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Abstract

This paper explores the positions on the redistribution of material goods by government held by three liberal philosophers who share a similar view of the limits of reason on moral theory: David Hume, Friedrich Hayek, and Russell Hardin.  Hume sees no scope for institutional redistribution.  Hayek allows that there is no principled objection to redistribution, but argues that economic analysis and certain philosophical principles strictly limit how redistribution is to be achieved.  Hardin seems to favor a more egalitarian distribution, but I argue he fails to provide arguments that overcome Hayek’s objections to progressive taxation.  Drawing on work by Robert Sugden, this paper also reinforces Hume’s insight that a government is not necessarily required to enforce his three “laws of nature” regarding possessions.

Hume, Hayek, and Hardin: Three liberal views of redistribution
Part One - Introduction

I would like to consider the views of David Hume, Friedrich Hayek, and Russell Hardin concerning the direct redistribution of material resources by government.  The views of these three liberals represent an interesting historical sequence.  Although by a scale of years, the gap between the first and second is much larger than that between the second and the third, other scales would reverse these measures.  Hume and Hayek are both, at least by Hayek’s reckoning, classical liberals, and the importance of Hume’s thought to Hayek is clear and openly acknowledged.  Hardin’s liberalism is more “contemporary” than “classical”, certainly sharing more with egalitarian liberals like Rawls or Nagel, than with Hume or Hayek.  Yet Hayek’s concern with the importance of limits to knowledge
 is straightforwardly mirrored in Hardin’s concern with the “limits of reason”
, and, in addition, Hardin finds discussions of some of Hayek’s positions as useful in explaining and advancing his own argument.  Further, Hume plays an even larger role in Hardin’s argument, with his moral theory providing numerous illustrations of Hardin’s two-by-three classification of the structure of moral problems.

I will begin with a summary statement of the position of each author.  Hume does not see any role for redistribution as a matter of justice.  Hayek sees no principled objection to redistribution to relieve the extremes of poverty, but does object to financing such redistribution via progressive taxation.  Hardin seems to favor a greater degree of redistribution, but, unlike Hayek, provides no guideline to help define his position.  At the same time, Hardin recognizes various difficulties in his theory that make the mechanics of redistribution difficult to work out.

My primary purpose is to bring out certain details in the theories of these three liberals, highlighting some interconnections.  To the extent that I offer any conclusions, it is simply that Hardin does not, in the end, offer arguments in favor of redistribution that are able to overcome Hayek’s objections.

Part Two - Hume
Hume considers the redistribution of wealth in only one brief section of the Enquiries
.  In Section Three, Part Two, Hume asks us to imagine a creature having the capability to reason, but lacking any knowledge of human nature.  Were this creature to deliberate on what the rules of property ought to be, Hume states the “most obvious” idea would be to “assign the largest possession to the most extensive virtue”
.  This, Hume notes, would give to each person a power to do good that was proportional to his inclination to do good.  Perhaps not surprisingly for Hume, this creature’s reason, however accurate, leads to a result that human nature will not support.  The difficulty with such an idea is that correctly measuring virtue or merit is a highly uncertain task, and “no determinate rule of conduct would ever result”
 from applying such a rule.

It could be argued that Hume is the captive of a proto-utilitarian outlook: the idea should not be to distribute property so that the most good can be done, but rather that a particular distribution is demanded by our idea of the good, or, since contemporary philosophers with such concerns are frequently deontologists, the right.  The focus is not on the power of the recipients to do good, but on doing what is good or correct for the recipients.  Thus, for example, Thomas Nagel does not attempt to establish that property should be allocated according to any criteria of virtue, perhaps agreeing with Hume that measurement here is much too uncertain, but rather that the least advantaged have some good reason to expect an equal distribution
.  Difficult questions of how much good might be done with one allocation versus another can be side-stepped.

However, the real simplification in this case is brought about not by a shift from a utilitarian to a non-consequentialist outlook, not by moving from an emphasis on doing the most good to one of what each person is due or has good reason to expect, but rather by the fact that some contemporary liberals call for equal distributions, in some sense
.  Hume’s real concern is with getting “determinate” results from the property rules regardless of what sort of moral dimension is used in the allocation, recognizing that without a definite apportioning rule “the total dissolution of society would be the result”
.  An equal distribution is certainly a fully determinate result.  However, it is precisely to an equal distribution of property that Hume directs his critique:

Render possessions ever so equal, men’s different degrees of art, care, and industry will immediately break that equality.  Or if you check these virtues, you reduce society to the most extreme indigence... The most rigorous inquisition too is requisite to watch every inequality on its first appearance; and the most severe jurisdiction, to punish and redress it.  But besides, that so much authority must soon degenerate into tyranny, and be exerted with great partialities; who can possibly be possessed of it, in such a situation as is here supposed?

If we take the exercise of “art, care, and industry” to be principal examples of the exercise of liberty, this remarkable passage gives a special case (equality) of Nozick’s argument that liberty upsets patterned distributions
 some two centuries in advance.

Nozick’s concern is with the disruption of rights over property that would occur under any attempt to maintain a particular pattern of distribution over time.  Nagel has pointed out
 that Nozick must assume that rights to property are absolute in order for his argument to have any force.  If rights to property have a conditional form, then the redistribution of property to conform to a desired pattern can be accomplished without violation of those rights.  Thus, if all property rights are conditioned, e.g., on the operation of Rawls’s Difference Principle, no property rights are actually violated when redistribution in accord with the pattern takes place.  Nozick does not provide any argument why property rights must be absolute in form, except to the extent that he relies
 upon the natural rights theory of Locke, and perhaps natural rights might best be thought of as absolute.  The problem here is that Nozick gives no argument in support of Locke’s theory, and himself seems to argue that property rights are not always absolute; this is the effect of his “Lockean Proviso”. 

The situation is different for Hume.  Property rights are not fundamental, but rest upon the rules of justice
, and Hume is clear in both the Treatise and the Enquiries that justice is artificial or conventional, not natural.  The possibility is open to Hume to view property rights as conditional in the way that Nagel imagines, yet Hume does not seem at all occupied by this possibility.  Hardin suggests two reasons for this.  First, as noted above, the institutional machinery of Hume’s day was simply not up to the task of redistribution, lacking, for example, any capability to collect taxes on income.
  Since ought implies can, no right to redistribution could exist.  Secondly, Hardin regards Hume as “anti-egalitarian for principled or social theoretic reasons”
, since Hume (as can be seen from the quote above) held that the maintenance of equality would require the elimination of virtues that keep us all from “extreme indigence”.  With regard to the second reason, it is interesting to note that Hume nevertheless held that in departing from equality “we rob the poor of more satisfaction that we add to the rich”
, a view with which Hardin is sympathetic while Hayek is not, as I shall explore further below.  However, where a contemporary utilitarian might focus on the maximization of the sum of satisfactions of the rich and poor, Hume argues not from maximization but from unanimity: everyone is made better off by the rules of justice.  For Hume it is at most unfortunate that these rules by their very operation prevent the redistribution that could, temporarily, increase the satisfactions of the poor.

This circumstance is perhaps all the more puzzling when we consider that Hume claimed that a rich man is morally obligated to help the poor
.  To the contemporary proponent of redistribution the state seems a self-evident vehicle for discharging the obligation that Hume acknowledges.  Although I believe that Hardin’s reasons, particularly the first, go a long way to resolve the difficulty, I would like to suggest another reason why Hume did not consider institutional redistribution, a reason related to the conventional nature of justice itself.  Hume gives three “laws of nature”: the stability of possession, the transfer of possessions by consent, and the performance of promises
.  As an examination of some work by Robert Sugden will show, these laws have a simpler structure than rules which specify (re)distribution according to some pattern.  This structure, in turn, makes it unlikely that Hume would consider redistribution as a part of justice.

Sugden
 has examined Hume’s idea of justice as convention using concepts from game theory, including insights from evolutionary biologists, especially Maynard Smith.  Sugden presents an analysis of several games in support of the idea that rules of property could evolve from the interactions of self-interested individuals.  Perhaps the easiest to describe is the so-called Hawk-Dove game.  Here the control of some resource is under dispute, and the disputants have the option of one of two strategies.  The Dove strategy specifies claiming half of the resource, but not to fight if the other player is aggressive.  In that case the Dove strategy gives up any claim to the resource.  The Hawk strategy claims all of the resource, and is committed to fighting to retain it.  The Hawk strategy might seem to be the clear winner, but for the additional fact that both players are assumed to be roughly equal in their ability to fight.  Thus the meeting of Hawk and Hawk is a clear loss for both.  As a representative matrix showing the results of playing the game, consider


Column
Player




Dove
Hawk

Row
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1,1
0,2
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2,0
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where the first number in a cell is a proxy for the result for one disputant (called Row Player) and the second number the result for the other (Column Player).  Each player would prefer the situation in which he plays Hawk while the other plays Dove (getting 2 is better than getting 0), but when both players choose Hawk, a fight ensues which is seriously damaging to both players (since each receives a negative result).  For simplicity the Hawk/Hawk outcomes are the same for both players, but they need not be identical.  What is key is that either player can (or has the possibility to) inflict serious damage on the other.

It is worth noting that this idea of rough equality, at least in the ability to do harm, plays a key role in Hobbes’s argument for Leviathan to replace the state of nature, and has a definite place in Hume’s theory of justice as well.  Hobbes argues that it is the equality of men in both bodily strength and the “faculties of the mind” that leads to the war of all against all, a certain disaster that all men have reason to prevent.
  This war is analogous to the simple case of two persons who both choose the Hawk strategy.  Similarly, Hume conducts a thought experiment by suggesting a species of creatures that are rational, but inferior to human beings in the strength of body and mind. Hume declares that

the necessary consequence... is that we would be bound by the laws of humanity to give gentle usage to these creatures, but should not, properly speaking, lie under any restraint of justice with regard to them, nor could they possess any right of property... 

While this conclusion might seem troubling to some contemporary philosophers (especially animal rights theorists), it is straightforward for Hume.  Hume argues that benevolence can not account for the convention of justice, since the assumption of universal benevolence renders justice unnecessary.
  Although Hume leaves considerable room for motivations other than self-interest
, it is self-interest, or the “love of gain”, that motivates the conventions of justice, since only self-interest is powerful enough to restrain the workings of self-interest
.  Given this justification, creatures that have no power to adversely affect our interests can play no role regarding justice.

Returning to Sugden’s analysis, players in the Hawk-Dove game might seem to have no better option than to try to correctly guess which strategy the other player will choose, perhaps based upon information about the relative dispositions of all the players.  Sugden stresses another possibly, one that comes into consideration when we imagine that the Hawk-Dove game may be repeated many times among various pairs of players.  As long as the game remains symmetric between the players, that is, as long as each player views himself as playing one of the two available strategies against a similarly situated opponent, trying to guess the strategy of the other is the best that each player can do.  However, should any asymmetry occur, for whatever reason, another strategy becomes useful.  In the matrix above, a labeling asymmetry was introduced such that one player is called Row and the other Column.  Now it is possible to state the conditional strategy “If I am Row player, choose Hawk; if Column player, choose Dove”.  Sugden demonstrates that players who know that other players have adopted this strategy do best by following the same strategy themselves.

There is a second strategy with the same property, namely “If I am Row player, choose Dove; if Column player, choose Hawk”.  There is no way to determine by analysis of the game matrix which of these two strategies will be adopted; either, by itself, is “best”, given that most players adopt it.  Though it is logically possible that either strategy becomes prevalent, contingent factors may greatly favor one strategy over the other.  Suppose that “Row Player” is interpreted to mean “current resident of a territory”, while “Column Player” is interpreted to mean “intruder”.  Richard Dawkins points out that residents tend to have an advantage over intruders in that they know the territory better and in that rested residents may fight better than possibly tired intruders.  More subtlety, the strategy “If I am an intruder play Hawk; if I am a resident, play Dove” has a tendency to self-destruction.  With this strategy, Dawkins explains that

individuals would always be trying to be the intruder in any encounter.  They could only achieve this by ceaseless, and otherwise pointless, moving around!  Quite apart from the costs in time and energy that would be incurred, this evolutionary trend would, of itself, tend to lead to the category ‘resident’ ceasing to exist.

The alternative strategy preserves the existence of both categories, and thus is not self-defeating in its operation.  These factors favor the adoption of “If resident play Hawk; if intruder play Dove”, and this strategy is in fact widely seen throughout the animal, including of course the human, world.

A study of games like Dove-Hawk and others analyzed by Sugden indicates how rules of property could evolve from self-interested actions, and thus provides a detailed model of Hume’s idea that self-interest can act so as to restrain itself.  Sugden argues that using such games to model a Hobbesian state of nature suggests that Hobbes’s conclusions were too pessimistic
.  No Leviathan is needed to avoid the war of all against all if conventions that determine property can arise spontaneously from self-interested action.  Indeed, as Michael Taylor argues, perhaps no government, let alone Leviathan, is needed.
  Hume accepts this possibility for “small uncultivated” societies, but not for all “ages and situations”
.  In “large and polish’d societies”
, men find that the rules of justice can not be observed except through the establishment of government.  Nevertheless, it is clear that Hume believes that the rules of justice can be observed prior to the formation of a government.

This is not the case with regard to rules that specify redistribution according to some pattern such as equality.  Here the rule must be applied at a collective level.  While the observance of Hume’s rules of justice may be strengthened via the institution of government, the rules can be useful and may be followed without it, since they are in the interest of small groups, indeed, even of pairs, of individuals.  Distribution of property according to some pattern can be done only when the position of each person relative to all others can be known, and thereby requires a central agency to apply the pattern.  Thus, although Hume is not taken to be a defender of “natural rights”, there is a perfectly reasonable sense of the term which applies to Hume.  Rather than as pre-existing claims, perhaps justified as being given by God or simply as a part of human nature, natural rights could be thought of as those rules of justice that arise in self-interested interactions and that do not require a central authority or government, e.g., that can occur in a “state of nature”.

Since Hume’s rules have this character, and since they improve the position of everyone relative to a baseline of no rules, it is reasonable for Hume to put forward his three laws without more.  Nevertheless, Hume himself makes an argument that would seem to open the possibility of government going beyond his three “laws of nature”.

government extends... its beneficial influence; and not contented to protect men in those conventions they make for their mutual interest, it often obliges them to make such conventions, and forces them to seek their own advantage, by a concurrence in some common end or purpose.

Once the structure of government is in place, it is available for action toward common ends other than the original rules of justice.  Hume has in mind such “public” goods as bridges, harbors, and canals, but assuming that the three laws are respected, the possibility of using government to achieve redistribution seems open.  What stands in the way of such redistribution is the difference between rules than can be unanimously supported because they benefit everyone (however differentially) and rules which, while they would not benefit the rich, would on balance improve conditions by helping the poor.  Hume has granted such a possibility when he states that departing from an equal distribution harms the poor more than it helps the rich.  This seems to imply that interpersonal comparisons can be meaningfully made for Hume.   The question becomes whether government can redistribute private property without weakening the rules of justice in a way that harms everyone.

On balance, it seems that Hume was convinced that it could not do so, perhaps, as Hardin has suggested, in large measure because he saw no mechanism by which it could be accomplished.  I will now turn to an examination of Hayek’s views on redistribution.  It is interesting that although Hayek does not share Hume’s view of interpersonal comparisons, neither does he accept that beneficial redistribution is impossible or undesirable.

Part Three - Hayek
Hayek accepts the idea of redistribution as a form of social insurance:

In the Western world some provision for those threatened by the extremes of indigence or starvation due to circumstances beyond their control has long been accepted as a duty of the community.

However, the growth of cities and the increased mobility of persons undermined the local arrangements for this provision of aid, leading to “public assistance or relief” being provided at a national level.  Hayek accepts as “inevitable” that such relief could not be limited only to those persons who have been strictly unable to provide for themselves, and that the amount of such relief in a relatively wealthy society should be more than what is needed simply to keep people alive.  I will refer to these resources as the social minimum.

Hayek offers two justifications for the social minimum.  Once it is granted that a social minimum will be provided, some persons who have sufficient resources to insure themselves against disaster will nevertheless fail to do so, i.e. they will free-ride on the system.  Hayek argues that all persons should be required to contribute to the institution that provides the social minimum in order that they not “become a charge to the public”.
  Secondly, a social minimum protects individuals who do not need it from the effects of extreme poverty among those who do.

Thus, Hayek notes that although there is coercion necessary to the provision of the social minimum, it is a restriction that serves to prevent an even greater restriction.  As such, Hayek does not see the idea of a social minimum as being in conflict with principles of a free society, in particular the general rule of law.
  Hayek’s principled objection is not to the social minimum, so long as it is supported by proportional taxation.  Redistribution via a progressive tax is another matter.

Hayek’s attack on progressive taxation proceeds on three different conceptual grounds.
  Much of his discussion is devoted to the “mechanics” of progressive taxation, illustrated mostly with data from Great Britain.  Here Hayek shows that the revenue actually raised by the progressive portion of the income tax is relatively small, and that there is good reason to believe that  this revenue has gone, not to the poor, but to the working and middle classes which represent the majority of voters.  I think that this detailed factual analysis is primarily meant to re-enforce two other elements which I will label simply “economic” and “philosophic”, although, as Hayek’s treatment shows, these are not entirely separate issues.

Regarding the economic effect of progressive taxation, Hayek mentions a wide range of factors including the consequences on incentives, the division of labor, the proper direction of resources, risk taking and innovation, and capital formation.  With regard to work incentives, the more a person’s services are valued, the less he will receive for his work under progressive taxation.  However, this is not simply a matter of efficiency.  Hayek notes that progressive taxation violates “what is probably the only universally recognized principle of economic justice, that of ‘equal pay for equal work’”
, since one person will receive less net income than another for the same work, if the first person has already received some other income.  The division of labor is affected when it is cheaper for high income individuals to perform some task for themselves rather than earn the additional money needed to hire someone else to perform the same service. This problem is related to the larger issue of the proper direction of resources.  When progressive taxation changes the net remuneration among various activities, persons will often redirect themselves to activities that are the best choice for them, even though these activities are less useful overall.  The problem is not simply the effect of progressive taxation on incentives to work harder, but on which tasks to perform.

Hayek claims that an important reason why progressive taxation has become acceptable is that the great majority of the public are themselves only familiar with salary or wage income as a legitimate social reward.  The person who earns a fixed salary, or even hourly wages within a broad range, pays the same amount of tax per accounting period.  This is not true of activities of persons that involve innovation and the taking of risk over time.  Thus business ventures that would be justified, despite the risk of failure, if they could capture the major portion of their potential earnings, are no longer viable under progressive taxation if their earnings might be concentrated in a single accounting period.

In a similar way, a salary or wage-earning public is not aware of the difficulties that progressive taxation causes for a successful innovator with respect to capital formation for the expansion of the business.  Hayek writes:

The large gains of the successful innovator meant in the past that, having shown the capacity for profitably employing capital in new ventures, he would soon be able to back his judgment with larger means.

Progressive taxation greatly limits this ability, limiting the growth of new businesses.
  Hayek notes that this, in turn, reduces competition to the benefit of existing business interests.  While existing firms are restricted in accumulating new capital, more important to them is that the progressive tax cripples the emergence of new firms which would compete with them.   The fact that progressive taxation favors established wealth over potential newcomers is a result that would seemingly be undesirable even to its proponents.  This leads to Hayek’s final point on the theme of efficiency, tying it to concerns of both justice and stability:

[T]he less possible it becomes for a man to acquire a new fortune, the more must the existing fortunes appear as privileges for which there is no justification.  Policy is then certain to aim at taking these fortunes out of private hands...  A system of private property...presupposes that such property...can be acquired by any successful man.  If this is made impossible, even the men who otherwise would have been the most eminent capitalists of the new generation are bound to become the enemies of the established rich.

Advocates of strongly egalitarian redistribution are, of course, committed to a policy of taking all private fortunes, and so remain unmoved.  The challenge for them, however, is to describe in detail a set of workable institutions which will achieve their results in a stable form.
  Some egalitarian liberals, too, apparently see little value to social mobility.  Thus, Nagel stresses that the possibility of social mobility does nothing for those who will remain poor.
  However, as we have seen, Hayek advocates a system which includes a social minimum to limit the worst effects of poverty, while retaining social mobility, or, at least, a system that refrains from harming such mobility via a progressive income tax.

Turning to the issues that I have labeled philosophic, Hayek provides two kinds of argument, one based upon “deontic” constraints and the other on notions of value.  Since Hardin in particular considers Hayek to be a utilitarian, it may seem strange to find deontic limits playing an important part in Hayek’s views.  As we shall see, however, Hardin’s definition of utilitarianism is broad.  I will begin with the deontic element and then move to a discussion of the value issue.

Hayek expands on Hume’s idea that property “must be fix’d by general rules” by making generality the keystone of his concept of freedom under the law, a concept which

rests on the contention that when we obey law, in the sense of general abstract rules laid down irrespective of their application to us, we are not subject to another man’s will and are therefore free.

Rules that are general in character, that do not pick out particular individuals who are to be helped or harmed by the action of the state, are for Hayek the essence of the rule of law.  Hayek is well aware that laws framed in a perfectly general way, when cleverly written, can be used to pick out individual cases.  This is a difficult problem for which Hayek does not see any algorithmic solution.  But whatever laws legislatures may in fact enact, the legislator ought to realize “his necessary ignorance of the special circumstances under which”
 his laws will be applied.  This ignorance argues for laws that are general, so that individuals may apply the special knowledge that each one brings to each particular situation.
  Laws that aim at particular ends prevent all the available knowledge from being brought to bear.

Although laws should be framed to work for an unknown number of future cases, their general character does not mean that laws can not refer to particular groups, such as the blind or those of a certain age.  Hayek needs a criterion to prevent such general rules from being discriminatory, from subjecting “one group to the will of others”
.  Thus Hayek adopts the principle that any laws that create or are applied to a particular group must be acceptable to those within the group as well as those outside.  Should only those outside the group be satisfied, we have unfair discrimination; should only those inside the group be satisfied, we have a case of privilege.

Given this setting, the objection to progressive taxation is clear.  While a progressive tax does not pick out particular individuals to tax, nevertheless, it tilts away from generality in a way that a proportional tax does not.  A proportional tax is on the extreme end of generality; it applies in the same way to everyone.  The progressive tax creates classes of individuals based upon their income levels.  Further, it seems doubtful that a majority of those inside the higher taxed groups would find the rule acceptable.

Egalitarians would hardly be concerned over this kind of discrimination, but for Hayek it represents a greater degree of coercion by the state than the simpler proportional tax.  Here it is important to remember Hayek’s economic arguments.  It seems that Hayek prefers less to more coercion by the state in the abstract.  Egalitarians, who prefer more equality to less in the abstract, would challenge Hayek for a justification with his concern for coercion.  However, a justification for this view may be found when we look to the effects of progressive taxation.  Hayek is in general arguing that general laws, in opposition to specific commands tailored to particular cases, make everyone better off - since they allow for the utilization of individual-specific knowledge.  Hayek’s particular economic arguments show the way in which the less general rule of progressive taxation leads to inefficiency and the consequent destruction of wealth.  If no social minimum were provided, Hayek could not be sure that indeed everyone was made better-off, rather than simply having the gains to some offset the losses to others.  Indeed, it seems that an interpretation of Rawls’s Difference Principle is available to Hayek.  The least advantaged are protected by a social minimum, while inequalities that exist due to the lack of progressive taxation serve to increase economic efficiency, which, in turn, increases the size of the social minimum.

One avenue open to the egalitarian liberal here is to argue that beyond a certain range, the additional  wealth created by economic efficiency is of little or no real value to those who hold it.  There are two different ways to make this claim.  One is to argue that when we compare utility between the well-off and the least advantaged, we see that a fixed amount of a resource is valued much less by the former than the latter.  Another way is to argue that, for any given person, resources have a declining marginal value.  On the first, the well-off are not much, if at all, harmed by the loss of wealth relative to the benefit that can be bestowed on the least advantaged.  On the second, each individual standing alone sees little benefit from additional increments of resources beyond a certain point.  Thus, if we have any reason to favor equality, we may bring about redistribution without seriously harming persons after that point is reached.

The first approach requires the interpersonal comparison of utility, which Hayek, along with most economists, rejects.  Although he accepts that individuals believe they can make comparative judgments of this sort, Hayek labels this as an opinion that lacks any objective basis for resolution when it turns out that people disagree in their comparisons.
  This view gains support when we consider that it is arbitrary whether we take the least advantaged to be those having resources in the lowest decile, quintile, quartile, or some other division point.  We may talk, conceptually, about the least advantaged without needing to settle this issue, but laws and policies can not be formulated without doing so.  Disagreements over interpersonal comparisons could be large even among the best intentioned, when the class labeled “least advantaged” is large.  I will have more to say on this topic in the following section.

The second approach seems plausible, especially against Hayek, since the declining marginal value of additional units of a resource is a basic tenet of economics.  However, while value may decline marginally for any given resource, Hayek rejects the idea that it declines for income.  I may not see much value in the gain from 1000 to 1001 apples, my important uses for apples having long since been satisfied.  However, increases in total income are not so limited as apples in the uses to which I can put them.  Although at any given point in time my planning horizon might be completely reached at a certain level of income, I am free to make new plans of any degree of complexity once I see that the requisite level of income to complete these plans might be available.  Further, Hayek points out that if the utility of total income in terms of effort is taken to be decreasing, it would mean that as a person’s income increases the amount of additional income needed to induce the same amount of effort as before would increase.  This seems to be an argument for a regressive, not a progressive, tax.

In summary, Hayek, unlike Hume, regards some amount of redistribution as feasible, and not, when appropriately restricted, destructive of economic incentives.  Of course, the higher the social minimum, the greater the chance for such an effect.  Hayek does not see any determinate way to limit the size of the social minimum in advance of actual policy judgments.  However, his arguments against progressive taxation set limit on the way the social minimum may be financed.

Part Four - Hardin

As I have suggested, Hardin’s position on redistribution is more difficult to come to grips with than either Hume’s or Hayek’s.  Hume simply did not see it as a feasible concern.  Hayek, although thinking that a large minimum would be unwise, on strictly principled grounds can only oppose levels of redistribution that would require progressive taxation.  Hardin gives evidence of being more seriously concerned with redistribution than Hayek, and speculates that “it may be possible to achieve radical reductions in the extent of inequalities without substantially affecting productive efficiency”
.  This claim is clearly at odds with Hayek’s arguments concerning the efficiency problems caused by progressive taxation, yet it is unclear that Hardin would be content to limit his “radical” reductions of inequalities to those that could be achieved via financing from a proportional income tax.

In his discussion of Rawls’s theory Hardin writes

Yet we and Rawls are largely concerned with egalitarian distributive justice because of our place in history in the powerful sense that our concern may be a result of our success in creating institutions adequate to handle justice as order.  It is only because we have these institutions that we can even suppose it is possible to achieve egalitarian distributions.

It is unclear to what “we” Hardin is referring; certainly not any liberal in Hayek’s sense.  Hardin indicates in several places that considerable conceptual and practical difficulties lie in the way of redistribution.  Indeed, following the passage just quoted, Hardin makes it clear that any possibility of redistribution is “parasitic” upon “justice as order”, Hardin’s term for what Hume would regard as institutions following his three “laws of nature”.  It is Hardin who points out that government in Hume’s time could only have succeeded in equalizing wealth by destroying it, and that any theory of justice that prescribes an egalitarian distribution is making claims that must be “inherently contingent”
.  Nevertheless, Hardin wants to make it clear that his utilitarianism could, under certain assumptions about value theory and assuming a world of contemporary institutions, justify serious levels of redistribution, possibly Rawls’s difference principle itself.
  Perhaps this passage is a bit of rhetoric meant as an olive branch to egalitarian liberals (clearly, Rawls at a minimum) who have been highly critical of utilitarianism.  Although there is no space here to present anything like a full critique of Hardin’s utilitarianism, a few remarks are needed in order to more fully explore Hardin’s position on redistribution. 

Hardin provides a sophisticated account
 of utilitarianism which places emphasis on the limitations of human reason to correctly calculate the outcomes of our plans.  In this respect Hardin’s theory is compatible with Hayek’s views on the limits of calculative, or, as Hayek deems it, “constructivist” rationality.
  Hardin broadly divides his treatment into issues of consequences and issues of value, noting that critics of utilitarianism have often assumed “an implausible value theory” and have then focused upon problems “arising from the concern with consequences per se”
.  Hardin defines utilitarianism as “the moral theory that judges the goodness of outcomes...by the degree to which they secure the greatest benefit to all concerned”
.  He says nothing in this definition about adding interpersonal utilities, although he does believe that they can be compared to some degree.  His treatment of a standard objection to utilitarianism, both in its casual assumptions and in its value theory, is instructive.

Hardin relates a “thought experiment” by William James, a “bargain” is struck in which millions of persons are permanently happy only because one “lost soul” leads a life of lonely torture.
  James presents this as a paradigm case of the maximization of utility being at odds with our ideas of justice.  Hardin claims that for a utilitarian theory in which the happiness of the millions is not additive, the situation does not lead to a utilitarian nightmare.  Without additive utility, the most that can be done with James’s example is to compare the happiest person among the millions with the single tortured soul.  If our theory of value indicates that this one-on-one comparison yields a net loss, as seems plausible, then the bargain is impermissible and the theory matches our intuitions about justice.

Turning from value to the issues of causality, Hardin in effect challenges the reader to explain how James’s bargain would actually work.  Do we know of any way to increase the happiness of millions by torturing one person?  Perhaps to counteract that such counterfactual descriptions are commonplace in contemporary philosophy, Hardin notes Wittgenstein’s view that if “you imagine certain facts otherwise...than they are, then you can no longer imagine the applications of certain concepts”
.  Hardin insists upon a certain realism in our examples:

That such cases as James’s have any respectability in the conclusions of moral theorists is an oddity, an aberration...  No moral theory can withstand the intuitionist implications of such tests absolutely, because a test case can be made strategically dependent on one’s moral theory...”If you do what follows from your principle, I, satan, will blow up the world.  Now can you really defend your principle?”

Developing a feasible moral theory based upon our actual history is difficult; Hardin wants to avoid making it impossible by assuming that any such theory must pass arbitrary counterfactual tests.

While Hardin makes both the value- and causality-related objections with force, in the end he wishes to overcome to some degree the force of his own value argument.  The reason stems directly from his concern with redistribution.

Hardin distinguishes three dimensions for welfare: comparable or non-comparable, ordinal or cardinal, and holistic or marginal.
  While it is often simplest to view these extremes as binary choices, a range of possibilities limited only by our imagination stands between each pair.  The first two dimensions are typically used in various arguments that utilitarianism violates rights or distributive justice.  When value is interpersonally comparable and cardinal, we might add up the discomfort of some (very large) number of upset stomachs and see that it is worse than the death of a single person.  The third dimension focuses on whole patterns of distribution versus marginal improvements within a society.  Thus, although the utilitarian does not eschew marginal improvements in the welfare of individuals, Hardin believes that a utilitarian must also be concerned with the overall distribution of welfare:

Distributive justice will not be achieved if we ignore my wealth and your extreme poverty as we now decide how to divide the increment of income to us from a sudden small windfall.

Although Hardin claims that the three dimensions are independent, this example does not provide a clear illustration.  If value is interpersonally comparable, it would seem that we would not ignore a difference in the wealth between two individuals in such a case, and if the difference is extreme our risk of error would be small if we awarded the entire (small) windfall to the poorer person.  Should value be measurable on a cardinal scale as well, precise judgments regarding the distributions of various sized windfalls between persons of differing degrees of wealth could be made.  Hardin claims that with a value theory which is holistic, even though noncomparable and ordinal, we may be able to “say something about the superiority of different whole arrangements or our society over others”
.  Nevertheless, it remains unclear how we could take any action to transform an existing society into one with a better “arrangement” without some movement on the other two dimensions.  The taking has to occur somewhere, and on these assumptions we lack the information of where and how much to take.

Hardin notes that utilitarian theory can be built upon a value theory that is noncomparable and ordinal, but that it has “very little scope”.  But as Hardin must clearly know, we can say more.  Given Hardin’s own analysis, this “narrow” utilitarianism appears to be a theory remarkably like Hume’s.

Hardin explains that any trade between two parties has the structure of a Prisoner’s Dilemma.  He illustrates with the following matrix:


Column
Player




Yield X
Keep X

Row

Player
Yield Y
2,2
4,1


Keep Y
1,4
3,3

Here the numbers are simply an ordinal ranking where “1” represents a player’s most preferred choice and “4” the least.  Hardin suggests that we think of X as an old car and Y as $1000.  Each player most prefers having both the old car and the $1000, but with the preferences given, each would rather trade the one he has for the one he doesn’t.  Rules that facilitate this kind of trade lead to a net improvement for both players, and we can say this even though we can not measure the change on a cardinal scale or directly compare the values of X and Y.  We have already seen such rules in Hume’s three “laws of nature”.  Initially, possessions are stable: Row Player has Y and Column Player has X.  Next comes transfer by consent: they reach an agreement such that each one transfers what they have to the other.  Should the transfer be staged over time, such that one player might complete his transfer before the other, the third law, the keeping of promises, comes into effect.

As we saw in the discussion in Part Two, there are self-interested reasons for persons to agree to such rules governing two-person interactions.  Rules for redistribution must look beyond two-party interactions to the level of the group as a whole.  Carrying out such redistribution would be possible if we could make meaningful interpersonal comparisons of value.  Hardin challenges us to consider if we can not in fact do just that by means of another Prisoner’s Dilemma matrix:


Column
Player




Cooperate
Defect

Row

Player
Cooperate
$.01,$100
-$.02,$100,000


Defect
$.02, $0
$0, $99

Here Hardin claims that Row Player has a choice between a “wonderfully benign but cheap” action and a “savagely unbenign” action: if Row Player chooses to cooperate, Column Player may gain $100,000 at a cost of only two cents to Row Player.  Hardin asks if it isn’t reasonable for Row Player to suppose that Column Player is “a decent person of ordinary means”.
  Hardin is careful to note that in presenting such an example he might be thought to be close to providing the sort of thought experiment he has criticized in others.  However, he justifies the example by claiming that, unlike “James’s bargain”, there is nothing in it to “confound any of one’s beliefs”.  Moreover, Hardin relates watching an old television game show in which a situation with similar logic was played out.

Hardin is to be commended for consistency, but I am not convinced that his defense of his example is entirely successful.  What, precisely, is the causal mechanism that would result in Column Player’s large reward at such a small expense to Row Player?  Without more information about this it is difficult to know whether one’s beliefs have been confounded or not.  Nor is Hardin’s real life example without controversy: the actual world does not present us with a substantial number of “game show” benefits at very little cost.  Actual game shows typically get their largess from advertising dollars, freely given in the expectation of gain for both parties.  Classical liberals might reasonably believe that it is a “game show” mentality, an idea that goods exist simply to be given away, that mistakenly fuels “our” emphasis on redistribution that Hardin has mentioned.  It would probably be best for Hardin to simply claim that the contention that values simply can not be compared between persons is an extreme view, as extreme as the view that interpersonal comparisons present no problems.  Although issues of how transfers could be carried out may contain troubling problems for utilitarians, it seems plausible that there are many people who would benefit from such transfers more than others would be harmed.

However, we must remember that this realization does not really meet Hayek’s objection.  The question for Hayek is not whether each of us believes that interpersonal comparisons of value can or can not be made and, if so, to what degree, but whether our various views on such comparisons provide any determinate basis for public policy decisions.  For Hayek, these various views may, at best, provide the basis for a political consensus, and, for this reason, Hayek does not attempt to set a principled limit on the degree of redistribution that ought to be established in a given society.  Within the rule of law as conceived by Hayek, redistribution is an open political possibility to a degree that can not be specified in advance.  However, this possibility is constrained by Hayek’s arguments against progressive taxation, both philosophical and economic.

Nevertheless, Hardin might be thought to support progressive taxation based upon the remarks he makes about value theory in his discussions of Rawls’s difference principle.
  Here Rawls’s value theory is described both as “crudely comparative” and, in this respect, the strongest theory “we are likely to agree upon”.  This is the closest Hardin comes to telling us what value theory he would actually use.
  There is no attempt to make comparisons between individuals; rather the comparisons of welfare are made between whole classes of persons.  At the same time, the additional value of resources beyond those needed to satisfy basic needs falls off quickly for everyone.  Under these conditions, large, non-proportional amounts of income could be transferred from the wealthy class to the least advantaged without any reduction in welfare, as might occur with a progressive income tax.

Hardin tells us nothing about how many such classes should be imposed upon a population
 or where the income boundaries between classes are to be drawn.
  This leaves Hardin’s theory of redistribution rather sketchy as compared to Hayek’s description of a social minimum (which Hardin must also specify for his least advantaged class) financed by a proportional tax.  Yet, even if, in the spirit of compromise, Hayek were to accept that determinate policies of redistribution could be advocated based upon a value comparison among classes of persons, this might still not be enough to justify high levels of redistribution.  Hayek has, when it comes to total income, claimed that there is no steep decline in its marginal value.  As I have suggested, such a decline might be true in a static analysis, but, over time, individuals may adjust their plans to use any level of income available.  Given Hayek’s view of the market process, a weaker claim is good enough: even if this dynamic ability to adjust were not widely distributed among persons, it seems to be an important characteristic of those individuals who conceive and implement new businesses.  Hayek’s program of a floor provided by a social minimum and a market left efficient for innovation is consistent with this claim. 

Part Five - Summary
I have examined the position on redistribution of three liberals who share a common outlook on the limits of rationality.  Only Hardin favors “significant” redistribution, even while he is aware of the difficult issues of valuation that must be solved.  Although Hardin contends that “radical” redistribution may be possible without affecting productive efficiency
, he provides no counter weight to Hayek’s efficiency arguments against progressive taxation.  In contrast, Hayek provides a framework that protects the poor in any static time-slice, as well as providing the greatest possible chance for increasing wealth for all, including the poor, in a dynamic setting.
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� The idea is central to Hayek’s thought.  See, for example, � ADDIN ENRfu ��(Hayek 1973, chap. one)�, especially p11-15, and � ADDIN ENRfu ��(Hayek 1945)�.


� � ADDIN ENRfu ��(Hardin 1988)�


� For a table showing the classification, see � ADDIN ENRfu ��(Hardin 1988, p35)�.


� Hardin suggests that Hume is relatively unconcerned with redistribution because the institutions of Hume’s time could not have carried out a redistribution that would not, in fact, have greatly destroyed wealth, rather than simply redistribute it. See � ADDIN ENRfu ��(Hardin 1988, p40)�  I will discuss this idea further below.


� � ADDIN ENRfu ��(Hume 1975, p193)�


� ibid.


� � ADDIN ENRfu ��(Nagel 1991)�; or, at any rate, a more equal distribution.  See the next note.


� Dworkin calls for an equal division of resources, including talents, such that prospects, not shares are equalized � ADDIN ENRfu ��(Dworkin 1981)�, while Nagel expresses a preference for “somewhat” less equality than Rawls’s Difference Principle would specify (� ADDIN ENRfu ��(Nagel 1991)�).  Given Nagel’s concern for greater equality, it is clear that he assumes the Difference Principle would have strongly egalitarian results in practice, even though this is not logically required by its specification.  I will further discuss the problem of “how much equality is equal” in my treatment of Hardin’s theory below.


� � ADDIN ENRfu ��(Hume 1975, p193)�


� [Hume, 1975 #231, p194]


� � ADDIN ENRfu ��(Nozick 1974, p160-4)�. Regarding Hume’s question, the answer might be thought to lie in the democratic exercise of such an authority.  This brings to mind Hayek’s contrast between liberalism and democracy:


Neither of the two systems necessarily excludes the opposite of the other: a democracy may wield totalitarian powers, and it is conceivable that an authoritarian government may act on liberal principles.  [Hayek, 1960 #180, p103]


� � ADDIN ENRfu ��(Nagel 1981)�


� � ADDIN ENRfu ��(Nozick 1974, p174-82)�


� � ADDIN ENRfu ��(Hume 1978, p491)�


� � ADDIN ENRfu ��(Hardin 1988, p40)�


� � ADDIN ENRfu ��(Hardin 1988, p41)�


� � ADDIN ENRfu ��(Hume 1975, p194)�


� � ADDIN ENRfu ��(Hume 1978, p482)�


� � ADDIN ENRfu ��(Hume 1978, p526)�


� � ADDIN ENRfu ��(Sugden 1986)�


� � ADDIN ENRfu ��(Hobbes 1962, chapter 13)�


� � ADDIN ENRfu ��(Hume 1975, p190)�


� The well known passages are in the Treatise, Book III, Part II, Section II, and the Enquiry Concerning the Principles of Morals, Section III, Part I.


� � ADDIN ENRfu ��(Hume 1978, p486-7)�


� � ADDIN ENRfu ��(Hume 1978, p492)�


� � ADDIN ENRfu ��(Dawkins 1976, p79)�


� � ADDIN ENRfu ��(Sugden 1986, p71)�


� � ADDIN ENRfu ��(Taylor 1976)�


� � ADDIN ENRfu ��(Hume 1978, p541-2)�


� � ADDIN ENRfu ��(Hume 1978, p543)�


� � ADDIN ENRfu ��(Hume 1978, p538)�


� � ADDIN ENRfu ��(Hayek 1960, p285)�


� Milton Friedman, who also supports the idea of a social minimum, justifies his position as a solution to an assurance problem (“I would give if I knew everyone else would) rather than a free-rider problem.  See � ADDIN ENRfu ��(Friedman 1962, p191)�.  The two problems are not mutually exclusive.


�Nevertheless, most of Hayek’s discussion is devoted to the ways in which actual implementations of the social minimum have, in his view, violated these principles.  See � ADDIN ENRfu ��(Hayek 1960, chap. 19)�


� My analysis of Hayek’s views on progressive taxation is based solely upon � ADDIN ENRfu ��(Hayek 1960, chap. 20)�.  This chapter also includes some interesting comments on the history of progressive taxation.


� � ADDIN ENRfu ��(Hayek 1960, p317)�


� � ADDIN ENRfu ��(Hayek 1960, p320)�


� It is true that the market for investment capital has greatly expanded since Hayek wrote.  However, it is a frequent complaint that access to this market is restricted by factors such as race or gender.  Absent progressive taxation, individual entrepreneurs are clearly more able to finance their own expansion, regardless of their access to capital markets.


� � ADDIN ENRfu ��(Hayek 1960, p321)�


� The 20th century is not notable for its positive examples on this point.


� � ADDIN ENRfu ��(Nagel 1991)�


� Nagel seems to require a much greater degree of equality than would be given by the provision of a social minimum.  However, Nagel’s use of the criterion of “what could not reasonably be rejected” (due to Scanlon) as a measure of political legitimacy, makes it difficult to attack the legitimacy of Hayekian institutions.  See generally � ADDIN ENRfu ��(Nagel 1991)�, especially p36-8.


� � ADDIN ENRfu ��(Hayek 1960, p153)�.  Hayek says of Hume’s treatment of general rules and justice, given in Book III, Part II, section 2-6 of the Treatise, that it “still contains perhaps the most satisfactory discussion”.  � ADDIN ENRfu ��(Hayek 1960, p454)�


� � ADDIN ENRfu ��(Hayek 1960, p158)�


� � ADDIN ENRfu ��(Hayek 1945)�


� � ADDIN ENRfu ��(Hayek 1960, p154)�


� Hayek finds unanimity within and outside the group to be too strong a condition, and it willing to endorse a simply majority of those on both sides of the divide.  See  � ADDIN ENRfu ��(Hayek 1960, p154)�


� � ADDIN ENRfu ��(Hayek 1960, p517)�


� � ADDIN ENRfu ��(Hardin 1988, p41)�


� � ADDIN ENRfu ��(Hardin 1988, p133)�


� � ADDIN ENRfu ��(Hardin 1988, p133)�


� � ADDIN ENRfu ��(Hardin 1988, section 27)�


� See generally � ADDIN ENRfu ��(Hardin 1988)�


� See � ADDIN ENRfu ��(Hayek 1973, chap. one)�


� � ADDIN ENRfu ��(Hardin 1988, p. xvi)�


� � ADDIN ENRfu ��(Hardin 1988, p. xv)�.  Hardin rejects the historical formulation “the greatest good for the greatest number” by noting that it is not possible in general to maximize two variables at the same time.


� � ADDIN ENRfu ��(Hardin 1988, p23)�


� Wittgenstein quote at � ADDIN ENRfu ��(Hardin 1988, p27)�


� � ADDIN ENRfu ��(Hardin 1988, p24)�


� � ADDIN ENRfu ��(Hardin 1988, p174-5)�


� � ADDIN ENRfu ��(Hardin 1988, p174)�


� � ADDIN ENRfu ��(Hardin 1988, p175)�


� � ADDIN ENRfu ��(Hardin 1988, p54)�


� See � ADDIN ENRfu ��(Hardin 1988)� section 27 and p177


� And even here it is expressed in the form of a hope.  Much of Hardin’s analysis suggests that even comparison to this degree is difficult.


� Remembering, of course, that Hayek presented some evidence that in Great Britain the progressive portion actually went to the “most numerous class of voters” rather than the “least advantaged”.


� Or even how a relevant population is to be determined – why should existing borders be privileged?


� Nor does he address Hayek’s point that differential taxation on income classes is a form of discrimination – perhaps, as a utilitarian, Hardin feels no need to do so.


� [Hardin, 1988 #103, p41]
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