CHAPTER 2

Alternative Theories of Distributive Justice
and Social Inequality: Liberal, Socialist,
and Libertarian Perspectives

Andrés Solimano

This chapter examines alternative views of the concept of distributive justice
(or social equity) as an intellectual idea, a vision of society. and a guide to
public policy. The chapter is, in a sense, an exploration of the interface between
economics and philosophy. This is an expanding field, receiving recent con-
tributions by both economists such as Amartya Sen and John Roemer and
philosophers such as John Rawls, Robert Nozick, Ronald Dworkin, G. A.
Cohen, and others.!

This chapter identifies three main views on distributive justice. One is the
liberal perspective. In turn, within the liberal view two main approaches can be
distinguished: (1) utilitarianism and modern welfare economics and (2) the
theory of justice of John Rawls. A second main perspective is socialist, chiefly
associated with Marxist theory in its different incarnations, both classical and
“reconstructed.” A third perspective, that of the /ibertarians, although it shares
some principles with liberalism, is critical of the concepts of distributive justice
and social equity, highlighting the central role of individual freedom, self-
ownership, and a minimal state as the main building blocks of their vision of
society.

Next, common questions and different answers of each view are discussed
in an attempt to integrate the main issues. The chapter concludes with some
implications of the preceding discussions for social reform.

Liberals I: Utilitarians and Welfare Economics

The main exponents of the utilitarian tradition are Adam Smith, Jeremy
Bentham, John Stuart Mill. Francis Edgeworth, and Wilfredo Pareto, whose
work was later incorporated in the formal framework of wellare economics by
Arthur Pigou, Abraham Bergson, Paul Samuelson, and others. Method-
ologically. utilitarianism and neoclassical economics are individualistic and
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assume rational choice in the modern sense that individuals maximize utility,
say, a well-defined order of preferences over a certain space of goods.? A
central feature of utilitarianism and welfare economics 1s that it casts the
problems of social choice in the same terms as individual choice; in the case of
society, alternative states and policies are ordered and evaluated in terms of
their contribution to the maximization of an economywide welfare function.
Productive factors are paid according to their marginal productivities, so in-
come distribution refiects personal abilities, effort, and endowments of produc-
tive resources. The theory is said to be concerned with social equity in the
specific sense of including @/ individual utility functions, each carrying equal
weight, in the construction of the social welfare function. So, in judging alter-
native social states, everybody matters and each person counts equally. What is
sought is to maximize the total utility in society.® Interpersonal comparisons of
utility are ruled out, and Pareto criteria are used to evaluate alternative social
positions. This procedure, as we shall see with Rawls’s theory of justice, is not
innocuous for altering initial distributions of income and wealth.,

The theory has been subject to several eriticisms. Two of them are particu-
larly important. The first is that a social preference ordering that satisfies
cerfain basic conditions cannot be constructed (Arrow’s impossibility the-
orem).* The second objection, and perhaps the most important from an ethical
perspective, is that posing the problem of social choice in terms of maximiza-
tion of a social welfare function may tolerate distributions of individual wel-
fare that can be very unfair or regressive from a distributional perspective. The
egalitarian critique of utilitarianism is that it cares only about fofal utility in
society (the sum of individual utilities) and not how utility is distributed among
its members.3

Liberals II: Rawls's Theory of Justice

An important alternative to utilitarianism (and welfare economics) in the lib-
eral tradition is the theory of justice developed by John Rawls. In turn, this
theory is strongly influenced by liberal political philosophers such as John
Locke, Jean-Jacques Rousseau, and Immanuel Kant.6

Rawls seeks to develop a theory of justice that is unaffected by initial
differences of wealth, social status, and talents, all traits considered to be
“morally arbitrary” for Rawls, in the adoption of general principles for social
justice embedded in a social contract (in practice, the social contract could be
thought as a constitution or institutional design meant to define economic and
social policies). Like the theory of the utilitarians, the theory of justice of Rawls
rests on the assumption of rational choice in the sense that individuals will seek
the consistent achievement of their preferences. However, Rawls stops there
and does not make the utilitarian jump from individual to social preferences
expressed in the welfare function, a procedure strongly rejected by him.”
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Another important difference between Rawls’s theory and utilitarianism
is the substitution of “primary social goods” for the concept of utility. Primary
social goods include (besides income and wealth) basic political rights: rights
of voice, association, political participation, election to government office, and
so on. Then the key problem for Rawls is how to choose a political-economic
system that assures just access to the vector of primary social goods by
individuals.

To ensure “fairness” in the result of a just social contract governing
cooperation among individuals, Rawls creates the fiction of the “original posi-
tion” of a rational individual negotiating the social contract that will set the
principles of a just social order. That “original position” will be subject to a
“veil of ignorance,” which makes each individual negotiator ignorant of his or
her endowment of wealth, talent, social connections, and other attributes that
can bias negotiation in favor of or (against) him or her. In other words, the veil
of ignorance seeks to avoid a situation in which the personal interests of the
players, negotiators, or legislators affect their stances at the moment of design-
ing the social contract. In that position, say, one under the veil of ignorance,
and the original position, the rational choice of the individual negotiating the
contract will embed two principles: the first requires equality in the assignment
of basie rights (the liberty principle), and the second (the difference principle)
holds that social and economic inequalities can be justified only if they provide
the most benefits for the least advantaged members of society, compared with
any alternative institutional arrangements that can be envisaged or designed.
This second principle is intended to maximize the position of the least well-off
individual or group, in a sort of “maximin” procedure. The liberty principle
will dominate the difference principle should they both enter into conflict. The
social contract incorporating these two principles will be fair since it was
negotiated from a veil of ignorance in the original position that precludes
contracts that will be beneficial or detrimental to specific groups or individuals.
In addition, this contract minimizes the possibility of being the worst off once
the endowments of wealth are revealed. Moreover, the liberty and difference
principles seek to avoid justifying institutions on the grounds that the hardships
of some people are offset by a greater good in the aggregate, as a utilitarian
approach, resting on a social welfare function and adopting Pareto criteria,
would do.

Interestingly, Rawls’s theory combines rational choice (individualistic,
self-interested negotiators of the social contract) with a moral concept of
fairness, “justice as fairness” guaranteed by the assumption of the veil of
ignorance.

One difference between the results of Rawls’s theory of justice and wel-
fare economics and utilitarianism becomes clear in comparing and evaluating
alternative social positions. A situation is Pareto superior, more efficient, if
someone is better off without worsening the situation of somebody else, irre-
spective of whether the better-off person is rich or poor. In contrast, in Rawls’s

































