). Also see Thomas Sugrue, “ The Structures of Urban Poverty: The
Reorganization of Work and Space in Three Periods of American History,” in Michad B.
Katz, (ed.) The Underclass Debate (Princeton: Princeton University Press, 1993). For
more on inequdities within urban areas, see Lawrence D. Bobo (ed.) Prismatic
Metropolis: Inequality in Los Angeles (New Y ork: Russell Sage Foundation, 2000) as
well as Alice O’ Connor, Chris Tilly and Lawrence D. Bobo (eds.) Urban Inequality:
Evidence from Four Cities (New Y ork: Russell Sage Foundation, 2001).

38 | an Shapiro, “Why the Poor Don’t Soke the Rich,” p. 123, Daedelus, winter 2002

39 For recent perspectives on deindustridization, see Jefferson Cowie and Joseph
Heathcott (eds.) Beyond the Ruins: The Meanings of Deindustrialization (Ithaca, NY::
ILR Books, 2003). Also Barry Bluestone and Bennett Harrison, The Deindustrialization
of America (New Y ork: Basic Books, 1982).

“0 For an important discussion, see Stanley Aronowitz, How Class Works: Power and
Social Movement, pp. 23-37 (New Haven: Yde University Press, 2003) aswell as C.
Wright Mills, “The Sociology of Stretification,” pp. 305-323 in Irving Louis Horowitz



264

(ed.) Power, Politics and People: The Collected Essays of C. Wright Mills, (London:
Oxford Universty Press, 1967). Also see the important analysis by Sheldon Danziger
and Peter Gottschalk, America Unequal pp. 124-150 (Cambridge: Harvard University
Press, 1995).

“1 See the discussion in chapter three of the present work.

%2 The most important of these studies include: Herbert McClasky and John Zaller, The
American Ethos: Public Attitudes Toward Capitalism and Democracy (Cambridge:
Harvard University Press, 1984); Sidney Verbaand Gary R. Orren, Equality in America:
The View from the Top (Cambridge: Harvard University Press, 1985); James R. Kluegel
and Eliot R. Smith, Beliefs about Inequality: Americans' Views of What Is and What
Ought to Be (New Y ork: Aldine de Gruyter, 1986); and Jennifer Hochschild, Facing Up
to the American Dream: Race, Class, and the Soul of the Nation, (Princeton: Princeton
University Press, 1995). Also see Nathan Glazer, “On Americans and Inequdlity,”
Daedelus 132, 2003 and Robert J. Samuelson, “Indifferent to Inequaity?” Newsweek,
May 7, 2001.

3 See McCloskey and Zaller, op. cit. aswell as Samuelson, op. cit.

4 James R. Kluegd and Eliot R. Smith, op. cit. pp. 5-6. As Stanley Aronowitz has
acutely observed concerning this same theme: “[M]any Americans take ‘ equaity of
opportunity’ literdly. They believe that being born poor or working classis not
economic destiny, that with a combination of luck and hard work . . . they can get rich or
at least achieve economic security.” How Class Works p. 15.

5 For adiscussion of this change in macroeconomic thought, see John N. Smithin,
Macroeconomics after Thatcher and Reagan: The Conservative Policy Revolution in
Retrospect (Aldershot, UK: Edward Elgar, 1990).

8 Richard A. Epstein, “Against Redress” p. 45 Daedelus winter, 2002.

7 Larry Bartds refers to this narrow, misinformed sdlf-interest as “unenlightened selif-
interest.” See his*Homer Getsa Tax Cut: Inequdity and Public Policy in the American
Mind,” Perspectives on Palitcs, vol. 3, no. 1, March 2005.

“8 For an important analysis, see Ledie McCall, Complex Inequality: Gender, Class and
Race in the New Economy (New Y ork: Routledge, 2001).



CONCLUSION
Restating the Case for Equality

The confrontation with economic inequdity in American palitica thought has
been complex. Asapaliticd tradition, it put forth an interpretation of inequadity that has
been ddegitimized and forgotten. The tradition did not recognize an absolute separation
between economic and politica power. Rather, it saw the effects of inequaity not only
in economic terms, but in politica terms, emphasizing the loss of freedom that
accompanied the redistribution of socia power as aresult of economic disparities. This
isthe very crux of the tradition, and it grounds a much broader politica project: the
elimination of hierarchical forms of socid and politicad power and the redlization that
political and socid freedom are inherently connected.  Paliticaly, the idea of economic
inequdity was associated with other forms of inequality and servitude. Economic
inequality was therefore not smply an extended discussion about the “fairness’ of
digribution asit is S0 often referred to in contemporary debates; rather it was adistinct
political category which was associated in the minds of most Americans with
dependency, servitude and unfreedom.

Economic inequdity chalenged not only the prevailing assumptions of autonomy,
sdf-aufficiency and liberty, it aso ran counter to the republican themes that emphasized
the importance of the free nature of civil society and the state. Republican inditutions
had dways been characterized as those which would guarantee that socid and politica
power not be used to for the benefit of the few at the expense of the whole and that
individuas would be protected from the randomness of power exercised by others.

Through an emphasis on the dangers it posed to the “public good,” inequaity was dso
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seen as having the capacity to digtort political power and redirect the activities of the
dtate and society toward the ends desired by smdler factions. If the libera economic
ethic that was so important in the formation of American socid and politica thought
emphasized the centraity of the labor theory of value and property and the negative
freedom of non-interference, then the republican dements of this tradition emphasized
the category of citizenship and the rights of a citizen of the politica community to be free
from the domination and servitude of others and to rid society of dratified forms of
power and hierarchies which had characterized older societies from ancient Egypt
through the English monarchy. Thiswas not atradition that carried on in some abstract
politica discourse through the centuries; it was one that confronted interests, materia
forms of socid power and concrete politica problems. It was not an absolute or
communigtic form of egditarianism that was sought by most of the critics of inequdity in
American thought, but an emphass on equdity as ameans to true political freedom and
the absence of unequa power rdations in every sphere of life.

Highlighting the fact that the concern of this tradition was not with a crude form
of leveling, but an antipathy toward socid fragmentation and the emergence and
solidification of economic and socid hierarchy isimportant because it framesthe cdls
for equdity and the critique of inequdlity that existed throughout the development of
American political thought is especialy important in the contemporary context. The
prevailing conservative view that dominates contemporary discourseis that the concern
with equality was dways historicdly afunction of the jedousy of the “have-nots” and
that it should be seen aslittle more than amora pleasantry and, even worse, asocid

scientific anachronism.  Since the concern of thistradition was rardly, if ever, with
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utopian ideds of socid equdlity, but with arage againg the politica and socid
implications of inequdity, we are in a better postion to argue for the relevance of this
tradition for contemporary affairs than we might & first redlize.

The politica dimengons of economic inequdity are essentid. Whét isinteresting
about the American discourse on economic inequaity was the way that the boundaries
between palitical and economic life werein fact not a dl firm. Digparitiesin economic
power were interpreted as disparitiesin socid and political power aswell. There was no
confusing the matter of how socid and individua freedom would become endangered:
once certain individuas or segments of the community obtained unequa power over
others, thiswould be the beginning of the end of any kind of democratic republicanism
and therefore any red sense of palitica freedom. Feudd indtitutions were gill palpably
fet by early American citizens and their gpproach to economic inequaity was influenced
by their opposition to socid hierarchy and thelr hatred of inequality and despotism. But
thisis precisdy the political impulse which has been lost in contemporary American
political thought. When applied to the way that economic inequality is now understood
and debated, it becomes clear that the split between economics and palitics which
American liberalism has aways held obfuscates the deeper political significance of
economic inequdity. Thisis something that the older critics of economic inequdity in
Americaknew dl too well, and something which needs to be recovered if anew and
critical discourse on economic inequdity isto emerge.

The higtorical trgjectory of this politica discoursein American thought was
congstent in arguing for the dimination of economic disparities and the connection

between the effects of unequal wedth and palitica power. Stemming from both classicd
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and modern sources, the concern with inequaity was degply entwined with the concern
for political freedom since the biggest threets to freedom were seen as the emergence of a
new arigtocracy of wedlth on the one hand and the loss of any red possibility for
economic autonomy on the other. What informed the early period of the discourse was a
dua concern with both liberal and republican themes and it was the potency of thisfuson
that had much to do with the early radicdism of the egdlitarian tradition. Theliberd
economic ethic sought salf-sufficiency and autonomy in order to fight servitudein
economic affairs. It was republican in its characterization of civil society and public
indtitutions, and privileged public wefare over the interests of the few. Within the

context of a pre-industrial economy, this would prove arich ideologica source to counter
economic inequdlity in the early republic.

But as capitdism developed and transformed American economic and socid life,
the politica assumptions and arguments which buttressed liberdism began to erode and it
would become—as an economic ethic—a degenerated argument for possessive
individuaism and for inequdity aswell. The economic egditarian dimenson of the
liberd tradition has dowly exhausted itsdlf. The reasons need to be seen not smply in
the reaction to the welfare state that became ascendant in the late 1970s and 1980s and
which dill perssts. There has been atransformation of the political and economic ethic
in American political culture. It isatransformation that has moved popular ideas about
economic and palitica life away from the radical concerns of equality and freedom that
characterized the egditarian tradition. It has reinterpreted liberalism as a purdy
economic doctrine, replaced concerns for self-aufficiency with thet of saf-interest, and

cadtigated the role of the state in the economy as backward and even authoritarian. The



link between economic equaity and freedom has aso been serioudy reworked. Whereas
the backbone of the egditarian tradition was its emphasis on the way that economic
inequdity forged relaiond networks of servitude and dependence aswell asthe
corruption of the public welfare, the contemporary discourse on economic inequality—
specificaly since the 1980s—tells Americans something quite different: that capitaism

and equdlity of opportunity are essentialy the same and thet liberty in economic termsis
equivaent to politicd liberty aswell.

It isfor this reason that this study focused on the history of the idea of economic
inequdity, on apalitica tradition asit was articulated in American palitica thought and
soaid criticism by thinkers who saw the economic system as moving againg the
imperatives of equality and liberty thet they saw lying a the heart of the American
politica project. My assumption throughout this analys's has been that ideasinform and
legitimize inditutions; thet they shape the way that politica redity is perceived.

Ideology is something that can support or erode the indtitutiond redlities of socid life and
itisfor this reason that the political tradition of economic egditarianism thet was
foundationd to the understanding of the American palitica project sinceits inception
needs to be reinterpreted and revived. If theimplications of economic inequdity were
seen in explicitly politica terms, it was because inequdity was seen as athreet to
republican vaues. to aharmonious poalitical and socid life which was characterized by
the absence of domination and servitude. Economic life was aways intertwined with the
palitica life—if individuas were dependent upon others, they would, as Jefferson rightly
saw, become subservient to them aswell. Thisisthe crucia lesson which must be drawn

from the history that | have sketched in these pages. namely, that for the contemporary
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discourse on economic inequdity to have any red impact, it must revive the politica
interpretation of economic class that the American egditarian tradition put forth. It must
reconceptudize class divisons as crystdlizations of socid power and must argue that
policies and steps toward economic equality are steps toward a more robust conception of
political democracy and the expansion of socid and individua freedom.

Conservative economists continue to argue the merits of inequaity and the actua
scope of its economic effects. But the central concern ought to be politica rather than
economic in nature. The liberd economic ethic that was dominant throughout the
eighteenth and early nineteenth-centuries has been stripped of its political force.
Liberalism as adoctrine no longer possesses an intdllectud or politicd affinity with avic
republicanism asit did in the first century of American politica thought and culture. The
economized conception of liberalism that predominates in American politica culture ill
focuses on the idea of individud liberty, but in negative terms and its judtification for
possessive individudism in the context of a market society hasled to the judtification of
inequdity. Thisiswhy liberdlism isinsufficient as afoundation for sating the case for
economic equdity. Liberdism’s emphasison individua freedom and the absence of
externd congraint made perfect sense for a politica project bent on combating feudal
socid arrangements and pre-liberd socid norms and ingtitutions (everything from racism
to sexism and the like). But it has been unable to combat the problem of class and
economic inequaity Smply because liberalism—as an economic ethos—has come to
privilege possessve individuaism over its previous thrust of economic autonomy. The
labor theory of property was aradica onein afeudd economic context. Itsemphasison

individud labor and the freedom to exchange without the interference of the state was an
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expression of anti-authoritarianism in the face of feudd and mercantilist inditutions,
assumptions and ways of life

Asthe evolution of the economy moved toward modern capitalism, the politica
thrust of the liberal economic ethic, once aradical one which aimed to erode hierarchica
divisons of power, would lead toward areconciliation of capital and labor. To be sure,
the radica nature of the egditarian critics of the early nineteenth-century in America
rested on an understanding that the new inditutions of capitalism would corrupt the
ability of the liberd economic ethic to operate properly since capitd could only
accumulate more for itsdf by living off of the labor of others. The radicd egditarian
critics were unable to stop the transformation and modernization of American capitaism,
but their critique till harbors within it aradica message for today: namely thet the lens
of liberdism is unable to argue for a sufficient understanding of economic equdity.
Liberdism has become ajudtification for American socid dratification Smply because
capitdism is no longer viewed as the generator of inequality; rather, it is seen that natura
distinctions of tdent, kill, intelligence, etc. within the context of a“freg” market are
responsible for market outcomes.

Thistrandformation of liberalism that began with thinkerslike Mises, Hayek and
Friedman was viewed by them not so much as atransformation but rather as a restoration.
These thinkers saw their ideas as reinvigorating the authentic tradition of classicd
liberdism: the minimal state, non-interference of the individud and economic affairs, a
firm separation between economy and polity, and, most importantly, the connection of
these attributes with what they saw as*“true’ liberty. What they achieved was an

economization of liberdism which gutted the Lockean-ingpired idess of the eighteenth



century and early nineteenth-century critics of inequality of its political implications.
Unlike the critics of inequdity during the early republic and Jacksonian periods, the
liberd economic ethic now servesto promote and justify inequdity rather than critiqueit.
The reason for this has been the transformation of the economic context: whereas an
economy based on small-scae production, agrarianism and locdized economic life could
utilize the labor theory of value and property as atool to promote equality, from the
industrid period onward, thiskind of economy has been thoroughly replaced by one
characterized by wage labor and the unequadizing effects of capitd. The older ided of
the libera economic ethic has turned into a narrow individudism which largely eschews
the public good and puts emphasis on economic logic over that of collective public good.
We are therefore | eft with a Situation where inequdity can be judtified even by the very
people who suffer worst from its consequences.’

This tranformation of liberdism is centrd to the explanation of the decline of the
egditarian tradition in American palitics. The narrow, libertarian understanding of
liberalism—uwith its emphag's on negetive liberty and hedonic utility maximization—has
become the staple of a consumerist culture with its post-industriad work culture and an
anomic division of labor. The reification of amarket society has pushed paliticsto the
periphery of everyday life, and, as aresult, the implications of economic inequdity
becomes lessvisble. Of course, the redlity of the way that the welfare Sate was
perceived during the late 1970s and 1980s perssts. as an indtitution that fosters
dependence rather than a culture of work, and so on.? But it isnot Smply areaction
againg the legacy of New Ded liberdism and the Great Society that we are dedling with,

but a deeper transformation of the American liberd tradition itsdlf, its depoliticization
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nature and its turning away form its former civic republican context. Indeed, there should
be no mistaking the fact that the civic republican dimensions of American palitica

thought emphasized a different understanding of human and political freedom then is
commonly understood today smply because the antipathy to hierarchy and inequdity
was S0 intense.

Indeed, the way that liberalism was reassessed by the Progressive and New Deal
thinkers was crucia for effecting amgor reorientation of American democracy. For the
fird time, the idea that had been in the minds of many during the revolutionary period
that political equality and economic equality were seen as mutudly reinforcing concepts
was revived and brought to bear on modern capitaism. The traumatic experience of
laissez faire policies and the bruta effects of indudtridism and inequdity during the late
nineteenth-century had taken their toll and the turn toward the state as the proper arbiter
for acomplex, developed nationd economy was seen as obvious. The“socid liberdisam”
of the early twentieth- century saw democracy as extending deep into the sphere of
economic life. A new sense of public interest was initiated and the emphasis on palitics
over that of the market made sure that economic ends served the public interest and not
the interest of capital done. All of this has been reversed by the libertarian
transformation of liberdism. Even though the liberd economic ethic placed primary
emphasison theideaof individud effort as the source of dl legitimate wedth and
property, it was within an economic context that precluded corporations and the lega
protection of accumulated property and profit that was not in fact garnered from one's
own labor. Inthisregard, the production process of modern capitalism was seen for what

it was: the theft of labor from laborers for the sake of profit. Inequality was the result of
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the corruption of the libera economic ethic, not its redization. By recagting the liberd
economic ethic in its libertarian form, liberalism has become little more than an gpologia
for economic inequdity. Inequdity is now judtified as the outcome of differentidsin
effort and talent rather than as the result of ingtitutional mechanisms inherent in the
production process itsdlf.

It isfor this reason that restating the case for economic equality requires a
transcendence of the palitica limitations of modern American liberalism and the kind of
political, economic and culturd ethos that it has unleashed. Whereas in the padt,
liberdism in Americawas able to expand politica equditiesin the face of entrenched
irrationd traditions and anti-liberal doctrines and indtitutions of davery, Jm Crow and
the denid of women'srights; it has shown itsdlf to be conastently ineffectud in
maintaining any real, enduring condition of economic equdity or to make a coherent case
for itsmora judtification in the face of its detractors. What needs to be reclamed isthe
political emphasis on the idea of economic inequality as the starting point for diparities
in relaions of socid and politica power. The concerns of equality, the antipathy toward
hierarchies and, most importantly, the concern with the absence of domination, is what
informed the critics of economic inequdity throughout American political thought and it
is this interpretation of economic inequality the needs to be privileged® Indeed, the
earliest American thinkers and writers on the topic aso shared this concern, but it was
largely a speculative and, indeed, theoretica enterprise. Once the intensification of
cgpitalism began to st in, once individuas began to lose economic autonomy and the

redlity of class hierarchy became evident, then did the problem of economic inequdity
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begin to evolve as adigtinct political discourse within the broader framework of
American politica thought.

The concern with republicanism isimportant, in this regard, because it provided
thinkers with the gppropriate normative framework through which to judge the evolving
economic divisons and the budding aristocracy of wedlth that was emerging. Although
its most immediate concerns were with the dimination of patterns of socid, economic
and politica life such as kinship relations and patronage that were remnants of the older,
quas-feuda socid and economic order inherited from Europe, the main thrust of the
republican sentiment in American political thought was the thorough dimination of al
forms of servitude and domination.* And it isimportant to note that up until the late
nineteenth-century, the liberal economic ethic and these republican sentiments were part
of the same project. Today, however, liberalism—as gpplied to the realm of the economy
and property—haslogt its aaility to argue againgt the effects of cgpitdism, inequality and
the conditions of the workplace. It isnot smply that capitalism has become ascendart, it
isaso that American liberalism has accepted much of capitaism’s effects. Liberaism's
emphasis on individua labor, property right and its individualistic conception of liberty
has melded with the consumptive ethic of late capitalism. Inequdity has therefore
become not a socid concern, one that touches on the very character of paliticd life, it has
become the very result of the liberal economic ethic, arenewed state of nature patterned
by the “naturd” outcomes of the market. The diminution of inequdity as a problem that
touches on more than economic concernsis one of the casudties of the modern

trandformation of liberdiam.
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Pacing the argument againgt economic inequdlity in its proper historica context
istherefore important. Although the critics of the early nineteenth-century assailed the
emerging inditutions of banking and capitdist wage labor, their concern waswith
economic autonomy: with the ability of individuas to be free from the arbitrary exercise
of power that owners and employers could exert on them and to lead a sdlf-sufficient
economic life free from dependence and servitude. Thiswas the impulse that informed
the critique of inequdity, and its palitical implications ill have importance in an age
where working people—of dl varieties—have less control over their workplace and their
economic future. Astheseradica critics of inequdity saw it, there was no smple
separation between political and economic equality; the crude distinction would have
been rgected because of itsimplausibility, but aso because the economic sphere was
interpreted as a distinct sphere of power, not a neutral mechanism of distribution and
production. The emphass on republican themes is therefore not anachronidtic; if
liberdism now provides a judtification for individudistic economic life, republican
themes can shed light on different aspects of socid power and inequality.

Economic inequality therefore condtituted a transgression of fundamenta politica
principles for most of American palitica thought in the sense that the common wedl was
being subordinated to the interests and the benefit of the few. The connection between
palitica principles and economic conditions was something that many of the early
thinkers that form America s egditarian tradition privileged. They saw that the very
coneception of citizenship—broadly defined as the participation in the politica
community and the palitica rights that it bestowed—was put at risk once the

maldigtribution of materid forms of life worsened. They may not have given voice to the
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conditions of davery in the South and they were indifferent to the inequalities brought
about by a gendered division of labor. Stephen Simpson’ s line from 1831 that America's
politica and socid experiment had discovered that the real ends of government were to
“sacure the hgppiness of the many instead of minigtering to the benefit of the few” was an
expression of this sentiment, but it also spoke to the way that economic inequality would
be interpreted as going againgt the broader ideas of equdity that American politica
thought had at its very core® The critique of economic inequality was therefore
intimately bound up with broader conceptions of socid and individud equdity and
freedom; with the ways that working people and their employers related to one another;
the various opportunities that were becoming less and less available to them as a distinct
socid class; aswas the ability to live alife of economic autonomy rather than servitude.
This concern was not liberd in the narrow sense that we understand it precisaly because
it was concerned with more than an ided of negative liberty, or of non-interference.
These thinkers saw—as did the republican theorists throughout western thought—that
norinterference was not equivalent to diminating forms of domination.® Thisiswhy the
radica critics of the early nineteenth-century as well as the mord critics many decades
later saw the problem in indtitutiona terms. The concerns of political freedom (theorized
asthe lack of domination) were therefore intricately involved with the concern with
economic inequdity.

The liberd- republicanism of the critics of economic inequaity therefore saw
freedom not smply in individua terms, but in socid termsaswell. They saw the
importance of patterning indtitutions so that inequaity would not arise Since economic

inequdity gave rise to dependence, servitude and the corruption of the very mora basis
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behind the politics of America s republican enterprise. Thiswas evident in the concern
of theradicd critics with the problem of wage labor and the new indtitution of capitalism
that was emerging during the early nineteenth century. 1t was a concern not smply with
the problem of inequdlity, but that the indtitutions of society that were generating these
inequalities were rendering the capacity for individua freedom nearly impossible.
Although it is certainly true that the fight for legd rights on the part of working people
took the form of liberd arguments againgt a*belated feudaism,” it is equaly important
to seethat asatradition, asacritica politica discourse, the critique of economic
inequdity in American palitical and socia thought was dominated by the republican idea
that freedom was not possble in mere individudigtic terms, thet it required more than an
equdity of opportunity, but dso the dimination of inditutions that were transforming
economic life, that the very socid and politica context was being remade by the forces of
capitd. In contrast to the liberd vision, the republican idea of equality and freedom saw
politica and socid freedom more in terms of the dimination of ingtitutions that would
interfere with the freedom of individuals and the arrangement of ingtitutions so that
domination and interference of individua freedom was diminated. Even more, they
were able to see the palitica implications of inequality in the ways that perverted power
relaions would unduly affect the public good, steering democrétic indtitutions away from
their universalist ends.

Thekind of republicanism that was imbued in the views of the critics of economic
inequdlity throughout the nineteenth- century saw economic inequdity not as the result of
merit and reward, but as the result of the emerging economic inditutions of capitalism.

Inequality was produced by a new economic aristocracy, and as inequality grew, the



disparity between the reations of power between workers and capitalists would continue
to broaden. The emergence of the wage system was particularly problematic not only
because it would create a new form of economic servitude—something that the critics of
inequdity had seen the Revolution as diminating—but because, as an indtitution, it was
creting an unequa society based on the unequa division of property and wedlth rather
than one based on merit and reward. There were no illusions about what capitd actualy
was and what its effects would be. The republican themes of this critique were essentia
because it enabled egditarian critics to view inequdity not as a phenomenon of inter-
persond differences, but as an inditutional phenomenon that was intimately tied to the
politics of humen liberty.

Thisiswhy it is essentid to bring the debate about economic inequdity back to
the very foundations of the egditarian tradition itself. In its twentieth-century guise as
Weyl’ s “socidized democracy” and Dewey’s “socid liberdism,” modern interpretations
of republican themes privileged the public interest over that of individua interests and a
conception of the public good over that of economic hedonism. What they saw as
“chaotic individudism” needed to be countered by the ingtitution of the Sate; the market,
the economy, was being reveded for what it wasjust as it had been in ancient Athens
thousands of years before: as an indtitution that would atomize society and dissolve the
cohesiveness of the politicd community. Even further, they were ableto link thisto
concernsfor socid justice and a project of degpening democracy itsdlf. It was a project
that defined laissez faire ideology as anti-democratic and anti-modern. The success of
the libertarian attack by those like Hayek and Friedman therefore brought the narrow,

“classcd” liberd doctrine into ascendance over these republican-ingpired themes. The
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curious balance or fusion between liberalism and republicanism that characterized
American palitical thought from its inception has become inordinately biased toward
liberd idess of property, accumulation, individudism and sdf-interest.

Wheress liberdlism was utilized by radicas in the nineteenth- century as a means
to argue for economic equdity, its reliance on the notion of individud labor and the
possession of the fruit of one' s labor has become the obstacle to arguing for economic
equdity in the modern political context. Outside of the agrarian economic framework
within which it could exert radicd influence, it has become—in its own way—the
defense of economic divisions. No longer are CEOs and bankers seen asidlersliving off
the labor of working people. Today the reification of the economic system has placed
economics over palitics; it has collgpsed ethics into interest and it has denatured the idea
of public goods to the most menid and inggnificant inditutions and services. The earlier
connection that was seen between political rights and economic redlities has been logt.
Liberdism’s aomism, itsinability to conjure up anotion of political goods as
superseding the individualistic economic interests of socid actors has resulted in the
fragmentation of a public sphere that is cracked by economic divisions.

The higtoricd and intellectud arc that has been sketched in this study should be
seeninitsertirety, as an arc that has seen the rise of the American egditarian tradition,
its fruition and, in the end, its exhaustion and defest. The concern for economic
inequality no longer looms as an important issue in American culture or American
politica thought. Even among workers and the working poor, the injustices of inequality
continue to take their tall, but there has been an eroson of the idess and values that once

informed their opposition. And athough this study has also sketched an inegditarian
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tradition in American political thought—abeginning with thinkers like Hamilton through
Sumner, Hayek and Friedman—it is not so much the victory of this discourse over the
egditarian discourse that isimportant as the way that liberdism has become predominant
over the older republicaninspired themesthat, in my view, explainsthis shift avay from
concerns with economic equdity.

The struggle for economic equality has been weakened by a gradua acceptance of
liberd capitaism. The way was paved by the broader turn toward classicd liberdismin
nineteenth-century American political thought would serve to atenuate the critique of
inequality in the sense that it would steer American politica thought toward being more
tolerant of capitdism and its effects. It would aso give more weight to the anti-
egditarian tradition by legitimating an gpalitica conception of the market and the
economy; a conception that would mature into a broader ideologica attack on the modern
welfare state and dilute the egdlitarian tradition, al but sopping it in itstracks asthe
twentieth-century came to a close.

Apologigsfor laissez fare and libertarianism have become very influentid in the
closing decades of the twentieth-century. Their ascendance was not due to the fact that
they gppeded to an outright judtification of inequaity—as Hamilton and Sumner had—
but because they emphasized a split between the spheres of politics and economics. The
liberal doctrine that they developed—based on “classcd liberdism” and its utilitarian
presumptions—articulated a doctrine of an “equal right to be unequa” in the sense that
equality wasto be restricted to equality before the law, leaving the effects of the market
essentially unchecked by any form of politica regulation Even more, they were able to

collapse what they referred to as “economic liberty” into political liberty itsdf. Thisisa



discourse that has not only become influentid in the United States, but has aso gripped
much of Europe aswell.” But perhaps most importantly of al, it has sunk deep into the
fabric of American politica culture serving as ajudtification for economic divisons and
anew economic hierarchy.

Renewing the claim for economic equdity therefore requires not areinvention of
liberalism but rather a renewed emphasis on the republican themes that dominated the
cdlsfor socid equdity throughout American socid history, most specificdly the
eimination of inditutions that were fostering inequality, such as capitd itsdf. It requires
that the emphasis on class hierarchy and its ability to distort democratic politics a
multiple levels be made apparent and its politica effects—perhaps more than its mora
implications—be brought to the forefront. Thereis no question thet liberalism has been
able to make serious gains in the areas of race and gender; but the problem of class and
economic power persgs, and, in many ways, thisisthe result of the predominance of
liberalism over the republican themes that ingpired the anti- hierarchica impulses of the
radicd critics of economic inequality.

Part of the reason for thisis the way that economic ingtitutions have shaped

political interests and the way that ingtitutions in America were shaped to protect

property rights and the ability to accrue property and wedlth at the expense of the broader

interests of the political community. But the other component to this explanatory taeis
the redlization that American liberdlism and itsingstence on the individua and Natural
Rights grounded in property acts as a consgstent counterforce to the more radica impulse
toward socid equality that served astheintellectua and mora backdrop throughout

American egditarian tradition. Indeed, it should be remembered that the arguments of
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amogt every thinker who worked within the inegditarian tradition in American politicd
thought were never againg political equdity and the equa application of the rule of law
to dl individuds. The problem has dways been how to argue for equdity in the face of
individua claimsto property and the vestiges of the liberd labor theory of property. This
was, to be sure, something that the egditarians saw as centrd to their argument againgt
the rise of economic modernity; but it is adso important to see that this persstence of the
liberd economic ethic would come into conflict with the republican themes of equdity
and its emphagis on the abalition of domination, ingitutional and otherwise,
Contemporary events give evidence to these broad clams. The new inequdity in
America has effected aradica change in the course and direction of American
democracy. From the spread of regressive tax policies at national and State levelsto the
deregulation of business and the defunding of socid welfare programs, the assault on
economic equality has been pervasve and intense. Economic inequdity needsto be seen
as more than amord dilemma over competing conceptions of “fairness.” It structures
power relationsin the sphere of everyday life; it consgns segments of the population to
degtitution and servitude; and it enhances the asymmetrical power reations that distort
electora palitics, the activity and function of the mediaaswell asredirect the gods of
socid policy toward the interests of business away from the broader needs and interests
of the public. American palitica thought was characterized by its critique of these
themes and a push for a substantive form of socid equality. This study has outlined how
the ideas of economic inequality and equality were conceptualized, how they were
enligted to criticize the prevailing inditutions of the time and how they were congstently

informed by the project of redizing equdity. Taking lessons from the ingghts that this
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tradition put forth as well as learning from its politica impulseis therefore centrd to
restating the case for equdity and re-igniting the critique of the “new inequdity.”

The effects of economic inequdity are by no means smple to define—they
reach into very subtle nuances of everyday life. But there should be no mistake about
what the centrd concern should be: that the failure of the American struggle for
economic justice—most obviousin the last quarter century—nhas been the result of the
collgpse of the political. Unlike other areas of socid life—from race, gender, and now
sexud orientation—politica liberalism has been unable to overcome inequdities of class
precisaly because it has been unable to locate the very mechanism of inequdity itsdf:
that cagpitalism and “freg’” markets generate inequdities from the very nature of the
production process itsdf and that an “indienable right” to property—as unequdly
digtributed as it isin modern capitdism—needs to be held accountable to democratic or
public ends. Indeed, this was pointed out by the earliest American critics of economic
inequality and it is something that ought not to be logt in contemporary considerations on
the subject.

Although the specific fears of socid dissolution and tyranny that the western
tradition and early American thinkers possessed may not be on the horizon in the near
future in the United States, it should be clear that contemporary inequality, and the
trangposition of the ideas of liberty and freedom to mean mainly economic freedom and
liberty, has led to a society of dependence. The economization of American society has
resulted in the forfeiture of political principles to economic ones. American thought has
away's been based on economics. The poalitical ideas of liberty and equdity were

fundamentally bound to the materia referents of property and labor. These materid



extensions, if you will, of those concepts buttressed political concepts. But now, it isthe
political concepts that buttress the economic ones.

Much of the problem with the liberd assault on economic inequdity isthat it was
never able to grasp the mechanisms of inequaity. The focus on redigtribution was often
meade by the egdlitarians. John Pickering advocated aradical redistribution of equal
shares of property and Henry Demarest Lloyd argued asimilar program. But even they
were unable to see that inequdity was not Smply the result of privilege or monopoly
power. Without question, the anti-aristocratic impulse that stood behind these radical
critiques was unable to see that inequality is endemic to market sysems and that it isthe
capitdist production process itsdlf thet is the engine for inequdity. However, the early
labor radicds from Langton Bylleshy to Orestes Brownson and John Pickering saw
cgpitdism in those terms, and their critique was motivated by what they saw asthe
corrosve effects of these new economic arrangements on the kind of economic life thet,
in their view, was conditutive of the political ideds of equdity, justice and liberty. It
was motivated by political concerns and not by ideologica ends that were imported or
derived from non American sources. And thisis significant since it was the politica
impulses of the American republican tradition—its res stance to hierarchy, its hatred of
servitude and the palitica importance it placed on the equd dignity of individuasin the
face of oppressve and exploitive socid relations—that ingpired the critique of inequaity
and sustained the discourse for well over a century as capitalism corntinued to mature and
develop.

The kind of economic individuadism that has evolved in contemporary palitical,

economic and socid thought has eroded the foundations for the kind of intellectud,
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palitical and mora assault on economic inequadity that marked most of American history.
This move has been the result of a certain triumph of economic liberdism. What is
curiousis that American tradition of criticiam has become largdy mute. The persstence
of inequdity isnot Smply the result of economic factors. Themord critics of inequality
knew dl too wel in the late nineteenth- century, dthough this has been lost on
contemporary thinkers, that only a consciousness of the political dimensions of economic
divisons can lead us to glimpse the full implications of inequality’ s effect on politica
freedom. Thiswas, to be sure, ingpired by the requirements of socid welfare and the
democratic principles of an egditarian socid order that were influenced by
Enlightenment ideas countering hierarchy, and privilege, but it was dso motivated by
what we now call the republican themes that emphasized avery different understanding
of equdity, which was fearful of the fragmentation of the public sphere that would result
from economic divisons of power. Restating the case for economic equdity therefore
requires that we look back to the palitical dimensions and implications of inequdity

itself, to resurrect the politica project that once pervaded the minds of the American
critics of inequdity and their radical emphasis on freedom as the absence of inequality.
Only then will arenewed egditarian project become possble, resurrecting the politica

Spirit of the past within the possibilities of the politics of the present.
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Notes

! Thomas Frank seeks to analyze this problem aswell in his What' s the Matter with
Kansas? (New Y ork: Metropolitan Books, 2004).

2 For adiscussion about the turn away from inequality as a concern in modern American
politics, see Jeff Madrick, “Inequaity and Democracy,” in George Packer (ed.) The Fight
Is for Democracy (New Y ork: Harper Perennid, 2003).

3 For adiscussion or this aspect of republicanism in early American politica thought, see
Gordon Wood, The Radicalism of the American Revolution, pp. 95-145 and 169-189
(New York: Vintage, 1991). For adiscussion of republican ideas among the early

working class movements, see Sean Wilentz, Chants Democratic: New York City and the
Rise of the Working Class, 1788-1850, (New Y ork: Oxford University Press, 1984) as
well as Rondd Schultz, The Republic of Labor: Philadel phia Artisans and the Politics of
Class, 1720-1830, New Y ork: Oxford University Press, 1993).

* It isimportant to note that Karren Orren argues that it wasin fact liberal ideaswhich
served to attack pre-liberd inditutionsin the workplace. See Belated Feudalism: Labor
the Law, and Liberal Development in the United States (Cambridge: Cambridge
Univergity Press, 1991).

®> Stephen Simpson, The Working Man’s Manual: A New Theory of Political Economy, on
the Principle of Production the Source of Wealth p. 138 in Joseph L. Blau (ed.) Social
Theories of Jacksonian Democracy (Cambridge: Hackett Publishing, 2003).

® For an excdlent theoreticad and historical discussion of this theme, see Philip Pettit,
Republicanism: A Theory of Freedom and Government pp. 51-110 (Oxford: Oxford
University Press 1997).

" See Gilles Leydier, “Dimensions of Inequaity in French and British Political
Discourses Since the Early 80s,” in John Edwards and Jean-Paul Révauger (eds))
Discourse on Inequality in France and Britain, (Aldershot, UK: Ashgate, 1998).
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