Theories of Justice, Social Action,
and the State

VINCENT §. TARASCIO*

I. Introduction

The purpose of this paper is to examine the
recent contributions of Rawls and Nozick to the
theory of justice. Ishall focus on social interac-
tion and the role of the State in both of the
theories. Both works by these authors repre-
sent, to some degree, an extension and modifi-
cation of the principles of classical utilitarian
philosophy, the dominant theory in meoral and
political philosophy.! Since the moral founda-
tions of classical political economy were essen-
tially utilitarian in nature, and because modern
economic science contains vestiges of utilitarian
philosophy, both the works of Rawls and Nozick
should be of interest to economists.” Indeed,
the extensive references to the economic litera-
ture in both works suggest that, although
economists may have lost interest in moral
philosophy, utilitarian oriented moral philoso-
phers have not lost interest in economics. This
circumstance is not surprising; utilitarian philos-
ophy grew out of a period of great interest in
the material well-being of mankind (as well as
political freedont}, and modern utilitarian phi-
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1The references are to John Rawls, A Theory of
Justice (Cambridge, Mass.: Harvard, 1971) and to
Robert Nozick, Anarchy, State, and Utopiz (New
York: Basic Books, 1974).

Although Rawls considers his theory a substitute for
utilitarian philosophy, both are rationalistic, atomistic,
and materialistic (as is Nozick’s theory).

2Although the development of economics as a
science in the nineteenth century witnessed efforts to
purge economics of the ethical aspects of wtilitarianism,
the paradigm of economics remains essentially
utilitarian: atomistic, rationalistic, and materialistic.
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losophy continues to remain precccupied with
economic (or material) matters.”

Both works to be examined are extremely
complex, and the combined texts of about one
thousand pages are difficult to follow.* It is
not my purpose to present a detailed study of
both works. Instead, { shall deal with two
major aspects: the nature of social action and
the role of the state. [am aware of the pitfalls
of generalizations for those who have not read
both works and who would rely solely on my
overview. Nevertheless, it seems to me that
what is needed most is a theoretical framework
for analyzing both theories, rather than a de-
tailed and complex discussion of the theoties
themselves which are there for anyone to read.

I shall begin with a brief description of Rawls’
and Nozick’s theories, then proceed to develop
the theoretical framework to examine both
theories. The theories will then be analyzed
within the context of the theoretical frame-
work, and finally both theotles will be com-
pared from the point of view of that framework.

Il. Rawls’ Theory of Justice

Throughout his bock, Rawls uses utilitarian-
ism as a frame of reference for his theory of

3This is in contrast to idealism and romanticism, the

former (Kantian version) being concerned with the
duality of man’s nature—phenomena (material) and
reumena (cultural), the latter being anti-rationalistic
and anti-materialistic.

4In addition, the style is rigorously philosophical,
which is tedious for most economists who are not
trained to examine every aspect of a subject until it
becomes exhausted (and exhausting).
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justice. Essentially, his criticism of utilitarian-
ism stems from its alleged undifferentiated
basis for social decision making. According to
utilitarian principles, a social action is permis-
sable (and socially beneficial) if it results in a
net positive increment to the aggregate of indi-
vidual ufilities, even though such action may
make some individuals worse off.5 Apparently,
Rawls interprets this to mean that some individ-
uals may be denied “‘justice™ if social action is
based solely on utilitarian principles. In particu-
lar, the denial of basic individual liberties is a
matter of concern expressed in his “first
principle” of justice, a sort of “Bill of Rights,”
which protects individuals against the tyranny
of the majority: “each person is to have an
equal right to the most extensive basic liberty
compatible with a similar liberty of others.”®
Rawls recognizes the inevitable (and even de-
sirable) existence of social and economic in-
equality. = Whereas the utilitarian norm is
utility maximization, Rawls is concerned with
the distributional aspects of income and wealth,
and differences in authority and responsibili-
ties. In other words, his interest is in the ““dis-
advantaged” with respect to the former and the
misuse of power in the latter case. His concern
leads to his “second principle” of justice, a two-
part principle: “social and economic inequalities
are to be arranged so that they are both (a) rea-
sonably expected to be to everyone’s advantage,
and (b) attached to positions and offices open
to all.”” What is important for my purposes is
that his concern for wealth and income in-
equality results in a socio-economic stratifica-
tion in his theory—“advantaged” versus “disad-
vantaged” persons.  More specifically, his
“difference principle™ requires that inequality
of income distribution not be permitted unless
it can be shown to be to the advantage of the

50f course, this is not in keeping with the Pareto
optimur criterion of welfare which attempts to avoid
interpersonal comparisons of utility.

6Rawls, op. cit. p. 60.

Tibid.

least advantaged. Rawls’ difference principle is
a much more restrictive requirement for socio-
economic action than the classical utilitarian
principle of utility maximization; the latter per-
mits any social action which results in a net
positive gain in social utility (it allows for some
to be made better off at the expense of others).®

Over 300 pages are devoted to the elucidation
of Rawls’ two major principles of justice. A
system based on such principles requires ¢o-
operation and rules. He recognizes that self-
interest may cause difficulty in reaching a
necessary concensus for the structuring of a
system based on his two principles of justice.
He deals with the problem of self-interest,
theoretically, by introducing the concept of “a
veil of ignorance,” that is to say, in the “origi-
nal state” (or when a constitutional convention
is called} no individual is aware of his social or
economic position, What emerges is a conven-
tion of ignorant (not disinterested) persons who
would act in a self-less-like manner because of
their ignorance regarding their own positions in
the on-going society.

Allthe above is a gross simplification of Rawls’
very detajled arguments, but one which cap-
tures the fundamental propositions of his
theory.”

81 am concerned only with clgssical utilitarianism at
this point, as is Rawls. The principles of classical
utilitarianism should not be confused with Pareto’s
modification, which came later and which is familiar
to economists as the Pareto optimum criterion. The
“compensation principle” in ecoromics is an out-
growth of the attempt to bypass the more restrictive
Pareto criterion, the latter requiring actual compensa-
tion rather than potential compensation.

9As long as Rawls remains at the general tevel of
abstraction, i.e., at the Principles level, there is little
difficulty. But in Part II of his book, when he comes
to specifics, all sorts of rules are introduced to deal
with specific cases. These rules and others lead to a
paradox: the desire to ensure liberty and equality for
individuals leads to more and more individual
constraints. This result is not surprising because at
some level of analysis it is necessary to step down
from the nebulous regions of pure speculation, if
theory is to have any empirical content, and then one

JUSTICE, SQCIAL ACTION, AND THE STATE 43

III. Nozick’s Theory of Justice

Nozick begins with a (Lockean) state of natuze
approach to justice. He speculates on how indi-
viduals might protect themselves against en-
croachment by others through protective asso-
ciations, and he then examines how a protective
association may evolve to (or be defined
characteristically as) a minimal state. He
examines various objections to his arguments
for a minimal state, and he concludes that his
ideas hold: “the minimal state is the most ex-
tensjve state that can be justified.”!° Following
his defense of the minimal state, Nozick ex-
amines arguments which appear to justify the
existence of a more extensive state, one beyond
the minimal state. Such arguments dezive from
ideas of distributive justice, equality, envy,
exploitation, etc. He offers counterarguments
as justification for not going beyond the mini-
mal state.

In his defense of the minimal state, Nozick is
waging a war of words. However, finally, in his
chapter, “A Framework for Utopia,” he stresses

the fact that people are different. They differ

in temperament, interests, intellectual ability,
aspirations, natural bent, spiritual quests, and
the kind of life they wish to lead. They diverge
in the values they have and have different
weightings for values they share. There is no
reason to think that there is one community
which will serve as ideal for all people and much
reason to think that there is not.1!

The above makes clear that one of the basic
differences between Rawls and Nozick is the
extent to which “shared values” dominate over

must recognize that mere mortals fly in the face of
such ideals. Theories of justice require cooperation
and concensus, or rules and enforcement in their
absence. Hence one finds a vacilation between dreams
of perfectability (which reconcile nicely the divergence
between ideal conceptions and mankind as it is) and,
therefore, the description of 2 future siate, and a
necessity to deal {often harshly) with this imperfect
mankind in the present in order that he conform
eventually to the ideal type.

WNozick, op. cit. p. 149.

Yrbid pp. 309-310.

individual heterogeneity, although both recog-
nize the relationship between the individual and
the social in their works. Whereas Rawls sees
individual and social {and economic) hetero-
geneity as a basis for possible injustice (resulting
from inequality), Nozick sees in such hetero-
geneity the only basis for justice. In contrast to
Rawls, Nozick argues that social heterogeneity
results in social cooperation, a viewpoint remi-
niscent of the Harmony economists.

The works of Rawls and Nozick may be viewed
as being in opposition to each other.!? Rawls’
work can be interpreted as a statement of cur-
rent liberal norms, while Nozick’s work might
be characterized as a modern restatement of
nineteenth century liberalism. Both are con-
cerned with justice within the context of
individual liberty, both works are exercises in
normative theory. Neither pretends to describe
the values and institutions existing in modern
society, but values and institutions as they
should or might be. Although both theories are
normative (moral philosophy) in nature, rather
than scientific, they can be examined ob-
jectively. In other words, when removed from
their focus on justice, they are essentially
theories dealing with impersonal and inter-
personal interaction. Therefore they can be
examined as theories of interaction. I shall now
take up this task.

IV, A Paretian Utilitarian Approach to
Rawls’ Theory of Justice

Although Rawls finds utilitarianism lacking in
several respects as a theory of justice, or at least
his version of utilitarianism, it is possible to
examine his system in a utility framework. Such
a framework is not too great a departure from
the spirit of Rawlsian thought because, as men-
tioned above, his ideas represent a modification
and not a rejection of utilitarian theory. No-
zick’s system is essentially utilitarian, as we shall
see.

12Nozick is in fact critical of Rawls in his book.
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The framework developed below follows
Pareto and my elaboration of his work.™® Sup-
pose that each individual in the social system
possesses certain precepts regarding what is
“just™ for himself and for others. That is to say
each individual in the social system has a sub-
jective social welfare function:

Wi=f}(u1:u2s---’ui"“’un) (1)

In the above expression the u;'s are the utilities
of the individuals in the socia system as the ith
individual imagines them. The term “utilities”
here is used in a broader sense than economic
satisfaction; it designates satisfactions deriving
from all sources, economic, political, religious,
ethical, moral, etc.

Suppose for the fthindividual an ideal (“‘just™)
social state is one which satisfies the following
condition:

0= Oliidun + o:,—;zdu,-z +,...,+ o:,-,-du,-,-
tooo ot oynduyy,. (2)

The oy; represents the ith individual’s subjective
interpersonal comparison of the u;;, and the
duy; are indexes of changes in the uy;. Expres-
sion (2) is quite general and it allows hetero-
geneous types of individuals. For example if the
ith individual is 2 pure egoist, then all the a;
will be zero, except oy, which would have a
high positive value. In other words such an
individual pays attention only to his own
interests. For an altruist, the o;; would be near
or equal to zero, while the remaining oy; would
have a higher positive value. A misanthrope
would place a high negative value on the oy, so
that a positive increase in the du;; would result
in a decrease in social welfare (and vice versa)
as he imagines it. For the lover of mankind, the
oy; would have high positive values. For the
martyr egoist the a; would be negative, reflect-

BSee Vilfredo Pareto, ““Il massimo di utilita’ per
una collectivita in sociologia,” Giormale degli
economisti (April, 1913}, pp. 338-341 and Vincent
Tarascio, -*“Paretian Welfare Theory: Some Neglected
Aspects,” The Journal of Political Economy (January/
February, 1969), pp. 1-20.

ing his belief that his sacrifices (negative duy;)
are a benefit to society. For the equalitarian
the &;; would be equal, whereas for the lover of
inequality they would not be so. In reality, one
would expect that the gy will be positive (but
not equal), and we shall assume that that situa-
tion best defines the representative case. Since
the o;; are positive some of the du’s must be
negative and some positive in order that condi-
tion {2) be satisfied. In other words they can-
not be all positive or all negative. This result,
due to Pareto, is important as we shall see, since
it calls attention to the differential effects of
social action or policy.

If individuals’ precepts regarding justice are
influenced by their class positions, interests,
etc., we have heterogeneous individuals and
heterogeneous conceptions of justice. More
formally, for n individuals we have:

0=oayduy +apdunt+,. .., Faydiy,
0=opduy +apadupnt,. ..+ tgudiyy,
O=aqduy + Gpadigs +,. .., F Gudity,. (3)

Since individuals’ subjective views of what is
just for themselves and others are heterogene-
ous, then in most cases oy Foy #F,...,%F
Qpy; Opp F0ag F, .. ., F Qpa; etc.

The question of the existence of a solution
for system (3) is not an issue, since no individual
in the social system possesses the data for solv-
ing the problem objectively.

Let us now turn to Rawls. Rawls seems to
argue that a system defined in terms of (3} is
unjust because heterogeneity and self-interest
prevail. The problem is to mitigate the effects
of self-interest in the original position.’* What
is needed is a concept which would lead to
weights which approximate those based on the

MRawls recognizes the existence of self-interest,
indeed his “veil of ignorance™ idea is to mitigate its
effects. The point is that Rawls views self-interest asa
barrier to the establishment of the basis of social
justice and cooperation, whereas for Nozick, self-
interest results in social justice and cooperation.
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assessments of disinterested persons of non-ill-

will. This approximation is defined in terms of
the “original position” of society where every-
one participates equally in the formation of
principles of justice based on selflessness. How
can self-interested persons be made to act self-
lessly? He assumes that everyone is clothed in a
“veil of ignorance™ about his own position, and,
therefore each person being so situated, would
favor principles which favor everyone. This is
essentially Rawls’ idea of “justice as fairness.”
What justice as fairness means in terms of
system (3) is that the ay now becomes &, =

Q12,00 ., Qs Uag Ty =, 0., Uy, etc.
However; this does nof imply oy =0y =
saves T O0gyl Oy T Qs =, ..., Oy, etc. There-

fore, even though each individual will assign
weights to everyone else equal to his own under
a “veil of ignorance,” each individual’s own con-
ception of justice will be different from those
of others. Contrary to Rawls, the heterogeneity
problem is not eliminated in “‘justice as fair-
ness.” What justice as fairness accomplishes is
the highest positive values of &; consistent
with the identical values of the remaining
{n- 1) persons, since each “self-interested”
individual is assigning weights equal to his own
to others in the system. A reduction of hetero-
geneity occurs because the #? possibly unequal
o's are now reduced fo » possibly unequal
weights.

Rawls appears to link his first principle to the
task of establishing a constitutional basis for
government. Therefore this principle is beyond
legislation. The function of government is to
enforce this principle, as well as the second
principle which becomes the basis for legislative
action.’®  Nevertheless, each principle should
stand on its own regarding the determinancy
and solution of the Rawlsian system. For
simplicity, I shall confine myself to the first
principle and then go on to the second princi-
ple, although they could be treated simul-
taneously.

15Rawls, op. cit., pp. 198-199.

We are faced with the problem of individual
heterogeneity and its resofution. It is at this
point that an important and often neglected
function of government enters the scene. A
government makes subjective interpersonal com-
parisons of individuals’ subjective interpersonal
comparisons (the latter having been made under
a “veil of ignorance” in Rawls’ case). In terms
of Paretian analysis, it multiplies the ay; by fy;,
where the f;; are its own interpersonal com-
parisons. With the introduction of government,
we have for each individual in the system:

My =By +apBor +,. .. F 0y By
My=apfiptagfant,. ...+ ek
Mu = alnﬁln + a2n52n+ 3 :+ annﬂm:- (4)

The M; are the weighted individual subjective
welfare functions. The government’s welfare
function is given by the expression:

W=GU, Uy, ..., U,...,U) (5

A political (social) optimum is obtained when
the folowing condition is met:

0 -—'MldUI +M2dU1+ 3 - - ,+MidU1', ey
+ M,dU, (%)

The above condition is general, and does not
depend on any particular system, Rawlsian or
otherwise. What is important for my purposes
is to establish an important function of govern-
ment, namely reconciling the problem of hetero-
geneity. Individuals are willing to submit to
higher authority (government) to overcome the
problem of heterogeneity, in order to create a
determinate social system.

. We can now return to Rawls’ first principle.
What “‘justice as fairness™ requires is that M, =
My=--+=M;=---M, In other words, we
have a constitutional government established
for the purpose of maintaining individual lib-
erty. At this point no legislative function of
government exists. {One might think in terms
of government consisting of a judicial system
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possessing police powers, and ruling on matters
related to individual liberties only.)

Let us now turn to the second principle of
justice, which involves legislative action. The
first part of the second principle of justice re-
quires that all individuals share equally in the op-
portunities of this world. In terms of our
framework the requirement that all individuals
be treated equally, regarding opportunities, re-
sults again in equal weighting by government:
My =M,=---M;=--+-M, Agan a political
(social) optimum obtains when condition {6) is
satisfied.

The *“difference principle” requires that social
and economic inequalities be arranged *“so that
they are both (a) reasonably expected to be to
everyone’s advantage, and (b) attached to
positions and offices open to all.” The distribu-
tion of wealth and income, “while it need not
be equal, it must be to everyone’s advantage.” "
Suppose a certain action (production, exchange,
etc.) results in a distribution of income which
does not satisfy the “difference principle.”
Then in order for the “difference principle” to
obtain, it will be necessary to make some per-
sons worse off by reducing somewhat their
gain resulting from that action in order to make
everyone else who did not gain from that action
better off.!” The government is the sole agency
for redistribution. What this amounts to saying
is that redistribution will take place until condi-
tion (6) holds. In the case of redistribution,
individuals are grouped according to those ad-
vantaged and disadvantaged, the latter being as-
signed higher M values. Some of the 4U7s will
be negative and others positive, indicating the

1867bid, p. 60-61.

17At times Rawls seems to be suggesting that no
action would be permitied in advance which would
violate the “difference principle.” Such a requirement
would involve perfect knowledge regarding the out-
come of every action. It would also suggest, in the
absence of perfect knowledge, the necessity for social
control of almost every form of econemic and social
action which generates income. In the text, I assume
that the government attempts to satisfy the difference
principle by ex-post redistributions.

redistribution necessary to achieve the second
part of the second principle.

Redistribution according to the second princi-
ple results in a higher level of aggregate (politi-
cal) welfare because of the higher M weights as-
signed to the disadvantaged, who gain from the
redistribution relative to the advantaged.’® Ttis
precisely this differential weighting scheme
which distinguishes the Rawlsian theory of
justice from classical utilitarianism. Regarding
individual liberties and equality of opportumni-
ties, Rawls and the classical utilitarians are at
one. On the other hand, the economic concept
of welfare is tied to a market framework which
implies certain conditions (free competition)
and ignores distributional aspects because they
involve interpersonal comparisons of utilities.
Hence the economic conception of welfare is
more restrictive in scope. What is important for
my purposes, in a non-market context, is that
government has a central role to play with re-
spect to both the determinacy and optimum of
asocial system. I shall return to this pointlater.

V. Nozick’s Theory of Justice

Central to Nozick’s theory of justice is the im-
portance of individual freedom of choice and
individual heterogeneity. In order to examine
the relationship between choice and hetero-
geneity, let us begin the analysis with the ab-
sence of the latter. If there exists a community
of n identical individuals then oy =0y =
s =0y G =0 T, ..., T Oy el
This circumstance amounts to saying that the
subjective welfare function of any individual is
identical to the social welfare function of the

BThe political weighting process based on the
second principle of justice is purely normative and
subjective, since it derives from a moral principle of
justice. In saying that such redistribution results in a
higher level of political aggregate welfare, the qualifi-
cation “according to Rawls’ principle” should be
emphasized. There is no objective basis for this
principle.

19We see also that » identical individuals does nof
imply the equality of al @y
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community,

sUpy o n iy}, (7)

since there exists #2-homogeneity of individuals.
A social optimum exists when coenditions in
system (3) above are satisfied.®®  Purther-
more, there is no need for any kind of state,
minimal or otherwise. For if there existed a
state, the fi;; would be equal to 1, and the M; in
system (4) would be redundant. Also the ex-
pression for the maximization of political
{social) welfare,

0=M1du1 +M2dl»[2+,,. . ,+M,-du,-+,.. s
+ M, du,, (8)

w=wi"=f;'(uisu2: B

would be the same as all of the identical indi-
vidual expressions in system (3), rendering the
state redundant.

All the above seems rather obvious and per-
haps trivial. But in the works of Rawls and
Noezick the justification for the existence of the
state remains tied to moral issues, whereas in
fact it derives from something quite different,
namely the heterogeneity of individuals.”® Once

the problem of individual heterogeneity is

added to freedom of individual choice, there
develops the potential for social conflict, which
must be resolved. Nozick approaches the
problem of conflict by proceeding from states
of anarchy to association to ultra-minimal state
to the minimal state to examine how individuals
would protect themselves against the freedom
of choice consequences of other individuals.
Collective action is given so much attention
that individual interaction remains obscure. It
is not clear whether such action is impersonal

2This was not the case when system (3) applied to
heterogeneous individuals. In that case no solution
was possible without the imposition of a pelitical
welfare function.

2AThe problem of individual heterogeneity is
recognized by both authors. We have scen how Rawls
attempts to deal with it in his “veil of ignorance,” and
Nozick introduces the problem at the end of his book.
But in both cases heterogeneity either remains
implicit or is taken for granted, while the focus is on
moral issues.

or interpersonal. This obscurity leads to the
temptation to categorize Nozick’s theory as
both an economic {or market) theory of im-
personal interaction and an interpersonal inter-
action theory. In fact, it is both, depending on
whether or not a party to any social act (one
involving another person) feels that he has
suffered a damage, subjectively. Hence a
damage to another party circumscribes the limit
of individual freedom of choice.*> Up to that
limit, freedom of choice is purely a private mat-
ter, and, hence, the analogy with economic
theories of choice.®

Although harmony reflected in private ex-
changes between heterogeneous individuals is
the most common case in Nozick’s system, it
receives the least attention since it is the least
troublesome from the point of view of justice.
Hence, the preoccupation with damages and
compensation imposed by a protective associa-
tion. The function of the dominant protective
agency (or the minimal state} is to act as an
agent in exacting compensation (and/or punish-
ment) for injured parties. Presumably, justice
requires that all persons be treated equally in
matters affecting damages and compensation.
Therefore, My =My =---M;=---=M,.

Since compensation (and punishment) is at
the heart of Nozick’s approach to conflict, I
shall focus on this issue. The problem of com-
pensation can be viewed best from 2 micro
level. Suppose individual I gains at the expense
of individual 2, and both individuals perceive
the gains and losses subjectively the same ie.
ldteyy) =lduyol =ldiyl =dusgl.® For individ-
wal 1, oy > 5y, and from his point of view his
action is justified since it results in a gain in his

2ZIn economics (or market) theories of choice the
problem of conflict does not exist since both parties
to, say, exchange, must subjectively benefit from such
action. If not then no transaction takes place. The
freedom in such cases is to decide whether to enter a
transaction at a certain price, given the ‘“‘preferences”
of both parties.

B &ee footnote 22 above.

24This merely simplifies the discussion, it is not
essential for the resalts.
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subjective social welfare function, w;= F1(u,
Uy ..., U ... Uy). Individual 2 may not see
things in the same way. Suppose at best that
for him @,y = @gy; he will argue that then there
has occurred no increase in his subjective social
welfare function, and he is worse off individu-
ally.” Both individuals disagree regarding the
consequences of individual 1°s action.

Enter the state. Justice requires that all
individuals are to be treated equally where the
state becomes a party to the dispute. So by
multiplying the ay; by 8y, the following result is
obtained:

o3 P11 = @uzfiz =@ P = 22022 )

In other words, the state imposes its own politi-
cal (ethical) welfare function, W=G(u;, Us)
upon the subjective welfare functions of both
individuals, from which it derives a political
optimum:

0=M1dU1 +M2dU2 (10)

In this case since M, =M, (from (9) above),
individual 1 is made worse off while individual
2 is made better off, through compensation: the
equal justice principle, in this case, rejects indi-
vidual 1’s basis {or his action, and returns condi-
tions to the original state. The above is ex-
tensible to punishment for crimes. If the state
has weighted each individual unequally, so that
M, #£M,, then it would mean that it disagreed
with both individuals’ ay’s, and the resulting
compensation (if any)} would reflect its own
weighting.

It is important o recall that in Nozick’s mini-
mal state, the state is a passive agent in matters
of individual interaction. It waits for claims to

25%uch socially undifferentiated results, although
allegedly acceptable on classical utilitarian grounds,
would not be acceptable to either Rawls or Nozick.

26 An intriguing question is whether or not justice
would prevail in such cases where the participants are
weighted unequally by the state. Both sides of
arpuments seem compelling. The answer lies in the
basis for the original distribution of income, as to
whether or not it was “fust.”

be brought to it. All other actions among indi-
viduals, which are settled satisfactorily by in-
dividuals are outside of its jurisdiction. Almost
any agreement between individuals is permissi-
ble, from the point of view of justice, even if
the result is inequality. As concerns distribu-
tional justice, the distribution of income re-
sulting from such voluntary agreements is also
just. Patterned principles of distribution such

as “to each according to his moral merit, or -

needs, or marginal product, or how hard he
tries, or the weighted sum of the foregoing, and
so on”?" are rejected because no “distribution
or patterned principle of justice can be con-
tinuously realized without continuous inter-
ference with people’s lives.”*® Instead Nozick
advocates the principles of entitlement, which
more or less corresponds to my description of
ahsolute freedom of individual choice, including
agreements and contracts.

V1. Rawls and Nozick

Heterogeneity of individuals is the basis for
the existence of the state. The issue, at least
for Nozick, is the limits of state power which
are consistent with individual freedom of choice
and justice. Indeed, this is the crucial difference
between the systems of Rawls and Nozick. In
the Rawlsian system the state is an active force
which intercedes in almost every individual or
social action possessing distributive implication.
Rawls seems to suggest that the state role is
ex-ante, not merely ex-post; it prevents or
permits actions depending on whether or not
they conform to distributive justice. Rawls’
system can be re-interpreted as an ex-post
redistribution role for government, an inter-
pretation which is more consistent with an
environment of uncertainty of outcome of
individual or social action.

For Nozick, the role of the state is confined
to ex-post compensation and punishment

27Nozick, Anarchy, State, and Utopia, p. 157.
287pid. p. 163.
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{except for preventive detention). Essentially
then the contention between both works
concerning governments is ex-ante or ex-post
redistributional (depending on how one wishes
to modify Rawls in order to take account of
uncertainty) versus ex-post compensatory.
Each implies differences in degrees of govern-
ment interference in individual and social
action. Neither presents anything like a theory
of the limits of state power, based on different
circumstances of individual heterogeneity.
Instead, both reflect in their works, a received
doctrine. Rawls presents little more than a
cohesive and rigorous statement—one is tempted
to say rationalization—of current American
liberalism, while Nozick’s is a restatement of
nineteenth century liberalism. Is it surprising
then that Rawls stresses interventionism and
Nozick laissez-faire, views reflected in the
climate of opinion of both periods? Both are
quick to point to the flaws of the theories they
examine, but cannot explain why one should
expect their own theories to do beiter, although
they are based on the same stuff—moral
sentiments.

VII. Conclusion

Would a careful reading of Rawls and Nozick
be a waste of time for economists? After all are
not normative theories of justice unscientific?
The development of economics as a science
during the nineteenth century witnessed the
purging of utilitarian ethical principles from
economics, Nevertheless the utilitarian
paradigm has survived implicitly in standard
micro-economic theory and it is reflected in the
institutional background conditions assumed to
exist in theory. I is precisely these background

conditions which require careful scrutiny and
evaluation. To the extent that the social
sciences deal with individual interaction, they
have a common basis. In economics, the
dominant conception of interaction has been
impersonal interaction.?® Yet much of what
economics attempts to explain occurs in an
environment of interpersonal interaction (e.g.,
wage determination, pricing, interest rates,
output, employment, public policy, etc.) where
considerations of justice, equity, and efficiency
are inseparable, not only in collective decision
making, but also in individual choices. But
attempts to move in the direction of theories of
interpersonal interaction have been frustrated
by the complexity of problems encountered,
the most important being a breakdown in the
traditional boundaries among the various social
sciences.>® If economists are going to become
involved in interpersonal interaction in order to
bring theory closer to reality, then it will soon
be realized that economic phenomena are
economic only by definition.

29What this means in terms of the framework
developed is that in (3) the only positive values are
along the main diagonal; ail other values are zero. This
is why in economic theories of interaction solutions
are possible without the existence of a government.
This is often overlooked in welfare economics where
the existence of a social welfare function is assumed te
be necessary for a unique Pareto optimal solution.
Pareto demonstrated that the system has a unique
solution. The lack of unigueness appears when one
asks which of two states along the contract eurve is
better. The system determines this point, so the
problem arises because of the nature of the question,
which requires interpersonal comparisons. In practice,
where consensus exists there is little need for theories
of justice and where it does not exist such theories are
little more than ideology.

3% Another problem is that such theeries tend to be
descriptive rather than analytical and lack definitive
results.



