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1. Introduction

THE PRINCIPAL SUBJECT of justice is the basic structure of a
socicty, that is, the arrangement of major social institutions with
regard to the way these institutions determine the division of advan-
tages from social cooperation and, in particular, with regard to the
distribution of social primary goods.

For simplicity, [Rawls says, let us] assume that the chief primary goods at
the disposition of society are ... liberties, powers and opportunities, in-
come and wealth. [Later on he adds self-respect.] These {Rawls continues]
are the social primary goods. Other primary goods such as health and vigor.
intelligence and imagination, are natural goods; although their possession is
influenced by the basic structure fof society] they are not so directly under
its control.!

The ideas contained in this paper germinated during a series of discussion sessions on
Rawls’s Theory of justice with Joseph Pichler during the Spring of 1979, We are also
indebted, for helpful comments, 10 Norman Bowie, Richard De George, Elizabeth
Miller, John Rawls, Amartya Sen, and Michae! Young.

Some of the leading ideas in the present paper, in particular the formalism. have
becen sct out in shorter compass in Shenoy (1980). The development of the difference
principle in the original position and, especially. its application to a going economic
and social system have been discussed in Martin {(1981). The appendix is the work of
Shenoy.

This investigation was supported in part by University of Kansas General Re-
search allocations No. 3478-XO-0038 and No. 3058-20-0038 and by the School of
Busincss Rescarch Fund provided by the Fourth National Bank and Trust Company.
Wichita.

! John Rawls, A theory of justice. Cambridge, MA: Harvard University Press, 1971,
p. 62; see also p. 303. (Hereafter: Rawls 1971, p. 62; see also p. 303.) A citation note
listing Rawls’s relevant writings, including ail things cited in this paper. and giving
full bibliographical data will be found at the end of this paper.
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The Rawlsian problem of justice is to determine a basic structure
that leads to a proper or just distribution of social primary goods.
To do this we need a fair procedure (for there are no antecedent
or independent standards for such a distribution). Accordingly, we
create a hypothetical bargaining situation (called ‘the original posi-
tion’ by Rawls) in which certain significant constraints operate:
these constraints include those required to discount or bracket off
all special, peculiarly personal, or circumstantial facts and biases;
those constraints embedded in objective circumstances (such as
relative scarcity) or in our psychological orientation (such as mutual
disinterest in one another’s life plans); and as well a number of
other presumed constraints (such as that the principles agreed to are
to be public, that they constitue the ultimate or foundational stand-
ard, that the principles are to be chosen once and for all, that they
are to be chosen unanimously, and so on).? Then, whatever princi-
ples emerge from the original position, they are the principles of
justice for the organization of the basic structure of society.

Rawls contends, further, that under the constraints involved in
the original position (constraints imposed in order to make for a fair
and realistic bargaining situation) it would be reasonable to define
two preferred principles for the distribution of social primary goods.
The principles chosen would be thie Rawlsian two principles, in the
following order:

1. Liberties are to be arranged so as to achieve the most extensive
justifiable set (or aggregate) of equal basic liberties. The liberties
envisioned are liberties of the person (speech, conscience, asso-
ciation) and political liberties (right to vote, etc.).

2. Social and economic inequalities are to be arranged so that they
(a) are structured by social roles and offices which are open to all
under conditions of ‘fair equality of opportunity’ and such in-
equalities in wealth, income, and position (b) serve to improve—
ideally, to maximize—the life situation of the least advantaged
group.?

2 Rawls's own summary is given in 1971, pp. 146-147; see also pp. 126-127, 137,

3 See Rawls 1971, pp. 60, 83, 250, and especially 302-303 for his various statements
of the principles. Rawls normally calls Principle 1 the Principle of Equal Liberty,
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In this paper, . we shall focus on the difference principle (principle
2b). This principle is examined in detail and alternate formulations
of it are provided. Although the discussion here is limited to the
difference principle, all claims made in this paper about the differ-
ence principle are subject to the assumption that the first principle
(equal liberty) and the principle of fair equality of opportunity are
valid and hold lexically prior to the difference principle. In the next
section, the differcnce principle is discussed as a *‘maximin princi-
ple’—the usual characterization of it in Rawls’s own discussions.?
This also is the way in which many scholars have viewed the
principle and on the basis of which it has been criticized and even
rejected.’ In section 3, we present another way of formulating the
difference principle, using the concepts of pareto efficiency and
egalitarianism. However, this formulation of the difference princi-
ple is shown to be equivalent in effect to Rawls’s statement of the
difference principle. More precisely, in the case where society can
be classified into two cconomic classes, our suggested version of the
difference principle is shown to be exactly equivalent to Rawls’s
standard version of the difference principle. In the general case

Principle 2a the Principle of Fair Equality of Opportunity, and Principle 2b the
Difference Principle. The Rawlsian two principles, when emerging as a set from the
original position, will have what Rawls calls a *lexical’ order (see 1971, pp, 42-44)—
that is, a serial order of importance: 1>2a>2b.

In case of nonuniqueness (i.¢., the maximum expectations of the least advantaged
are not affected one way or the other by some changes in the expectations of the
best-off although thesc changes benefit others), Rawls expresses a more general
principle that he calls the lexical difference principle, as follows: in a basic structure
with n relevani representatives, first maximize the welfare of the worst-off represent-
ative man; second, for cqual-that is, unaffected—welfare of the worst-off representa-
tive, maximize the welfare of the second worst-off representative man, and so on
until the last case; here, for equal welfare of all the preceding 1 — 1 representatives,
maximize the welfare of the best-off representative man. (See Rawis 1971, pp. 81-
83, especially p. 83.)

4 Sec Rawls 1971, pp. 76-80 and 152-161; for his explicit description of it as a
maximin principle, see, e.g., 1974a, pp. 639(f, 1974b, especially. pp. 141-142, and
1978, p. 69 (n. 4).

$ Examples of such criticisms are Arrow (1973), Harsanyi (1975), Nozick (1974. pp.
189-197), Rae (1979), and Sen (1970, pp. 135~141). For gencral discussion and a
survey of the literature see Kaye (1980).
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where society can be classified into n economic classes (where
n>2), the equivalence of the two versions of the difference princi-
ple is shown assuming that a regularity condition called chain
connection holds. (The formal algebraic proofs of all the assertions
made in section 3 are relegated to the Appendix.) The arguments,
in the original position, for the pareto efficient-egalitarian version
of the difference principle will be taken up in section 4. Finally, the
many advantages of our restatement of the difference principle are
discussed in section 5.

2. The difference principle

The difference principle as formulated by Rawls states that social
and economic inequalities are to be arranged so that they are to the
greatest benefit to the least advantaged. To illustrate this principle
let us consider a society that can be classified into two groups of
individuals, a more favored group and the less advantaged group.
Consider two individuals: the first, a representative of the more
favored group, and the second, a representative of the less advan-
taged group. We can represent their possible expectations under
various basic structure alternatives by means of an attainable set A
in a two-dimensional space. That is, the attainable set A consists of
all possible (practicable, feasible) pairs of expectations x = (x,, x5)
where x| is a real-valued aggregated index of social primary goods
of the more favored representative and x, is the corresponding
index of the less advantaged representative. Such an index, then,
indicates the distribution of income, wealth, and position that the
representative person would receive, or could reasonably be expect-
ed to receive, over his lifetime under some feasible basic structure
arrangement. But to avoid clumsy language we will normally refer
to (x;, x;) simply as a distribution of income, wealth, etc. Since we
are concerned with the Rawlsian difference principle we, of course;
exclude from the distribution space all pairs of expectations, arising
from basic structure alternatives, that fail to satisfy the prior de--
mands in justice for equal liberty and for fair equality of opportuni-
ty. In this two dimensional space, we can draw indifference curves,..
each one of which is a locus of distributions of income, wealth, and
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position (x,;, x;) that satisfy the relevant criterion of justice (the
difference principle in the case at hand) to the same extent; the
distributions on any one indifference curve satisfy the governing
principle of justice to a lesser extent than the distributions on all the
higher indifference curves. We realize, of course, that different
criteria of justice would give different indifference curves. Under
the difference principle, the indifference curves are as shown in
figure 1 corresponding to the criterion of justice max{min{x,,x,}}
with higher indifference curves in the direction of the arrow. Note
that two distributions would satisfy the above criterion to the same
extent if the minimum expectation in each distribution is the same.

X2
A
V4
, 4
7
/ /
7 K4
45°
g .

Figure 1. Indifference curves under the difference principle using
max{min{x,, x;}} as a criterion of justice.
x

Now, given the attainable set A and confining it to the distribu-
tion space marked out by the satisfuction of prior demands of
justice, we can pick the distribution favored by this particular
criterion of justice by selecting a distribution in the attainable set
that lies on the highest indifference curve. For example, if the
attainable set is as shown in figure 2 (the region on or below the
curve oc), the difference principle would favor the distribution a.
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Figure 2. The attainable set and the difference principle.

The point o (the origin) represents the hypothetical state in which
all primary goods are distributed equally and the point a is the
distribution where the expectation of the least advantaged repre-
sentative (min {x, x,} =x;) is maximized. Hence the difference
principle is often referred to as a maximin principle.®

One final point. Justice is, or should be, a virtue of society,
specifically of its ‘basic structure.” The problem for Rawls, then, is
to choose a basic structure and not simply a favored distribution to
individuals. Each basic structure alternative (among the set of all
feasible basic structures satisfying principles 1 and 2a) gives rise to a
particular distribution of income, wealth, and social position. Any
one such arrangement of the basic structure can thus be mapped
onto a single point in the distribution space; this point represents
the distribution of economic and social primary goods to represent-
ative individuals under a particular basic structure. Point a, then,
represents a distribution of income, wealth, etc., to such represent-

 Both figures 1 and 2 appear in Rawis 1971, p. 76. Indeed, much of the material in
this section is taken directly from Rawls 1971, pp. 76-80. It is presented here in
detail, especially the discussion of the attainable set and of indifference curves, partly
for completeness and partly to facilitate the exposition of parcto efficiency and
egalitarianism which follows in section 3.
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ative individuals under a basic structure arrangement that is just by
Rawlsian principles (in particular, principle 2b).’

3. Pareto efficiency and egalitarianism

We will now attempt to provide an alternate characterization of the
difference principie in terms of pareto cfficiency (or optimality) and
egalitarianism. Lect us start by defining the concept of a pareto
efficient arrangement of the basic structure. We say that a distribu-
tion of social primary goods (specifically, income, wealth, and social
position) is pareto efficient relative to a set of distributions if and
only if there does not exist another distribution in this set that
makes some (at least one) representative person better off without
at the same time making some (at least one) other representative
person worse off.*Also we shall say that a basic structure arrange-
ment is pareto efficient if it gives rise to a pareto efficient distribu-
tion. (See Rawls 1971, p. 70; also 1968, pp. 56-57.) For a two-group
society, if the attainable set is the region on or below the curve oc
(as indicated in figure 2 and also in figure 3), a pareto efficient
arrangement of the basic structure would lead to a distribution
which lies on the north-cast boundary of the attainable set, indicat-
ed by the curve ac in figure 3.

Thus there are several arrangements of the basic structure that
are pareto cfficient. Parcto cfficiency by itself is insufficient to
single out onc of these distributions as the just distribution.

7 Included in the basic structure would be a society's political system and its econom-
ic system. Each of these in turn would be made up of a set of structural elements or
institutions. We would require in the political sphere, for instance, a constitution. a
form of government, modes of clection. And in the economic, some form(s) of
ownership of the means of production. specific sectors for determining capital
investments, devices to provide ‘public goods® and 10 deal with externalitics, and so
on. {(Sce Rawls 1977, 1978, for claboration of his theory of the basic structure. See
Martin 1981, sccts. 2 and 4, for the cconomic institutions, in particular. in a
Rawlsian basic structure.)

¥ This definition of efficicncy derives from Vilfredo Pareto (see Parcto 1971, chap.
6, sccts. 32-64, pp. 261-269; note especially sect. 33, p. 261, and Appendix. sect, 89,
pp. 451-452). Since we are using pareto as a technical term. rather than as a proper
name, we will employ the fower-case p throughout.
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Figure 3. The pareto efficient distributions indicated by the curve ac.

In defining justice as fairness, it seems natural to appeal to
egalitarianism to supplement the principle of efficiency. The princi-
ple of egalitarianism would pick a distribution that is the ‘more
nearly equal’ or the ‘least unequal.” For example, in our two-group
society, the principle of egalitarianism would favor the distribution
(x1, x2) that minimizes the difference between the expectation of -
the most favored representative and the expectation of the least
advantaged representative, i.e., minixmize {x1—x3}. The indifference
curves under this criterion are shown in figure 4 where the arrow
indicates the direction of the higher indifference curves. The indif-
ference curve through the origin o is of course the highest indiffer-
ence curve—for it is the line that marks out a strictly equal distribu-
tion between the two representative persons.

In the general case where society is classified into n groups
according to economic well-being, there are correspondingly many
ways one can define egalitarianism. We will define egalitarianism
here as minimizing the difference between the expectations of the
most favored representative and the least advantaged represcnta-
tive, i.e., minimizing the difference x,—x, where x, is an expecta-
tion of the most favored representative, x, is the corresponding
expectation of the next most favored representative, and so on until



TWO INTERPRETATIONS OF THE DIFFERENCE PRINCIPLE 121

x, is the corresponding expectation of the least advantaged repre-
sentative.”

If the attainable set is the region on or below the curve oc¢ (as
indicated in figure 2 and again in figure 4), then the principle of
strict egalitarianism would pick the distribution 0. However, if we
make the principle of pareto efficiency lexically prior to the princi-
ple of egalitarianism, this combination of the principles would result
in the distribution a (from among the points on the pareto curve ac)
because picking a distribution less unequal than a would violate the
priority of the principle of pareto efficiency (see figure 4).

/.
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Figure 4. The most egalitarian parcto efficient ditribution in the attainable
set.

? Qur suggested definition would, we think, be acceptable to Rawls. For he charac-
teristically takes the well-being of the best-off class as the standard against which the
well-being of the other classes, including the least well-off is measured (see the
graphs in' Rawls 1971, p. 81), whife at the same time stressing the importance of
minimizing the (necessary) incquality in a society (see Rawls 1974a, p. 647, and
1974b, p. 145). Interestingly, Nozick too would measure the relevant inequality as
that which holds between the best-off and the fcast well-off classes (see Nozick 1974,
pp. 210-212). So, our definition is well motivated in light of the existing literature
and is not at all eccentric.,

For purposes of completeness, we add the following to our definition. In case of
nonuniqueness, i.e., where there are two or more distributions with the same
minimum inequality x; —x,,, we will state a more general cgalitarian principle that we
call the lexical egalitarian principle, as follows: in a basic structure with o relevant
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Thus, at least in the two-group society, pareto efficiency and egali-
tarianism (with the former lexically prior to the latter) would result
in the same distribution as the one that would result by maximizing
the expectation of the least advantaged. This is not a coincidence
and can be proven always to be true, as we show in the Appendix.

Rawls himself has noted that, where there are only two relevant
classes, the difference principle (or ‘maximin,” as he calls it there)
‘selects the (Pareto) efficient point closest to equality.’'” He contin-
ues, ‘Thus, in this instance at least, [the difference principle] has
another interpretation ...’ (1974a, p. 648). But he adds, ‘I do not
know, however, whether the focal point can be defined sufficiently
clearly to sustain the second interpretation . . . when there are three
or more relevant classes’ (1974a, p. 648, n. 7). It is to this particular
problem that we now turn.

In the general case where society is classified into n groups, n>2,
the situation naturally becomes a bit more complicated. We can
simplify the matter by saying that if the distributions in the attain-
able set exhibit a condition that Rawls calls ‘chain connection’ then,
again, pareto efficiency and egalitarianism will lead to the same
result as that obtained under the maximin version. (See the Appen-
dix for a mathematical proof of this assertion.)

According to Rawls, chain connection means that whenever the
expectation of the least advantaged group is increasing (as a result
of increasing the expectation of the most favored group), the expec-
tations of all the other intermediate groups are also increasing.''

representatives, first minimize the inequality x, - x,,; second, for equal value of the
difference x, - x,, minimize the inequality x, - x,.;, and so on, until the last case
which is for equal value of all the preceding n—2 differences x, —x,, x; — x4, .. . X; —
X3, minimize the inequality x; - x5.

1% Rawls 1974a, p. 648. Here (p. 648n) he cites Phelps (1973), pp. 334-337, and
Atkinson (1973), pp. 105-108; but neither one has, in our judgment, stated the point
unequivocally.

" Sce Rawls 1971, pp. 81-83, for a discussion of chain conncction. Arrow (1973, p.
252) severely criticizes this condition claiming that *.. on the face of it, it seems
clearly false." However, Arrow’s criticism is based on a misunderstanding of the
chain connection condition (he also confuses chain connection with close-knitted-
ness, an assumption tht Rawls makes to avoid nonuniqueness under the maximin
criterion). Chain connection does not imply that as we raise the expectations of the
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Interestingly, the coincidence of results which we have estab-
lished as holding between the maximin criterion and that of pareto
efficiency and egalitarianism, under the condition of chain connec-
tion, is not duplicated for the difference principle and utilitarian
principles under that same condition. In figure 5, although chain
connection holds, the difference principle, in its maximin version,
selects distribution a whercas the principle of average utility and
that of the sum of utilities would both select distribution b.

X2, X3 a b
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Figure 5. An attainable set that exhibits chain connection but where the
maximin principle differs from utilitarianism. "

more advantaged the situation of the worst off is continuously improved all the time.
In fact, Rawls (1971, p. 158) is carcful 1o qualify this statement with the statement
that *cach such incrcase is in the latter’s interest, up to a certain point anyway’
{emphasis added). Hence, Arrow’s example of reduction of the income tax for high
brackets and, simultancously, reduction of welfare payments is not an example
against the chain condition.

12 Rawls’s comment that *. . . given these special assumptions. the difference princi-
ple has the same practical consequences as the [principle] of average wtility ...
(1971, p. 82) and Arrow’s concurrence “if it [chain connection] holds. there is no
difference in policy implication between the maximin principle and the sum of
utilities . . .” (3973, p. 252) are both clearly wrong, as is indicated in figure 5. Perhaps
both Rawls and Arrow intended to say only that within the region of positive

i
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It should be noted that Rawls claims (1971, p. 82) that the differ-
ence principle is not contingent on the chain connection condition
being valid. So where chain connection does not hold, it is then
possible that pareto efficiency and egalitarianism could lead to an
outcome that is different from the outcome preferred by the maxi-
min version of the difference principle. For example, in figure 6
where chain connection does not hold, pareto efficiency and egali-
tarianism would select distribution b whereas the maximin version
of the difference principle would select distribution a.

X3 X3 &= 4
i W
/
e | |
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Figure 6. An attainable set that does not exhibit chain connection and
where the maximin principle differs from pareto efficiency and egalitari-
anism.

But, clearly, Rawls also believes that the normal situation in which
the difference principle is to be applied is one in which chain
connection does hold. In particular, chain connection can be ex-
pected when the other principles of justice—equal basic liberty and
fair equality of opportunity—are fulfilled (see Rawls 1971, p. 82).
We can, accordingly, regard cases where chain connection does not
hold as unusual ones and the application of the difference principle
in such cases as, in a sense, problematic. And we believe that Rawls

contributions (i.e., the region to the left of a in figure S) there is a coincidence
between Rawls’s maximin criterion and utilitarianism,
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would be reluctant to see the difference principle applied in precise-
ly those situations.

Indeed, he stresses that a well-ordered society should ‘operate
only on the upward rising part of the contribution curve (including
of course the maximum)’ (Rawls 1971, p. 104). Or. as he puts the
same point later, it is ‘desirable when the justice -of the basic
structure is involved’ that ‘we should stay in the region of positive
contributions’ (Rawls 1971, p. 105; see also pp. 79, 81-82, 585).
This particular emphasis is wholly in line with Rawls’s representa-
tion of the difference principle as one of ‘reciprocal advantage’ (sce
1971, pp. 177-179; also p. 510).

In short, chain connection does hold in a just basic structure.
Thus, Rawls is committed to chain connection and constrains his
maximin version of the difference principle by it in a well-ordered
society. Hence, our use of chain connection in a reformulation of
that principle is wholly legitimate insofar as we are attempting to
explicate the Rawlsian difference principle.'?

We now propose (and shall argue shortly) that the combination of
pareto efficiency and egalitarianism is more plausible than the
maximin version of the difference principle and that the sccond
principle of justice should be reformulated as follows.

Second Principle: Social and cconomic institutions in the basic
structure are to be arranged so that (a) the offices and positions are
open to all under conditions of fair equality of opportunity, (b) the
resulting distribution of economic primary goods is pareto efficient.
and (c) the inequality between the most favored and the least
advantaged is minimized.

(Regarding prioritics, fair equality of opportunity is lexically prior
to pareto efficiency which in turn is lexically prior to egalitarian-
+ism.)"

13 Sec the Appendix for a rigorous definition of chain connection. We shall not.

our purposes in the present paper.

4 This statement is to be taken as an initial formulation. At the end of section 4 we
introduce the notion of refative parcio efficicncy. The statement here, then, would
have to be revised to include that notion. Sce n. I8 (below) for our suggested
reformulation.
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4. Pareto efficiency, egalitarianism and justice

In this analysis we have assumed that there will be several pareto
efficient (or optimal) points on the boundary of the attainable set
A. But only one of these points can qualify as ‘more nearly equal’
(that is, as minimizing the difference x,—x,). This unique pareto
efficient-egalitarian point marks the criterion for distribution under
the difference principle in the version we have been developing. In
the present section we will attempt to show the peculiar relevance
of the pareto efficient-egalitarian criterion to Rawls’s theory of
justice. We will begin by recounting the main considerations devel-
oped in the original position that tend to favor the difference
principle. Then we will show how these considerations lead to the
pareto efficient-egalitarian criterion we have just sketched.

We start with the fact that people have different natural endow-
ments and are born into and grow up in different social circum-
stances. No one can be said to deserve or be responsible for these
factors in his own case. Nonetheless, such factors affect a person’s
life prospects, advantageously for some and disadvantageously for
others. And these particular end results cannot be said to be a
deserved or fair return either.

Now, though we can reduce the differences of people in respect
of natural endowment and social circumstance, we can never really
nullify or remove them. Nor should we attempt to do so. Rather,
some further step—on down the line-will be in order

Since these initial differences are both arbitrary and undeserved
on the part of the individual, each person can agree that the natural
endowment of each, that is, the use of the assets each person has in
the circumstances described, can and shouid benefit everyone. This
might not be a view we could expect individuals to take in the
everyday world; it is a view that it would be reasonable to take in
what Rawls calls the ‘original position,” a conjectured arena for
discussion and decision about principles of justice in which all
individuals, by hypothesis, are ignorant of a vast number of particu-
lar facts pertaining to themselves and others, in particular, such
things as their natural endowments and actual social circumstances.

In short, society can be arranged (and should be, from the
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perspective of the original position) so that no one is hurt and no
one unduly helped by his own ‘luck’ in the ‘natural lottery’ (as
measured by his initial ‘draw’ of natural endowments and social
circumstances). Rather, all are to use their natural assets and to
exploit their social circumstances not merely for their own advan-
tage but also for the common benefit.'s

The idea of collective asset, then, is the Rawlsian solution to the
problem posed by differential starting points and by the fact that
these initial differences can never be reduced to allow for more than
a passable measurc of equal opportunity. For if we can assure that
everyone will be made better off, we have not abandoned anyone to
luck and we have taken a significant step toward reducing the initial
inequality of people to a tolerable and manageable level. And it is
this intuition that the difference principle responds to.

What we want to see next is how these considerations, in particu-
lar the collective asset idea, would actually work as an argument
for the difference principle—that is, as an argument for the version
we have identified, where the criterion for the distribution of in-
come, wealth, and social position to representative individuals from
various groups is marked out by (1) that pareto optimal point which
is (2) the most egalitarian one. We shall take up these two points in
turn.

We will assume from the beginning that the persons in the
deliberative group have already accepted the principle of cqual
liberty and the principle of fair equality of opportunity (with the
lexical priority of the former over the latter). In short, we have an
attainable set A in which distributions are constrained by the accep-
tance of these prior demands of justice.

Now consider a simple problem where an individual in the origi-
nal position is asked to choose between exactly twa. basic structure
alternatives labelled ¢ and d such that d is not pareto efficient
relative to c; i.e., alternative ¢ results in a distribution that is at least
as good as the distribution resulting from alternative d for each and
every economic group, and c¢ results in a strictly better outcome for

'S The idea of regarding ‘the distribution of natural abilitics as a collective asset" is
from Rawls 1971, p. 179. Sec also 1967, p. 68; 1971, pp. 101-102, 523; 1980b, p. 551.
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at least one economic group as compared to d. Assume that both ¢
and d satisfy the principle of equal liberty and the principle of fair
equality of opportunity. We shall assert that regardless of the other
attributes of alternatives ¢ and d, a person in the original position
will prefer ¢ to d. The reasoning is quite obvious. Alternative ¢
results in an outcome that is at least as good as the outcome
resulting from alternative d for each and every segment of society.
Furthermore, ¢ is actually better than d for at least one economic
group. Then, clearly, one should not choose alternative d.'®
“This argument for not preferring d to ¢ is quite strong and holds
even if more alternatives are available. Thus, we can assert that an
individual in the original position will never choose a basic structure
alternative that results in a distribution of economic primary goods
that is not pareto efficient relative to other feasible basic structure
alternatives. The reason for this would appear to be given in the set
of considerations which led up to the adoption of the coliective asset
idea in the original position. The idea states that inéqualities are
justified only if certain conditions are met, among them the condi-
tion of mutual benefit. This condition can be met in the case of
choosing between .a pareto efficient outcome and onec that is not
(but cannot be met in choosing between two different pareto effi-
cient points—as, for example, in moving from one pareto efficient
point to another). It follows, then, that inequality—the perpetua-
tion or increase of incquality—can be justified only in the former
sort of case. Thus, we restrict ourselves to such cases.
Nonetheless, there may well be several arrangements of the basic
structure that are pareto efficient. But, clearly, it would not be
reasonable, from the perspective of the original position where all
participants have an equal status, to prefer a pareto efficient out-
16 See Rawls 1968, p. 57. The principle relied on here is a special case of the one
implicated in the idea of collective asset—the principle of mutual benefit. To bridge
from mutual benefit to the present principle one would have to resort to a scheme of
lexical ordering (analogous to the one employed in note 3) in which (i) the situation
in which each group is benefited is preferred to (ii) the case where one group has its
situation unchanged and all the other groups improve their situation, etc., on down
to (n) the situation in which only one group improves its situation and all the others

have theirs unchanged. Our point, then, is that (n) would be preferred to a situation
of no improvement at all.
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come that allowed for greater inequality than did another eligible
pareto efficient outcome.'” Therefore, that pareto optimal outcome
which minimizes inequality (that is, minimizes x,-x,) is selected.
To do otherwise would be to opt for a surplus of inequality, that is,
an inequality without compensating benefit(s). Such a choice would
perpetuate or increase inequality unnecessarily. Any such choice
would be unreasonable and unjustifiable. Thus, individuals in the
original position will scttle on the most nearly egalitarian parcto
efficient basic structure alternative.

One problem remains however. For it is not clear how the
principle we have identified would govern the choice between non-
pareto outcomes—the choice of options that stayed strictly within
theé nonpareto zone. It scems to us. though. that the argument
already developed would cover these cases. (See Martin 1985 chap.
S, for an elaboration of the argument.)

The choice problem we faced earlier can be generalized. Initially
it was the problem of moving from some nonpareto-efficient point
to any of several pareto efficient points; the choice problem in that
case was solved by selecting that one pareto efficient point which is
most cgalitarian. By the same token, when one moves from some
nonparcto-cfficient point, the preferred choice between relative
pareto efficient points (where yet further improvement. beyond
them, is still possibic) is that one which is more cgalitarian. The
number of relative parcto cfficient points could be increased. but so
long as the choice in the nonpareto zone assumes—with respect to
some fixed point—a finite set of discrete options. all of them
relatively pareto efficient, then one and only one of these points can
be selected as the most egalitarian one. Thus, the principle we have
formulated can be extended to choices within the nonpareto zone,
with only a slight change in wording.'®

17 Rawis’s clearest statement of this line of argument, stressing the equal status of
participants in the original position, is found in 1980a. pp. 205-206 in particular. Sce
also Rawls 1971, p. 547; 19744, p. 637: 1974b, pp. 142-143; and 1980b, pp. 529 532,
546-550.

¥ Thus, the (b) part of our principle as stated at the end of section 3 would now
read: ‘the resulting distribution of economic primary goods is pareto efficient (cither
absolutely or refatively).’

9 - Theoria 3:1983
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The solution we have hit upon, while verbally different from his
maximin criterion, is one that Rawls could accept. In the next
section we will examine the advantages of our formulation over the
maximin version of the difference principle that Rawis has pro-
vided.

5. Pareto efficiency and egalitarianism versus the maximin version of
the difference principle

One way of viewing our reformulation is to regard it as another
characterization of the difference principle. Our reformulation (in
terms of pareto efficiency and egalitarianism) can hardly be consid-
ered a radical departure from Rawls’s usual version. For the oper-
ational equivalance of these two formulations is demonstrated in
the Appendix (subject to the chain connection condition in the
general case of n groups in society). The main difference between
them, then, must come at another point.

To bring this out, let us distinguish a criterion for distribution
(e.g., Rawls’s maximin version of the difference principle) from an
argument for that criterion. (Such a distinction is carefully drawn by
Rawls; see 1974b, p. 141.) Many people have objected to Rawls’s
characterization of the difference principle because it appeared to
rest on a particular argument, specifically, that a rational individual
in the original position would use the maximin rule for decision
making under uncertainty. ‘The maximin rule tells us to rank alter-
natives by their worst possible outcomes: we are to adopt the
alternative, the worst outcome of which is superior to the worst
outcomes of the others’ (Rawls 1971, pp. 152-153). In the course of
conducting his maximin argument Rawis rules out the use of objec-
tive probability values in the original position, decrees that it would
be unreasonable to arbitrarily assign equal probability values to
each possible life situation under the indeterminate conditions pre-
vailing behind the veil of ignorance, assumes (implicitly) that indivi-
duals in the original position are extremely risk-averse, and so on."
1 See Rawls 1971, pp. 150-161, especially pp. 153~154. The main arguments against

computing risks and, as well, against using a principle of insufficient reason (to assign
equal probability values to possible cases) is found in Rawls 197§, pp. 165, 167-173,
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This argument is perhaps the weakest link in his chain of reasoning
that utilitarians such as Arrow (1973) and Harsanyi (1975) have
attacked in defending their own—utilitarian—doctrine .2’

In sum, these critics have reasoned that, since the maximin
argument was inherently suspect or since it did not apply under the
conditions envisioned, or was not uniquely applicable, the criterion
supported by that argument was itself defective or precarious. Thus,
doubts about the maximin argianent tended to translate into doubts
about the maximin criterion, that is, into doubts about Rawls’s
favored way of characterizing the difference principle.

We will not say that Rawls’s preferred criterion for distribution—
his favored version of the difference principle—requires the support
of the maximin argument. We will say only that it is difficult to see
how this particular formulation of the criterion of distribution
would have been chosen except in the context of the maximin
argument.”’ The formulation we have hit upon sets a different
criterion for distribution (that of pareto efficiency constrained by
egalitarianism). More important, a different argument—that of mu-
tual benefit as implicated in the idea of collective asset—is used to

175; sec also 1974a, p. 649. Rawls also argucs that individuals, behind the veil of
ignorance, are unawarc of their personal propensitics for risk-taking or -aversion.
(Sce 1971, p. 172; also pp. 152-157, 168, 330: and also Rawls 1974a. pp. 64Y-6350.
653; 1974b, p. 143.) What be contends instead is that alf individuals, as a matter of
rationality, would be extremely risk-averse under these conditions of extreme uncer-
tainty (see especially Rawls 1971, p. 172).

20 Sec also Sen (1970, pp. 139-141) on this point. He writes. *. . . the link between the
concept of ‘fairness’ and the two principles of “justice” that identify the maximin rule
lies in the belief that in a *fair’ agreement these two principles will be chosen. s this
argument acceptable? ... Rawls’s maximin solution is a very special one and the
assertion that it must be chosen in the original position is not altogether convincing.
21 1t has been argued, for example, by Kaye (1980, pp- 34.41) and Ihara (1981). that
other rational decision strategies—such as minimax regret (see Baumol 1977. pp.
460-466, cspecially 463-466)—would support Rawls’s difference principle and that
those other strategics would have as well the effect of ruling out utilitarian criteria as
viable alternatives to that principle. Nonetheless. our point is that if the maximin
strategy were thought to be unsound or inapplicable then both Rawls (at least in his
book) and his critics would regard the difference principle in its maximin version as
unsupported.
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support this criterion; and this argument, while itself Rawlsian,
does not draw, directly or indirectly, on the maximin argument.

We would stress, parenthetically, that the main use of the maxi-
min argument in Rawls’s hands is to rule out or to constrain
utilitarian alternatives to his preferred two principles of justice. It is
important in this regard to note that Rawls intends the maximin
strategy to support the two principles per se against utilitarianism;
the strategy is not specifically intended to support the difference
principle (see Rawls 1971, pp. 152-157).

Interestingly, in some of his later writings, Rawls suggests a two-
stage argument for the two principles (see 19744, sections 3 and 5
especially and also p. 652; 1974b, pp. 142-143). In the first stage,
the two principles are contrasted, as a set, to a utilitarian alternative
(say, that of maximizing average utility). Here Rawls alleges that
the two principles will be preferred because they protect the equal
basic liberties and fair equality of opportunity from utilitarian social
calculations in which the well-being of some persons, in these
respects, might be sacrificed in the interest of maximizing average
utility. It is principally this notion, that citizens want to protect
liberty and opportunity against risk, that Rawls tries to capture with
his maximin strategy. Thus, maximin rules out utilitarian alterna-
tives because they threaten, or fail to guarantee, these particular
social primary goods.

Now we move to the second stage. Here principles 1 (equal basic
liberties) and 2a (fair equality of opportunity) are taken as accepted
across the board. So the competition between the two principles
and utilitarianism is reduced to the consideration whether the dif-
ference principle (2b) is to be accepted for the distribution of the
other social primary goods—specifically income, wealth, social and
economic position—or, alternatively, a principle of maximizing util-
ity (again let us say average utility) is to be chosen. 2b or not 2b,
that is the question.

At this point Rawls shifts from the maximin strategy (for it has
already successfully done its work in seeing to the protection of the
equal basic liberties and fair equality of opportunity) to introduce
another argument specifically in support of the difference principle—
the argument from collective asset (sec Rawls 1974a, pp. 647-648;
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also 1968, pp. 59, 67, 71). It is this argument that he calls the
‘compelling’ one for the difference principle (sce Rawls 1974b. pp-
144-145), and it is this argument that we have been emphasizing
throughout our paper.

Rawls’s use of a two-stage argument makes it clear, then, that the
maximin strategy does not support the difference principle in par-
ticular and that the argument specifically and peculiarly designed
for that purpose is the one based on the idea of collective asset,
namely, the argument from mutual benefit as it would be developed
in the original position.

Once the two-stage argument is in place, the next step—it seems
clear to us—should be to replace Rawls's preferred version of the
difference principle (with its strong verbal affinities and resonance
to the maximin strategy) with a version more attuned to the sup-
porting two-stage argument, in particular its second stage. The
version we have been developing in this paper has precisely this
character.

In any event, one signal advantage of our reformulation (in terms
of pareto efficiency under the constraint provided by egalitarian-
ism) is that it does away with any need to rely on the maximin
principle as the main support for the difference principle. For the
criterion of distribution we have provided is not dependent on the
maximin argument and, hence, would not be brought down by its
failure. Accordingly, insofar as there are doubts about the efficacy
of the maximin argument in the conditions imposed by the original
position, our formulation of the difference principle criterion would
escape that difficulty.

Another point. The maximin principle is understood, specifically,
as a principle for decision making under conditions of uncertainty.
Hence its formulation and choice, as a decision procedure, presup-
pose a thick veil of ignorance; extreme uncertainty is its home
ground. But the real social world, in which such a principle would
have effect, probably does not exhibit a correspondingly high level
of uncertainty. It seems anomalous, then, actually to employ the
maximin criterion in conditions where the degree and range of
knowledge is sufficiently great to make the maximin argument
unnecessary. Under real world conditions the maximin criterion
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seems not so much artificial as simply inappropriate.

Our formulation avoids these difficulties. Its principal conditions
of support, in the original position, would not require the radical
and stringent restrictions on knowledge that the maximin principle
does. Accordingly, the conditions for the original formulation and
selection of our criterion are much more like the conditions, in the
real social world, of its actual use. This is a virtue in itscif, and the
anomaly we have cited would not arise.

There are other signal advantages as well.

The formulation we have provided and the argument that lies
behind it—the principle of mutual benefit and the idea of collective
asset—are more clearly linked to other important features of
Rawls’s system than is the maximin criterion. Thus, an additional
advantage of the criterion of pareto efficiency-egalitarianism is that
it serves to integrate the Rawlsian account of justice. Here we
suggest consideration, in particular, of two problematic points: (1)
the connection of Rawls’s two principles with what he calls the
general conception of justice and (2) the relationship of the differ-
ence principle to the principle of equal basic liberty and to fair
equality of opportunity. We shall take these up in turn,

One of the more compelling reasons for the adoption of our
reformulation of the second principle of justice is that it is more
amenable for derivation from the original position construct that
Rawls uses to define justice as fairness. (See Rawls 1971, pp. 17-
22). Among the important features of this construct is Rawls’s
general conception of justice, which he expresses as follows: ‘All
social values—liberty and opportunity, income and weaith and the
bases of self-respect—are to be distributed equally unless an une-
qual distribution of any, or all, of these values is to everyone’s
advantage’ (1971, p. 62; see also p. 303). Thus, Rawls’s general
point of view on justice is a strongly affirmed egalitarianism to be
departed from only when it is not pareto efficient. Our reformula-
tion of the second principle of justice expresses precisely this ideain
specific terms. And, if one starts from Rawls’s general conception
of justice, then the derivation of the second principle in terms of
pareto efficiency and egalitarianism is immediate.?

2 In Rawls’s earliest formulation of the two principles, the second asserted that
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Rawls’s first principle states that inequalities in some things, the
basic liberties, will not be tolerated. It would be unreasonable and
unjust for the basic liberties to be unequal. (See Rawls 1971,
especially sects. 40, 77, 82; also pp. 211, 478, 496, 583.) In addition,
he requires ‘fair equality’ of opportunities. (See Rawls 1971, sects.
12-14, 46.) Thus, two of the primary goods—liberty and opportuni-
ty—must be distributed equally to all if the distribution is to be a
just one. But Rawls does not, similarly, require cquality in the
distribution of such things as social position and authority or income
and wealth. Provided that unequal distribution allows everyone to
be better off than he would have been if some original or primori-
dial distribution had been absolutely equal and provided that the
constraints of the difference principle are met (as well as the
lexically prior demands of justice), unequal distribution of these
primary goods is just. Now the problem is that, if the difference’
principle is formulated, as Rawls usually puts it, in maximin ver-
sion, the deviation from equality which is allowed by the general
conception is not seen in any explicit way to serve an underlying
equality or to be constrained by it. Thus, the two principles seem to
incorporate radically different standards and the connection be-
tween them is obscure. In our formulation, the difference principle
is interpreted in such a way that the deviations allowed in order to
achieve pareto efficiency, either absolute or relative, are con-
strained by the minimizing of the necessary inequality. Thus equa-
lity continues to operate explicitly in our version of the second
principle and the connection of the difference principle with the
egalitarian first principle is thereby mediated.

In sum, our restatement of the second principle of justice has
several virtues, as we have indicated. Chief among these is the
degree of simplification that it affords Rawls’s overall theory of

‘inequalities are arbitrary unless it is reasonable to expect that they will work out for
everyone’s advantage ..." (1958, p. 165). Thus, the connection of this carlier
formulation with the so-called general conception is simply that of special case to
general principle. One minor virtue of our analysis is that, by linking the difference
principle (in the version we have provided) to the general conception. we have also
made perspicuous the historical linkage of the difference principle (in 1971) to its
earliest formulation by Rawls (in 1958).
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justice. For it integrates main elements of the theory more fully by
showing, in intuitive fashion, how the two principles follow from
features and considerations developed in the original position; by
exhibiting the connection of the two principles with the so-called
‘general conception of justice’; and, finally, by making explicit the
commitment to equality that operates throughout the formulation
of the two principles. In contributing a greater coherence to the
theory and in protecting the difference principle from some of the
more effective criticisms directed against it, our reformulation has,
we think, made the theory of justice as fairness a more compelling
and persuasive onc.

Appendix

Here, we will formally prove the equivalence of the two versions of
the difference principle.

Consider a society that can be classified into n groups of indivi-
duals according to their cconomic well-being. The economic well-
being of an individual will be represented by a real-valued index
(for example, an index of primary goods) as a function of the
individual’s expected distribution of income, wealth, social position,
etc. over the individual’s lifetime. Each of these n groups will be
represented by one hypothetical representative endowed with the
average characteristics of the group he represents. The attainable
set, A, will then be the set of all feasible (practicable) distributions
of expectations of these n representatives under various basic struc-
tures consistent with the principles of equal liberty and fair equality
of opportunity.

Without loss of generality, let group | consist of the most favored
individuals, group 2 consist of the next most favored individuals,
and so on until group n consists of the least advantaged individuals.
With this labeling of the groups, the attainable set A will satisfy the
condition

Ac{x=(, .., x)xn2nz...2x,)

One should not interpret this condition to imply that, for example,
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the least advantaged group is restricted to remain least advantaged
under any feasible basic structure. Instead, since x, represents the
expectation of the hypothetical representative of the least advan-
taged group (regardless of the actual membership of this group), by
definition x,, will be smaller than the expectations of the representa-
tives of other groups, and so on. Hence, the above condition does
not constitute a restriction on the attainable set.

Let the unique distribution favored by the maximin version of the
difference principle (including the lexical version in case of non-
uniqueness) be denoted by a=(ay, ..., a,), i.e.,

(i) max {min {x;:i=1,...,n}: xed} =a,;
(i) max {min {x;: i=1, ..., n-1}: xeA, x,=a,} =a,.;

and so on until
(n) max {min {x; : i=1}: xeA, x, =4a,, ..., X2=a;} =a,.

The set of all pareto efficient distributions in A will be denoted by
P,ie.,

P = {x £ A:there does not exist a distribution (y;, ... y,) £ A
such that y;=x; foreachi=1,...,nand y;>x; forsome j=1, ...,

n}.

The combination of pareto efficiency and egalitarianism (with the
lexical priority of the former over the latter) will lead to a unique
distribution in A (see Lemma 2 below). Let us denote this unique
distribution by b= (b, ..., b,), i.e.,

(i) min {x,—x,:xeP}=b,-b,;
(ii) min {x;—x,,:x€P, x,—x,=b;—=b,} = b;—b,.;;

and so on until

(n—1) min {x;—x;:x€P, x,—x,=b=b,, ..., x;—x3=
b|—b3) =b|.’"b2.
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Before we prove the equivalence of the two versions of the differ-
ence principle. we need to state two lemmas (the proofs of which
are omitted).

Lemma 1: The unique distribution a favored by the maximin version
of the difference principle is pareto efficient, i.e., a € P.

LemMA 2: The combination of pareto efficiency and egalitarianism
{with the lexical priority of pareto efficiency over egalitarianism) will
lead to a unique distribution in A.

Tueorem 1. If society can be classified into two groups, the more
Javored group and the less advantaged group (i.e., n=2), then the
distribution a favored by the maximin version of the difference
principle will coincide with the distribution b favored by the combi-
nation of pareto efficiency and egalitarianism (with the lexical prior-
ity of the former over the latier), i.e., a=b.

Proof: By the definition of a, ay Z b;, and since a € P, then by the
definition of b, a;—a, Z b;-b,. Adding these two inequalities, we
get a; = by. Since b & P (by the definition of b), a; Z b, and a, = b,
together imply that a; = b, and a, = b,, i.e., a=b (because either
a;> by or a, > b, will imply that b ¢ P). Q.E.D.

To show the equivalence of the maximin difference principle with
the combination of pareto efficicncy and egalitarianism in the gen-
eral case of n groups n>2, we need a regularity condition
called ‘chain connection.’

According to Rawls (1971, pp. 81-83), chain connection means
that whenever the expectation of the least advantaged group is
increasing as a result of increasing the expectation of the most
favored group, the expectations of all the other intermediate groups
are also increasing. Formally we will say that the attainable set A
exhibits chain connection if, and only if, for any two distributions x,
yeA if x,2y, and x;2y,, then x;Zy,; for each i=2, ..., n-1.
Although Rawls never really defines chain connection very precise-
ly, the above definition captures the essence of Rawls’s discussion
of chain connection.



TWO INTERPRETATIONS OF THE DIFFERENCE PRINCIPLE 139

In the general case of n>2 groups, the equivalence of the
maximin difference principle and the combination of pareto effi-
ciency and egalitarianism can be shown if we assume chain connec-
tion. This is done in the following theorem.

THEOREM 2: If the attainable set exhibits chain connection, then the
maximin difference principle favors the same distribution as that
favored by the combination of pareto efficiency and egalitarianism
(with the lexical priority of the former over the latter), i.e., a=b.

Proof: Assume that chain connection holds. By the definition of a,
a, Z b, and since a ¢ P, then by the definition of b, a;-a, 2 b, -b,.
Adding these two inequalities, we get a, = b,. Since chain connec-
tion holds, we can then conclude that a;=b; for i=2, ..., n—1.
Since b € P (by the definition of b), we must have ;= b, for i=1,
..., h,i.e., a=b (because a; > b; for some i would imply that b ¢
P).

‘ Q.E.D.
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