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Abstract: Jason Brennan and John Tomasi have argued that if we focus on income
alone, the Difference Principle supports welfare-state capitalism over property-
owning democracy, because capitalism maximizes long run income growth for
theworst off. If so, the defense of property-owning democracy rests on the priority
of equal opportunity for political influence and social advancement over raising
the income of the worst off, or on integrating workplace control into the Differ-
ence Principle’s index of advantage. The thesis of this paper is that even based on
income alone, the Difference Principle is not as hostile to property-owning demo-
cracy as it may seem, because the Difference Principle should not be interpreted
to require maximizing long run income growth. The main idea is that it is unfair
to make the present worst off accept inequality that doesn’t benefit them, for the
sake of benefitting the future worst off, if the future worst off will be better off
than they are anyway.
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intergenerational justice, growth

1 Introduction

There have long been debates about how to situate Rawls’s theory of justice
ideologically. According to its left-wing critics, ‘justice as fairness’ validates con-
temporary welfare-state capitalism (Macpherson 1973, p. 343), if not trickle-down
economics (Geuss 2014). Mark Reiff notes that some supply-side economists have
explicitly invoked Rawls to justify tax cuts for the rich (Reiff 2012, p. 130). Yet
Rawls and his followers have assumed that the theory rejects welfare-state capit-
alism in favour of either market socialism or ‘property-owning democracy’ (Rawls
1971, pp. 258, 271ff.; Rawls 1999a, xiv; 1999b, xiv; 2001, pp. 139f.; DiQuattro 1983;
Williamson and O’Neill 2009). Roughly speaking ‘welfare-state capitalism’ desig-
nates a society based on private property and free markets with a safety net to
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152 A. Lister

ensure everyone reaches a minimum standard of living, but no attempt to max-
imize the position of the worst off. Property-owning democracy also involves
private ownership of the means of production, but includes measures inten-
ded to disperse ownership of capital so as to preserve equal opportunity for
political influence and social advancement, considerations Rawls considered
lexically prior to raising the income of the lowest position. Property-owning
democracy also aims to satisfy the Difference Principle. It’s not enough that every-
one be afforded a decent minimum standard of living; inequalities between social
positions must benefit the worst off.

The rationale for the Difference Principle is egalitarian, in that inequalities
of income and wealth have to be justified, and in particular justified to the worst
off, because differences of innate talent are arbitrary from a moral point of view
(Rawls 1999b, pp. 63ff.). Rawls’s followers have generally assumed that the prac-
tical implications of the Difference Principle are also egalitarian, in a comparative
sense, taking for granted that realization of the principle would lead to a soci-
ety that is significantly more equal than contemporary societies. It’s an empirical
question, however, whether or not that’s the case. One of the reasons Hayek could
claim that the differences between himself and Rawls were ‘more verbal than
substantial’ (Hayek 1976, p. xiii) is that Hayek believed that capitalism tended to
reduce inequality while raising the position of the worst off (Hayek 1976, p. 131).

Jason Brennan and John Tomasi have argued that if we consider income
alone, some purer form of capitalism is likely to do better than property-owning
democracy at maximizing the position of the worst off (Brennan 2007; Tomasi
2012). To avoid this implication, Samuel Freeman argues that the Difference
Principle’s index of advantage must include decision-making authority over
workplace conditions and allocation of productive resources, not just income
(Freeman 2011). However, if income is more important than economic demo-
cracy, as Brennan and Tomasi claim, then capitalism (in some form) wins, as far
as the Difference Principle is concerned. This conclusion would not imply that
Rawlsian liberalism is simply a form of trickle-down neoliberalism, but it would
highlight a real tension within Rawls’s principles. If laissez-faire or welfare-state
capitalism best realizes the Difference Principle, the case for property-owning
democracy would depend on the priority of equal social and political opportunity
over raising the absolute position of the worst off. Other things equal, one would
expect that raising someone’s income would go hand in hand with increasing
their opportunities for political influence and social mobility. In this case, how-
ever, what’s generating the gains in income for the worst off are even larger gains
for the better off. Such inequalities might undermine Rawls’s first principle of
Equal Basic Liberties, which includedwhat Rawls called the ‘fair value of political
liberty,’ i.e. the demand that people have roughly equal opportunity to influence
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The Difference Principle, Capitalism, and Democracy 153

political decision-making regardless of their social position (Rawls 1999b, pp.
197f.).1 Inequalities satisfying the Difference Principle might also lead to higher
intergenerational transmission of social position, undermining Fair Equality of
Opportunity, the other component of Rawls’s second principle.2

In this paper, I argue that even if we focus on income alone, and not demo-
cracy in the workplace, the Difference Principle licenses less inequality than
it might seem, and thus is not as hostile to property-owning democracy as
would otherwise be the case. The main claim is that Brennan and Tomasi’s
account of the principle has implausible intergenerational implications, because
it focuses on long-run income growth for the worst off. Maximizing long-run
growth may involve accepting more inequality today, inequality that doesn’t
benefit the present worst off, for the sake of bettering the position of the worst
off in the future, who are different people, and who are better off anyway. The
paper argues that we should instead interpret the Difference Principle as permit-
ting inequalities between positions today if they raise the worst off today, subject
to a just savings principle that is prior because it is grounded in the need to estab-
lish and maintain Equal Basic Liberties. This version of the Difference Principle
does not by itself vindicate property-owning democracy over welfare-state capit-
alism, but it does reduce the extent of the divergence between Rawls’s principles,
thus placing less weight on the assumption that equalizing social and political
opportunity must take strict priority over raising the lowest social position.

The second section of the paper explains theDifference Principle and its place
in relation to Rawls’s other principles. The third describes the problem to which
Freeman and Brennan/Tomasi propose different solutions. This section rejects
Brennan’s diagnosis of the problem, which hinges on the paradox that directly
aiming at maximin may hinder its realization, but argues that Brennan’s cent-
ral case illustrates a real tension between Rawls’s principles. The fourth section
distinguishes two interpretations of the Difference Principle. One involves max-
imizing long term income growth for the worst off; the other involves permitting
intragenerational inequalities that raise the worst off today, subject to the prior
satisfaction of the just savings principle. I defend that latter interpretation.

1 For evidence that the preferences of richer Americans are more likely to be satisfied than
the preferences of poorer Americans when the two conflict, see Bartels (2008, pp. 252ff.). This
tendency is presumably more pronounced, the greater the level of economic inequality, other
things equal, although this is an empirical hypothesis that would need demonstration based on
comparative data.
2 For evidence that increased income inequality leads to increased correlation between earnings
of fathers and sons, see Corak (2013).
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154 A. Lister

2 The difference principle

The generic version of Rawls’s second principle is that inequalities between social
positions are permissible if these positions are open to all and if the inequalities
between positions benefit all. The Difference Principle is a ‘democratic’ interpret-
ation of the latter idea; in order to count as benefitting all, inequalities must
raise or at least not lower the lowest social position, as opposed to simply being
Pareto efficient (Rawls 1999b, pp. 53, 65).3 At one point, Rawls calls the principle
‘strongly egalitarian’ (Rawls 1999b, p. 65) because an equal distribution is pre-
ferred unless there is an alternative that raises both positions (in the simplest,
two-position case). Crucially, it’s not sufficient for a given regime to leave the
worst off better than they would be under perfect equality, or for a change in
regime to leave the worst off better off than they were under the status quo. This
is presumably the requirement people have in mind when they think of ‘trickle-
down’ policies; any gain for the better off is justified, no matter how large, so long
as it leaves the worst off better off than they were, even if just by a bit. To sat-
isfy the Difference Principle, however, one needs to show that there is no feasible
alternative that would benefit the worst off more, i.e. that all of extra inequality
benefits the worst off. In a two-position scenario, for example, the move from [5,
8] to [6, 15] is not justified if [7, 10] is feasible, even though 6 > 5, because the
increase in inequality from [7, 10] to [6, 15] worsens the position of the worst off.
The requirement of mutual benefit applies to each increment of gain for the more
favoured position (Rawls 1999b, p. 170). This is the requirement that Brennan and
Tomasi claim capitalism best realizes, at least if it is accompanied by a modest
welfare state.4 Still, considered by itself, the Difference Principle could justify
arbitrarily large inequalities, if the facts are such that it takes big gains for the
better off to generate small gains for the worse off. It is important to the defense of

3 Fair Equality of Opportunity is Rawls’s favoured interpretation of the other part of his second
principle, the idea that positions must be open to all. Because Fair Equality of Opportunity is
lexically prior to the Difference Principle, however, it is simpler to think of Rawls’s theory as
comprising three principles: Equal Basic Liberties, Fair Equality of Opportunity, and the Differ-
ence Principle. As we will see, Rawls also defends a Just Savings Principle, which I will argue is
an extension of the Equal Basic Liberties principle.
4 Tomasi’s model of ‘market democracy’ includes ‘tax-funded safety nets for citizens in great
need’; Tomasi (2012, p. 109). Brennan’s central example involves a comparison between a
property-owning democracy and ‘some sort of capitalist society’; Brennan (2007, p. 292). I will
argue below that Brennan needs to be concerned about variability of income as well as the aver-
age income of the lowest social group, and that therefore some form of welfare-state must be part
of his preferred regime. I will therefore focus on the contrast between welfare-state capitalism
and property-owning democracy.
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The Difference Principle, Capitalism, and Democracy 155

property-owning democracy that the Difference Principle is limited by prior prin-
ciples: Equal Basic Liberties, which includes the fair value of political liberty, and
Fair Equality of Opportunity. People’s opportunities to have a political say can-
not be too unequal, and their conditions of development in childhood cannot be
too unequal, so that people born in different social locations have roughly equal
opportunities to develop their talents and attain higher positions. If the inequal-
ities that pass muster with the Difference Principle turned out to be so large as to
create what is effectively a hereditary ruling class, they would stand condemned
by prior principles (Rawls 1999a, p. 70; Estlund 1998, p. 110; Williamson and
O’Neill 2009, p. 5).

Complications arise when there are more than two positions. When ‘chain
connection’ (Rawls 1999a, p. 70) fails, gains for the lowest position can involve
losses for intermediate positions, as in the case of the choice between [1,4,8] and
[2,3,15]. In this case the increase in inequality with respect to High raises Low
(1 to 2), but lowers Mid (4 to 3). Perhaps that’s justified, but it’s not as obvious as
the case in which we can say that each additional inequality raises each worse
off position, e.g. [1,4,8] vs. [2,6,15]. The version of the principle that holds even
when chain connection fails might be thought to license additional inequality too
easily, depending how inequality is measured. It is not obvious what principle
should apply in this case, i.e. what more general principle yields the Difference
Principle as a special case when chain connection does hold.

Further complications arise the expectations of the different social positions
are not ‘close knit’. When close-knitness does not hold, ‘the least advantaged are
not affected one way or the other by some changes in expectations of the best off’
(Rawls 1999a, p. 72). This possibility raises the question of whether inequalities
must raise or merely not lower the position of the worse off (Cohen 1992, p. 266).
Although Rawls initially says ‘raise,’ the lexical version of the principle assumes
the rule is ‘not lower’ (Rawls 1999b, p. 72).

Finally, there is the issue of whether inequalities are merely permissible or
mandatory if they raise/don’t lower the lowest position (Cohen 1992, p. 266). If
we set aside the issues raised by failures of chain connection by considering only
two-position scenarios, we can describe more or less egalitarian versions of the
Difference Principle. The least egalitarian version holds that inequality is man-
datory if it doesn’t lower the lower position, yielding the two-position version of
the lexical Difference Principle; first maximize the lower position, then maximize
the higher position. Themost egalitarian version holds that inequality is only per-
missible, not mandatory, and only if it raises the lower position, not if it simply
doesn’t lower it. This principle is more egalitarian because it permits more equal
distributions that the first version would forbid, and because gains for the better
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off alone do not justify inequality (i.e. equality is assigned some positive value,
albeit one trumped by any gains to the worse off).

The ‘mandatory if it doesn’t lower’ version of the principle may seem most
plausible, since only it is fully consistent with Pareto efficiency. For example,
where close-knitness fails, the additional inequality moving from [5,8] to [5,10]
does not raise the lower position; in this case, the ‘inequalities must raise’ ver-
sions of the principle seem committed to levelling-down. The permissive versions
of the principle also license departures from Pareto efficiency. Suppose that in
addition to [5,8] and [5,10] there is a third option [4,6]. If inequalities that bene-
fit the worst-off are mandatory, [4,6] fails, but if they are merely permissible it
passes, even though opting for [4,6] involves forsaking universal gains. However,
what we are measuring, in comparing positions, is an index of social primary
goods, not all goods. If the principle held that it is mandatory to maximize the
minimum share of social primary goods, this would make the principle greedy, so
to speak, relative to social goals of lower priority, in the sense that the principle
would leave little room for pursuing those goals. For example, the maximizing
version of the principle would forbid ever spending money on minority lan-
guage preservation, even by means that don’t increase inequality, assuming that
money spent on preservation of languages could have raised the lowest economic
position (Williams 2011, p. 399).5

The extent of the principle’s egalitarianism is also affected by the ques-
tion of whether it applies only to collective choices about institutions, or also
to individual choices within such institutions. On the one hand, it seems that
the principle must apply to institutions rather than personal choices, otherwise
it would yield results at odds with powerful intuitions about responsibility. If I
choose to work harder than you, and earn more only for that reason, why should
the resulting inequality have to benefit you? The mistake, here, is to apply prin-
ciples of justice to distributions across specific individuals given past conduct,
instead of applying the principles to the institutional rules within which individu-
als make choices.6 If the rules defining property, contract, inheritance, etc. are
just, then whatever distribution results from our choices is just no matter what it
is. But these rules will not be just unless they protect people’s Equal Basic Liber-
ties, secure Fair Equality of Opportunity, and permit inequalities only if they raise

5 An anonymous reviewer points out that such greediness may be appropriate, however, since
the principle governs policies and institutions that attain their ends by coercive rather than
voluntary means.
6 As Rawls says, the Difference Principle applies ‘to the announced system of public law and
statutes and not to particular transactions or distributions, nor to the decisions of individuals
and associations’ (1996, p. 283).
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The Difference Principle, Capitalism, and Democracy 157

the lowest social position. The principle’s institutional focus makes it ‘far more
responsibility-friendly (or ambition-sensitive) ... than is generally understood’
(Van Parijs 2003, p. 216).7

The restriction of the Difference Principle’s scope of application to institu-
tional structures rather than personal choice has been controversial, however,
because the inequalities the principle legitimizes seem to be needed only because
people don’t fully accept the rationale for the principle. Joseph Carens and G.
A. Cohen pressed the objection that people truly motivated by recognition of
the moral arbitrariness of the distribution of innate talent would not demand
extraordinary wages for ordinary work (Carens 1981, Cohen 1992). However, we
can distinguish what kinds of inequality the principle applies to from what choices
or decisions the principle is meant to govern. The inequalities that stand in need
of justification are between social positions, not individual persons. Nonethe-
less, it could be that individuals have some personal responsibility for realizing
the principle (beyond simply complying with just institutions). I am not going
to resolve this issue of personal vs. institutional responsibility, except to register
a doubt about the extent of the costs it is reasonable to ask individuals to bear
on a unilateral basis, without assurance that others are doing likewise (Williams
1998).8

The Difference Principle may seem emblematic of what Iris Marion Young
referred to as the ‘distributive paradigm’ (Young 1990, pp. 15ff.).9 To the contrary,
I believe the Difference Principle makes most sense in the context of what has
been called ‘relational egalitarianism’. The idea of ‘relational’ egalitarianism is

7 An alternate diagnosis of the problem focuses on the narrowness of the index used rather than
the application of the principle to individual choices rather than institutional rules. If principles
of justice regulate the burdens as well as the benefits of social cooperation, one must either
assume a standard level of work effort, or include leisure in the index the Difference Principle
uses. However, individual choices are going to combine in all kinds of way to generate morally
arbitrary inequalities, e.g. I happen to arrive at the store when the item youwant goes on sale and
buy it first, or I hear about a job you would have wanted and you don’t. It wouldn’t make sense to
say that every inequality created by an individual choice or set of choices must raise the person
on the bottom end of the inequality in question. The institutional response remains important
even if we add leisure to the principle’s index of advantage.
8 Williams frames the issue in terms of the publicity requirement involved in the idea of a society
being well-ordered. But we could drop the assumption of well-orderedness and still pose the
question in terms of reciprocity; must I make a sacrifice for others without assurance that they
would do the same for me?
9 Young argued that contemporary theories of social justice focused too heavily on patterns in
the holdings of things, ignoring background institutions that structure social relations, and give
rise to domination and oppression.
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that the fundamental aim of egalitarian justice is not to secure the correct distri-
bution of material goods, but ‘to create a community in which people stand in
relations of equality to others’ (Anderson 1999, p. 289).10 Relational egalitarian-
ism may seem to generate a concern for sufficiency (that no one falls below some
minimum), plus outer limits on the extent of economic inequality (Miller 1997,
p. 235), along the lines of Rousseau’s comment that no one should be rich enough
to buy another, and none so poor as to have to sell (Rousseau 1913, p. 45).11 It is not
enough that our institutions prevent obvious status hierarchies, however; they
should also express and make common knowledge our mutual recognition of one
another as equals. Institutions should therefore not create or exacerbate inequal-
ities, not unless there is a reason to do so that is fully consistent with people’s
equal status. Making those in the lower position better off than they would other-
wise be allegedly meets that demand (when it is applied incrementally, compared
to all feasible alternatives that are more equal). When inequalities between posi-
tions are known to raise the level of the lower position, the institutions in question
still express people’s equal status, despite their creation of inequality. There is
thus a plausible relationally-egalitarian rationale for the Difference Principle.

Having set the stage, let me now turn to the main issue, which is whether the
Difference Principle, considered by itself, tends to justify capitalism, whether of
the laissez-faire or welfare-state varieties.

3 The ‘Paradox’ of directly aiming and so failing to
realize the difference principle

According to Brennan, Rawls thought that social institutions not only had to max-
imize the income and wealth of the worst off, but directly aim to do so (Brennan
2007, p. 288). Thus laissez-faire capitalism is doubly disqualified, first because it
doesn’t expressly require that morally arbitrary inequalities benefit the worst off,
and secondly because to whatever extent it does benefit the worst off, laissez-faire
capitalism achieves this objective indirectly, by setting out and enforcing general
rules of conduct (e.g. about property and contract), rather than directly via the

10 ‘Equality, as it is more commonly understood, is not, in the first instance, a distributive
ideal, and its aim is not to compensate for misfortune. It is, instead, a moral ideal governing
the relations in which people stand to one another’; Scheffler (2003, p. 21).
11 Similarly, Anderson’s conception of ‘democratic equality,’ requires ‘not effective access to
equal levels of functioning but effective access to levels of functioning sufficient to stand as an
equal in society’; Anderson (1999, p. 318). For criticism of the view that a relational approach
leads to sufficientarianism, see Schemmel (2011).
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organization and administration of the state. The paradox, in Brennan’s view, is
that institutions that don’t aim directly or don’t aim at all might actually do better
for the worst off. I don’t accept Brennan’s presentation of the problem, but I think
he has identified an important issue about possible trade-offs between Rawls’s
principles.

Regarding the importance of institutions expressly aiming to satisfy prin-
ciples, Brennan draws a parallel with the hedonic paradox. If I always decide
how to act based on the rule ‘maximize my own happiness,’ I may not in fact
maximize my own happiness, since it is possible (for example) that trying to
accomplish some objectively valuable goal is what maximizes happiness (Bren-
nan 2007, pp. 289f.). Utilitarians have long recognized that the moral code whose
general adoption maximizes utility might not be utilitarianism, because of the
complexity of the calculations involved, the limited information and cognitive
abilities of the average person, and the resulting difficulty establishing stable
expectations. Thus it might make sense on utilitarian grounds for institutional
architects to promulgate a non-utilitarian philosophy. Similarly, the best way to
realize Rawls’s principles might be for a society to adopt classical liberal or liber-
tarian principles. Brennan doesn’t explain what mechanismmight be responsible
for this result, and in the absence of evidence, it seems safer to assume that
collectively aiming at a goal increases the chances of its realization (Rawls 2001,
p. 137). One can imagine some possibilities, however. Perhaps the average mem-
ber of the population will assume that for us to aim at achieving a goal, we must
strive to implement it directly by use of state organizations, rather than indirectly
by establishing general rules governing interaction of individuals and firms. If too
much reliance on direct means reduces long run income growth, then the Differ-
ence Principle might be more fully realized if citizens affirmed classical liberal
or libertarian principles, even though a minority of informed individuals would
understand the true rationale for capitalist institutions.

This kind of ‘government-house’ (Goodin 1995, pp. 60f.) Rawlsianism is sub-
ject to twomain criticisms, apart from the fact that it fails Rawls’s formal publicity
condition (Rawls 1999b, pp. 15, 49, 115, 158). First, there is a sense in which we are
not free if the society in which we live is guided by principles of which we must
be unaware, principles we cannot debate or criticize, because they must oper-
ate in secret from the general population. Second, the principles people publicly
accept can affect the way they relate to one another. In the case of relationships
between individuals, Brennan accepts that intentions can matter independently
of results, but he denies that intentions matter in the case of social institutions,
since institutions are not moral agents (Brennan 2007, p. 292). Institutions are,
however, the product of our choices, at least in part. They are supported by indi-
vidual choices to comply, and they are reformed, or not, by our collective political
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choices. It matters that a society publicly aim at justice, becausewe do and should
care not just about what ends up happening but about the relationships we have
with one another, as citizens. We could not relate to one another as equals if our
official conception of justice were hierarchical, even if unbeknownst to us the res-
ulting institutions did somehow maximize the position of the worst off. In sum,
it is important for society to try to realize the Difference Principle, both because
this increases the likelihood of realization, and because it affects relations among
citizens to know that this is what we are trying to do.

The second dimension of the requirement that institutions must try to sat-
isfy principles is a preference for realizing principles via direct state organization
rather than indirect regulation of conduct. Brennan explains the distinction by
drawing a contrast between two kinds of means a government could adopt to
promote the general welfare. Direct means involve ‘instituting welfare offices,
offering subsidies and grants, providing a basic income, promoting employ-
ment, attempting macroeconomic adjustments, offering free healthcare, and the
like’. Indirect means involve ‘providing a basic institutional framework (such as
the rule of law, representative democracy, courts, and a well-functioning prop-
erty rights regime)’ (Brennan 2007, pp. 288f.). I don’t agree that Rawls’s theory
involves any general preference for collective action organized via the state over
decentralized interaction regulated by general rules of conduct enforced by the
state. The primary subject matter of principles of justice is the basic structure of
society, including the general framework of rules of property and contract. We
don’t take private property and the market for granted, as if they are beyond the
scope of principles of justice, then argue that the government should redistribute
income to benefit the worst off. Rather, the idea is that the whole system of institu-
tions should not create inequalities unless they benefit the worst off. Direct state
transfers have a role to play, but the general rules that govern interaction between
individuals also have to be designed so as to realize the principles of justice.12
Suppose that a regime of laissez-faire capitalism were consistently to maximize
the position of the worst off, and that it was generally recognized that we would
adopt a different system if it did not. Such a regime would satisfy Rawls’s publi-
city condition, even though the means adopted to maximize the position of the
worst off would not involve agents of the state bringing about this end by their

12 As Chris Bertram explains, the share of social primary goods going to the least advantaged ‘is
not ... to be distributed directly, as an aim of public policy – or at any rate, not in the first instance.
Rather, the economic distribution that emerges in society is to emerge as the result of the day-to-
day operations of its ‘basic structure’, with tax and transfer policies being a mere mopping up’
operation to secure what improvement can be secured over that naturally emergent distribution’;
Bertram (1998).
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own actions. Rawls’s objection to such a regime (in the hypothesized factual con-
ditions) would have to be that it fails prior principles, not that it adopts indirect
means.

This is in fact what Rawls argued, and what contemporary defenders of
property-owning democracy maintain. Considered by itself, the Difference Prin-
ciple might justify inequalities so large that they would undermine the first
principle’s guarantee of political equality (Rawls 1999a, p. 70). Rawls envisaged
a ‘distribution branch’ of government, which would use policies such as inher-
itance taxes ‘to prevent concentrations of power detrimental to the fair value of
political liberty and Fair Equality of Opportunity’ (Rawls 1999a, p. 245) thus estab-
lishing ‘a democratic regime in which land and capital are widely though not
presumably equally held’ (Rawls 1999b, p. 247; see also p. xiv). Adding a welfare
state to the capitalist system ensures that no one falls below a decent standard
of life, but will still allow ‘large and inheritable inequities of wealth incompat-
ible with the fair value of the political liberties ... as well as large disparities of
income that violate the Difference Principle’ (Rawls 2001, p. xv; see also Rawls
1999b, pp. 139f.). As O’Neill andWilliamson explain, the rationale for policies that
disperse capital is to block the intergenerational transmission of advantage and
prevent the corruption of politics (Williamson and O’Neill 2009, p. 5).

Nonetheless, Brennan raises an important challenge to the Rawlsian view.
Suppose that laissez-faire capitalism or welfare-state capitalism were more eco-
nomically efficient than property-owning democracy, such that it could attain
higher growth rates for all income classes, including the worst off. To illus-
trate this possibility, Brennan imagines the income distributions of two societies
with different growth rates. Paretosuperiorland is a capitalist society with three
equally sized classes, with an income distribution of 10, 20, and 40, in the year
1900. Fairnessland is an identical society that has the same initial distribution of
income, but as a result of reading Rawls they reorganize society so as to satisfy the
Difference Principle, yielding the distribution 15, 19, and 24. In the short run, the
result is a large gain for the worst off (from 10 to 15). However, because Paretosu-
periorland is more efficent, its economy grows faster. Brennan supposes that each
income class of Paretosuperiorland grows at 4% a year, while Fairnessland grows
at only 2%. This difference in growth rates leads the Paretosuperiorland Poor to
overtake the Fairnessland Poor, by 1925, and to pull far ahead, 100 years later, as
illustrated in Table 1. ‘At what point do the least advantaged (and everyone else)
in Fairnessland object that they were given a bad deal?’ (Brennan 2007, p. 294)

Brennan describes this case as one in which directly aiming at the Dif-
ference Principle fails to realize it, but I agree with John Tomasi that if we
choose Paretosuperiorland only so long as and because it maximizes the position
of the worst off, then ‘Paretosuperiorland is Fairnessland as well’ (Tomasi 2012,
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Table 1: Simplified Version of Brennan’s Fairnessland vs. Paretosuperiorland.

Fairnessland Paretosuperiorland
1900 15, 19, 24 10, 20, 40
2000 109, 138, 174 505, 1010, 2020

p. 236). Brennan’s example illustrates a real tension, however, between Rawls’s
principles. The bigger the cost of ensuring equal political and social opportunity,
in terms of foregone economic gains for the worst off, the greater the weight is
placed on the lexical priority of these prior principles. At what point do the worst
off object that they are paying too heavy a price, in terms of income and wealth,
for the protection of political equality, and the promotion of social mobility?

This question poses a serious challenge, because the case for the priority of
Fair Equality of Opportunity over the Difference Principle is weaker than gener-
ally recognized. We may accept that freedom of occupation is more important
than increases in income and wealth for the lowest social position. It is not obvi-
ous, however, that the goal of equalizing chances for talented children of humble
origins to rise is more important than the goal of raising the general level of the
worst off. If we accept that the distribution of innate ability is morally arbitrary,
the priority of Fair Equality of Opportunity over the Difference Principlemay seem
to reflect a meritocratic bias (Arneson 1999, p. 86), particularly when there is
the alternative of building a concern with opportunities for the development and
exercise of one’s talents into the Difference Principle (Arneson 1999, pp. 98f.).13

I want to grant for the sake of argument the claim that a property-owning
democracy would exhibit lower long-run growth, including lower growth for the
worst off, than would capitalism with a modest welfare state. It may be useful,
however, to provide some indication of what evidence there is on this issue,
and how confident we can be. Recent trends in the developed world provide
some reason for scepticism. For example, Piketty et al. find that for the US,
whereas pre-tax income growth for the bottom 20% of the distribution between
1946 and 1980 was +109%, between 1980 and 2014 it was -25%, whereas gains

13 Along these lines, Tomasi interprets Fair Equality of Opportunity as requiring that inequal-
ities of opportunity improve the opportunities of the worst-off class; Tomasi (2012, p. 238). In
this formulation, the principle cannot have strict priority over the Difference Principle (although
freedom of occupation might). Tomasi is in effect building opportunity for self-development into
the index the Difference Principle seeks to maximize, alongside variables such as income and
wealth. On this view, intergenerational transmission of social position would not matter, except
to the extent that it caused (or was an indicator of) a lower absolute level of opportunity for the
worst off.
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for the top 1% soared from +47% to +204% for the same two periods (Piketty
et al. 2017, p. 39; Leonhardt 2017). It’s possible, however, that countries at the
more capitalist end of the spectrum did better in both periods. Ideally, we would
be able to observe multiple isolated instances of welfare-state capitalisms and
property-owning democracies. Unfortunately, we lack any examples of genuine
property-owning democracies, and all of our cases are interacting as part of a
global economic system whose parameters are not beyond question. Still, there
is enough evidence based on existing variation to make the empirical basis of
Brennan’s example plausible.

For one thing, looking at the world as a whole, growth in the income of the
poorest 20% of a country’s population closely tracks growth in a country’s overall
income (Dollar and Kraay 2002 cited by Brennan 2007, p. 294; Dollar et al. 2016).14
There is also evidence that economic freedom, as defined in classical liberal terms
by groups such as the Fraser Institute, leads to higher growth rates in average
income (De Haan et al. 2006; Hall and Lawson 2014). Greater economic freedom
is strongly associated with greater prosperity for the worst off (Gwartney et al.
2016, p. 27), though this pattern is explained in part by the fact that rule of law
is an element of economic freedom and also an important source of prosperity.
The Fraser Institute’s index rightly includes security of property rights as one of
the components of economic freedom. However, the fact that the poorest ten per-
cent in countries afflicted with high levels of corruption and violent conflict are
much poorer than the poorest ten percent in countries with stable legal and polit-
ical systems does not tell us whether more or less regulation and redistribution
will help the worst off in Canada and the US. One way to avoid this confound-
ing is to compare jurisdictions in which there aren’t major differences in the rule
of law. Comparing US states, for example, one study finds that increased eco-
nomic freedom is positively correlated with income growth for rich and poor alike
(Ashby and Sobel 2008), although a more recent study finds that growth for the
lowest quintile is much smaller than for the other quintiles, and not statistically
significantly different than zero (Compton et al. 2014).

14 Given initial inequality of income, however, equal growth rates for different parts of the
income distribution imply very different absolute gains; Ravaillon (2001, pp. 1805f.). It is there-
foremisleading for The Economist to summarize Dollar and Kray’s research by saying that growth
raises the poor’s income ‘by about as much as it raises the incomes of everybody else’; ‘Growth
is Good’ (2000) cited by Ravaillon (2001, p. 1803). Given levels of inequality in 2000, Ravaillon
calculates that equal growth rates across different parts of the income distribution imply that the
gain for the richest ten percent will be four times higher than the gain to the poorest twenty per-
cent, in India; in Brazil, the ratio will be nineteen. Thus, equal growth rates based on unequal
initial shares imply that the rich capture a much larger share of the total increase in national
income; (Ravaillon 2001, p. 1803).

Brought to you by | provisional account
Unauthenticated

Download Date | 12/4/18 11:29 PM



164 A. Lister

In any case, the idea that the Difference Principle considered by itself
might support welfare-state capitalism over property-owning democracy has
been entertained even by Rawls’ defenders. Why prefer property-owning demo-
cracy, Samuel Freeman asks, if welfare-state capitalism promises to maximin
income? Freeman’s answer is the Difference Principle governs not only the dis-
tribution of income and wealth but of ‘powers and positions of responsibility,’ in
particular ‘powers of control over productive resources’ (Freeman 2011, pp. 49f.).
Even if workers in a property-owning democracy might have less income than
they would have under welfare-state capitalism, they would have greater say in
decisions about productive resources and workplace conditions.

Tomasi responds that it’s more important to maximize the income and hence
the real personal freedom of the worst off than it is to secure popular control over
economy andworkplace. ‘If offered the chance to have their workplace committee
meetings increased, market democracy is skeptical that many ordinary citizens
would (or should) accept’ (Tomasi 2012, p. 191). Of course it’s true that people
should be free to choose better-paying jobs that involve less workplace demo-
cracy. The question is how we assess the level of advantage of the representative
members of different social positions. Suppose that one set of policies maxim-
ized the average income of the worst paid workers, but led to a lower level of
autonomy in the workplace, e.g. less freedom about when to take toilet breaks. It
is not obvious which set of institutions is more just (White 2014, p. 188).

Nevertheless, I would like to set aside the issue of the relative importance of
income vs. workplace authority and autonomy, in order to focus on an objection
to Brennan and Tomasi’s interpretation of the Difference Principle that applies
even when all elements of the index are moving together. If by reducing direct
state action intended to benefit the worst off we could grow the economy faster
and so increase the growth rate of income at the bottom end of the distribu-
tion without affecting the expected quality of workplace life for the worst off,
shouldn’t we do so?

One reason for thinking the answer is ‘no’ would be concern for the variance
of income rather than just the average of the lowest position. Brennan’s hypo-
thesis is that relying on state programs slows growth across all income classes.
But maximizing the average income of the worst off group by indirect means in
a capitalist system could mean tolerating excessive variability within this group.
Without welfare programs that guarantee individuals access to income, capital-
ism might maximize the growth rate of average income of those in the lowest
position while exposing them all to significant risk of economic hardship, leav-
ing the unlucky ones having to depend (at times) on the charity of strangers.
‘Surely the worst off group in a society is the unemployed,’ argues Samuel Arnold
(Arnold 2013, p. 397). I agree, but would put the point differently. The Difference
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Principle does not require us to maximize the income of those who are volun-
tarily unemployed. We must instead think in terms of the income of classes of
workers organized by level of training and education, taking into account both
expected income and variability of income, on the part of those willing to con-
tribute. I think Brennan and Tomasi can concede, however, that we care about
limiting the variance as well as the increasing the average of the lowest group’s
income. An unconditional basic incomemight serve this purpose, without funda-
mentally altering the structure of capitalist institutions or seriously undermining
growth (Zwolinski 2011; 2015). Indeed, the whole idea of ‘welfare-state capitalism’
is that of a laissez-faire system underpinned by a safety net. Brennan and Tomasi
need not reject welfare policies altogether, in order to defeat property-owning
democracy.

I want to pursue a different response to Brennan and Tomasi’s challenge,
which involves questioning the intergenerational fairness of their interpreta-
tion of the Difference Principle. My claim is that even if we knew for sure
that Brennan’s growth rates would materialize, we shouldn’t necessarily opt for
Paretosuperiorland. Uncertainty aside, there are two different versions of the Dif-
ference Principle that are in play, which have different consequences for how we
think about growth, and justice between generations.

4 Why it can be unfair to maximize long run
income growth for the worst off

It may seem obvious that we should maximize income growth for the worst off.
Why would one ever want the income of the worst off to grow less, rather than
more? The answer is that one might be measuring growth over different time peri-
ods. Greater gains for the worst off now may come at the expense of lower growth
later, as in the case of Fairnessland. (Brennan’s table makes it seem as if both
growth rates are fixed over time because the initial move to a property-owning
democracy is built into the first year, for Fairnessland). Conversely, in Paretosu-
periorland the worst off in the first period forego possible gains, and accept more
inequality, so that in the long run the lowest social position will be higher than
it would otherwise be. Eventually the worst off are better off, but they are not the
same people.

Brennan asks at what point the least well off in Fairnessland will object that
they have been given a bad deal. This objection will be met with another, on the
part of the worst off from earlier generations. Maximizing long-run growth out of
concern for the worst off means that the worst off in generation one must accept
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extra inequality today, inequality that makes them worse of than they need be,
for the sake of raising the prospects of the worst off in generation two, who will
be better off anyway. Perhaps the great inequality in Manchester in 1850 made
the worst off in 1950 better off than they would have been, had there been less
inequality in 1850. But the worst off in 1950 were going to be better off any-
way, compared to the worse off in 1850. It is no justification of extra inequality
back then, that it will benefit better off people in the future. Maximizing long-
run growth in the income of the lowest position involves saying to the worst
off in 1850; ‘you must accept inequality today that doesn’t make you better off
(intragenerational inequality) for the sake of improving the lot of future persons
whowill be better off than you anyway’.15 It’smore plausible to think that inequal-
ity between positions now should raise (or at least not lower) the lower position
today.

The version of the Difference Principle that requires maximizing the position
of the present worst off would be vulnerable to the objection it implies zero or neg-
ative savings, since we could benefit the worst-off today by consuming everything
and leaving nothing for the future. The inequality-permission view is less vul-
nerable to this worry. In either case, however, the Difference Principle must be
limited by a separate savings principle. We can’t require that inequalities between
generations benefit the worst off generation, since later generations can’t affect
earlier generations. For this reason, Rawls argued that the Difference Principle
‘didn’t hold’ between generations, and that the issue of intergenerational justice
had to be handled by a separate ‘just savings’ principle (Rawls 1999b, pp. 253f.).
Rawlswasn’t fully clear about the position of this principle with respect to the oth-
ers, but there is good reason to think it must be prior to the Difference Principle.
Frédéric Gaspart and Axel Gosseries have argued that the savings principle is best
viewed as the consequence of the priority of the first principle over the second,
rather than as a separate principle requiring independent justification (Gaspart
and Gosseries 2007, pp. 197f.). If accumulation is necessary for a society to secure
basic liberties at the minimum necessary level, then such saving is justified even
if it comes at the expense of not maximizing the economic position of the present
worst off.

Rather than deriving the savings principle from the priority of basic liber-
ties over the Difference Principle, as Gaspart and Gosseries do, it is possible to

15 There are some passages in Rawls that suggest maximizing the level of the future worst off.
For example, at one point Rawls says that ‘the appropriate expectation in applying the Difference
Principle is that of the long-term prospects of the least favored extending over future generations’
(Rawls 1999b, p. 252). In the context, however, it’s clear that what Rawls is saying is that we don’t
want to set the social minimum so high that there is no saving, because each generation has to
save, at least up to a certain point, so as to establish just institutions.
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derive it from the Difference Principle itself, applied ‘transgenerationally’ (Attas
2009). While it might be true that maximizing the worst off position starting today
would forbid savings, we can ask what level of saving would have maximized
the position of the worst off today had previous generations followed the same
principle. Daniel Attas argues that we should set the level of savings for all gen-
erations (or the savings function, if the rate is thought to depend on variables
such as a society’s level of development), such that the level of the worst off in
a given generation is maximized (Attas 2009, p. 206). If we think of ourselves as
setting the savings rate/function for all generations at once, a higher rate has two
effects on any given generation. On the one hand, more savings today imposes
a cost on today’s worst off, since those in this position are foregoing resources
that will benefit later generations. On the other hand, more saving in the past
benefits today’s worst off, since those in this position gain from the growth past
savings made possible. Attas’ rule is thus to set policy/design institutions (includ-
ing those that determine the level of savings) so as to maximize the level of the
present worst off assuming all previous generations followed the same rule, bal-
ancing the negative impact of higher present saving against the positive impact of
higher past saving.

While Attas’s principle is plausible for the ideal case of full intergenerational
compliance, it is not plausible for the actual world of past non-compliance. The
level of savings that would maximize the position of the present worst off if all
previous generations had followed it might be quite high. If previous generations
didn’t save at this level, however, how is it fair to the present generation to require
that high level of savings? We can’t ask the worst off in Manchester in 1850 to
accept savings at the level that would have maximized their position had all pre-
vious generations followed it, when previous generations didn’t, if the result is
that the Manchester worst off in 1850 must sacrifice gains so that the Manchester
worst off in 1950 will be even better off.16

I am assuming, here, that the worst off in 1950 will be better off than the
worst off in 1850 regardless, and that we are contemplating additional savings
in 1850 (that increase inequality and worsen the position of the worst off then)
for the sake of further improvements for the worst off in 1950. If this assumption
does not hold, then additional savings might be required. For example, in face of

16 Attas bases his transgenerational Difference Principle on Rawls’s ‘universality’ constraint
rather than on the full compliance assumption. Attas distinguishes the two on a number of
grounds; Attas (2009, p. 204). Acknowledging these differences would simply lead to a rede-
scription of the problem, however, not its elimination. If the parties to the original position have
chosen principles from a menu that includes only principles that are universal, i.e. that govern
all generations, there will still be a question of what we should do now, if previous generations
have not followed these principles.
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impending environmental catastrophe, we might be required to save in order to
ensure that equal basic liberties are secure, in the future.

Gaspart and Gosseries go on to argue (contra Rawls) that further intergenera-
tional saving is forbidden by justice. Once the accumulation phase mandated by
the first principle is over, ‘maximin egalitarianism should prevent us from saving
as well’ (Gaspart and Gosseries 2007, p. 204). The reason is that any additional
savings will come at the expense of the present worst-off. Saving beyond what is
required for satisfying the first principle imposes a cost on the worst off in the
current generation simply for the sake of benefitting the worst off in the next
generation, who are better off anyway. Absent the first-principle rationale, such
savings violate maximin.

The claim that maximin rules out saving is an instance of the general worry
that any maximizing principle will be insatiable (greedy). Maximin conflicts with
intergenerational saving in the sameway that it conflicts with every other possible
social goal that is subordinate to the two principles, which is that the achieve-
ment of such goals can’t come at the expense of any gains for the worst off. If it
is mandatory to maximize the minimum, and if any resources devoted to subor-
dinate goals could have been allocated to benefiting the worst off, then maximin
seems to rule out pursuit of any subordinate goals, saving included. One response
to this argument would therefore be to reject the mandatory-maximization inter-
pretation of the Difference Principle, in favour of the inequality-permission view.
On the permissive view, savings would be permitted so long as they did not
increase inequality today. In this case, sacrifices made by both better and worse
off (i.e. that don’t increase inequality) for the sake of subordinate goals would be
permissible.

In my view, the Difference Principle should be construed as a condition that
permits intragenerational inequalities, rather than as a requirement to maximize
the minimum (Attas 2009, p. 212; Williams 2011, pp. 396ff.). The idea behind the
Difference Principle is that you and I here today can both see that an inequality
between us is legitimate and doesn’t impugn our equal status because we see that
it benefits those who have less. Inequalities between generations can’t pose this
kind of relational threat. Past and present don’t have an ongoing relationship that
can be threatened by morally arbitrary inequality between them.

Even if we adopt the mandatory-maximizing view, however, it is not strictly
true that saving is forbidden. Saving is an aggregate phenomenon, the product
of many individual decisions in the context of a wide range of institutions and
policies. What the savings principle does is to set the minimum level of aggreg-
ate savings. It is possible that under institutions maximizing the position of
the present worst off, people will make economic choices that end up generat-
ing further savings, beyond what the savings principles requires. For example,
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permitting inheritance of wealth might provide incentives for greater work effort,
which might benefit the worst off, while also leading to higher levels of saving. If
so, we could not then redistribute these savings for even greater gains to the worst
off, not without upsetting the mechanisms that make those rules the ones that
maximize the position of the worst off in the first place. Any such redistribution
has to be built into the system from the beginning, so to speak, in which case it
will influence the incentives people face and the choices people make. Of course,
the more inheritance of wealth is permitted (for the sake of incentives that raise
the lowest position), the greater the threat will be to Fair Equality of Opportunity,
illustrating the point that the prior principles of justicemay be distributivelymore
demanding than the Difference Principle.

The version of the Difference Principle that I have defended consists in per-
mitting inequalities between social positions if these inequalities raise the worst
off position today, subject to satisfaction of the savings principle. One objection
to this view would be that the savings principle only fixes a minimum necessary
for the good functioning of a political system that effectively protects basic liber-
ties. If that level were low, and society had in the past accummulated wealth far
above that amount, then the present generation could overconsume, leaving the
next generation worse off, though still above the level required by the just savings
principle. I think in practice this possibility is not likely, given the incentive effects
of permitting inheritance, and the widespread concern people have for their chil-
dren. Still, it is counterintuitive to think that one generation could draw down
the stock of resources for its own benefit leaving the next worse off than itself.
Perhaps justice requires that each generation leave the next at least as well off as
itself. In any case, this is a question about what the savings principle requires, not
about the Difference Principle.

5 Conclusion

The preceding argument has not justified property-owning democracy as against
welfare-state capitalism. To do that would require showing that wealth must be
widely dispersed in order to maintain political equality and equal opportunity,
and that these goals are more important than raising the level of the lowest
position. What the argument has shown is that the Difference Principle is less
at odds with property-owning democracy than it might initially seem. On Bren-
nan and Tomasi’s interpretation, the Difference Principle requires maximizing
the long run growth rate of the income of the representative member of the low-
est social position. This principle could justify accepting present-day inequalities
that don’t benefit today’s worst off, for the sake of benefiting the worst off in
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future generations, even if without these additional benefits the future worst off
would be better off than the present worst off anyway. The alternative interpreta-
tion is that, subject to the just savings principle, present-day inequalities between
positions must raise the worst off position today. Disagreement about the institu-
tional implications of the Difference Principle reflects different specifications of
the principle as well as disagreement about economic facts.
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