Session 19 - Reading Summary

Justice and the Market System

Green Giant Case Study:

As local U.S. frozen food manufacturers have consolidated and been acquired by multinationals, they have increasingly migrated jobs from California to Mexico.  

· Roughly ½ of frozen food processors in California have migrated south of the border, taking away 16,000 jobs.  40% of US frozen veggies now come from Mexico.

· Green Giant moved most of its operations to Mexico, yielding significant economic gains (savings of $13,224 per worker annually).  

· American consumers gain from this migration of jobs through lower prices, but unskilled laborers in the US are left with few job prospects.

· Green Giant’s average worker in California had been a 45-year-old Hispanic woman with minimal education and few skills (beyond choppin’ broccoli).

· Green Giant provided severance packages, retraining and job relocation to California employees.

· US government also contributed, but unemployment rate in Watsonville (former home of Green Giant) still hit 15% in 1991.

 Does a company that has been part of a community owe that community anything if it decides to leave?

INTRODUCTION

Justice is an important moral concept with a wide range of applications, used to evaluate actions of individuals as well as social, legal political and economic practices.

· Questions of justice usually arise when there is something to distribute.

· Justice also concerns the righting of wrongs.

Justice is relevant to cases like Green Giant.

· Economic transformations often involve overall improvements in welfare that are unevenly distributed.

· Is anything owed to the losers?

ARISTOTLE’S ANALYSIS OF JUSTICE

According to Aristotle, justice has a double meaning:

· Universal Justice: tied to the whole of virtue.  Always do what is morally right and obey the law.

· Particular Justice: concerned with virtue in specific situations.  One should take only their proper share of a good, and should shoulder their share of a burden (no free riding!).  Three types:

· Distributive Justice: distribution of benefits and burdens. Generally comparative in that it considers each persons amount of benefit/burden relative to others.

· Compensatory Justice: compensating people for wrongs done to them.  Restores moral equilibrium. 

· Retributive Justice:  appropriate punishment of wrongdoers. 

· Both compensatory and retributive justice are non-comparative.

· A helpful add-on to Aristotle (because clearly he doesn’t know as much as Baron) is to consider the distinction between procedures and outcomes.  Just procedures produce just outcomes (i.e., “I cut the cake, you choose the piece you want”)

Aristotle on Distributive Justice:

· Aristotle expressed the idea of egalitarian justice in a mathematical equation that represents justice as an equality of ratios.  Any difference is the allocation of a good (P) between individuals A and B must be justified by some relevant difference (Q).  An easy example is that one’s share of pay should reflect their share of work.  

A’s share of P
=
A’s share of Q

B’s share of P
=
B’s share of Q

Any number of “Q” criteria can be used to justify distribution of goods:  ability, effort, accomplishment, contribution, need, etc…

Criticism of Aristotle’s Account:

· Each justifying feature has both merits and faults, must distribute benefits based on balanced criteria.  

· “From each according to his ability to each according to his need”

· College scholarship criteria based on both merit and need

· Arithmetic formula suggests more precision than is possible in reality

· Main shortcoming is that the theory is a purely formal principle – it does not specify the relevant features that justify different treatment, but only states that such features exist.

UTILITY AND JUSTICE

Justice is commonly regarded as a stumbling block for utilitarianism.  Utility seems to favor any redistribution that increases total utility without regard for distribution.  However, justice does not require complete equality.  Utilitarianism also conflicts with justice in that it makes no allowance for justified claims for unequal treatment.  Utilitarians generally argue that the differences are only apparent and that utilitarianism supports theories of justice.  

· Diminishing Marginal Utility: utilitarianism and justice converge because of the phenomenon of diminishing marginal returns.  The first units each person receives of any good have the highest value.  
· Plausible argument, but difficult to verify in practice.  Also, diminishing marginal returns is not a good argument for equality once everyone’s basic needs are met.
· Justice and Desert:  utilitarianism and justice converge because a system for maximizing utility tends to reward people according to desert.  Rewarding initiative, ability, etc., encourages people to strive to develop these desired features further.
· Mill’s Argument:  Mill holds that equality is a part of the meaning of utility, but maintains that it can be overridden by considerations of utility.  

RAWL’S EGALITARIAN THEORY

In A Theory of Justice (1971), John Rawls offers two principles of justice.  Rawls offers a Kantian conception of equality in which members of society are recognized as free and equal moral persons.  Questions of justice arise when free and equal persons come into conflict with others pursuing their self-interest.  The key to a well-ordered society, according to Rawls, is the creation of institutions that enable individuals with conflicting ends to interact in meaningful ways.  Justice assists in assigning rights and duties and distributing the benefits and burdens of mutual cooperation.  Rawls’ theory is close to traditional contract theory, with the pre-contract situation described as “original position.”  A unique figure of Rawls’ version is the “veil of ignorance,” in which those who decide the principles of justice must do so without knowledge of their own personal position in society.  Under the veil, people will not develop discriminatory policies because they may come back to haunt them personally.

Rawls’ Two Principles of Justice (in order of priority):

1. Each person is to have an equal right to the most extensive total system of basic liberties compatible with a similar system of liberty for all.

2. Social and economic inequalities are to be arranged so that they are both:

a. To the greatest benefit of the least advantaged, and

b. Attached to offices and positions open to all under conditions of fair equality of opportunity.

· Principle 2a (“the difference principle”) accounts for our intuitive judgment that it would be wrong to enslave a portion of society, even if it increases overall utility.

· Rawls’ argument for the difference principle is that under conditions of uncertainty, a ration person would choose the alternative in which the worst outcome was better than the worst outcome of any other alternative (maximize the minimum or “maximin”).  

· Chosen under the veil of ignorance because of each person’s fear of being the worst off.

· Principle 2b (“the principle of equal opportunity”) is similar to the idea that careers should be open to all on the basis of talent.

UTILITY AND THE MARKET SYSTEM

In a capitalist society, economic decisions are made primarily through the forces of supply and demand in the marketplace.  Firms maximize profit while consumers maximize utility.  The market is characterized by three main features:

1. Private ownership of goods and resources

2. Voluntary exchange of goods and services

3. The profit motive, whereby people engage in trade to advance their own well being

Arguments for the market system:

Utilitarian:  a market system creates the highest utility for society.

· Adam Smith highlighted the importance of trading in an economy.  It solves the problem of how to enlist the aid of others in satisfying our basic need by appealing to them in terms of their own advantage.

· Invisible hand argument – buyers seek to buy high, sellers to sell low; the free market leads to an efficient economy.  “By pursuing his own interest, he frequently promotes that of society more effectually than when he really intends to promote it.”

· Problems with the invisible hand argument:
· Does not prove that free markets maximize utility, only that they are efficient.
· Argument pre-supposes perfect competition.
· Assumes individuals who engage in economic activity are fully rational and act to maximize their own utility (“the economic man”).  People lack the ability/information to act precisely in their own benefit, and motivation is more complex than the invisible hand accounts for.
· Ignores externalities
· Collective choice – assumes that if each individual makes a rational choice to maximize utility, the aggregate of these choices will maximize societal benefit.
· Problematic with public goods.
· The prisoner’s dilemma also refutes collective choice theory.
Libertarian (Lockean): property as a fundamental right.

Modern libertarian philosopher Robert Nozick advanced “Entitlement Theory.”

· Principles of justice differ from the principle of utility in that they are historical principles rather than non-historical or end-state principles.

· Take into account the process by which distribution came about.

· Nozick’s principles are “unpatterned,” i.e., they do not distribute a good on the basis of the presence or absence of a particular feature (effort, ability, etc.).

· Patterned distribution would violate property rights.

· Nozick argues that a distribution is just if “everyone is entitled to the holdings they possess.”  Entitlement is traced historically. 

· As long as the original acquisition and each subsequent transaction was just, you’re entitled to everything you have no matter how uneven the overall distribution is.  “From each as he chooses, to each as he is chosen.”

· Oppositions to Nozick’s entitlement theory:

· No argument for the key assumption that liberty (property rights) is a paramount value.

· Overlooks the point that not all restrictions on property are state imposed.

· Nozick’s “just acquisitions and transfers” have often been violated.  Trace back the history of today’s property and much of it was taken by force – fraud, theft, war, etc.
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