
On Economic Justice 

THERE HAS BEEN a great deal of discus- 
sion about economic and social justice. 
Although the term “economic justice” is 
widely used in discussing the existing pat- 
tern of income distribution, people who 
use the term have only a vague idea as to its 
meaning. After a decade of study, F. A. 
Hayek, recent Nobel Laureate in econ- 
omics, concludes that economic justice is 
an intellectually disreputable phrase which 
has no meaning whatever in a free society.’ 
This essay seeks to demonstrate not only 
why the concept of economic justice is an 
“empty economic box” but also that 
redistributive activity cannot be justified 
on economic grounds and is, in fact, incon- 
sistent with freedom and generally perverse 
in terms of egalitarian standards. The 
ultimate justification for the market as op- 
posed to poiiticai determination of incomes 
is shown to be a moral one. The market is 
the only voluntary method of organizing 
economic activity. In addition to facing in- 
soluble information problems, central 
direction as a method of determining in- 
comes is inherently involuntary. Moreover, 
there is a failure to recognize that the 
values sought by proponents of economic 
justice are mutually contradictory and that 
a choice must be made between freedom 
and attempts to achieve economic justice. 

Economic Justice as a Norm 

THE ATTAINMENT of economic justice is 
often cited as the rationale for increasing 
governmental power to satisfy not only the 
poor but an ever increasing number of 
special interests including teachers, college 
students, farmers, auto and steel manufac- 
turers, and labor unions. Although many 
people are dissatisfied with the existing 
pattern of incomes in the U.S . ,  few of them 
have attempted to define a “just” pattern 
of incomes. Instead, we find intuitive feel- 
ings that incomes of certain individuals (at 

both the upper and lower ends of the in- 
come scale) are “unjust .” Economic justice 
implies that individuals should obtain par- 
ticular income shares. This presumably 
means not merely that incomes should be 
determined by group (teachers, farmers, 
etc.) but that “just incomes” should be 
mandated for individuals within a given 
group. 

The shortcomings of “economic justice” 
as an income distribution norm become 
clear when related to the operation of 
market and non-market economic systems. 
In a market system where individuals are 
free to choose in the sense that there are no 
arbitrary restrictions in choosing a job or 
opening a business, incomes and profits 
will vary widely between individuals due to 
variation in individual ability, effort, and 
iucki Moreover, income inequaiities are 
socially useful. They induce people to ac- 
quire useful skills, to undertake unpleasant 
tasks, to engage in risky ventures, and to 
postpone consumption necessary for 
capital f ~ r m a t i o n . ~  Differences in tastes 
relative to work and leisure, time 
preference, risk, and other factors mean 
that incomes will vary widely when in- 
dividuals are free to choose. Thus, no 
preconceived pattern of incomes satisfying 
any principle of distributive justice could 
be achieved in such a ~ y s t e m . ~  Although in- 
come, estate, and other taxes may narrow 
the range of income differences, nobody’s 
will in a non-totalitarian state can deter- 
mine the relative pattern of incomes or 
prevent their being partly dependent on 
luck or accident. The wheat producer in 
recent years, for example, has found his in- 
come greatly affected by circumstances 
(e .g . ,  Russian grain sales and embargoes) 
“beyond his control and kn~wledge.”~ 
Thus, the attainment of a particular pat- 
tern of incomes is inconsistent with a 
system where each individual is free to use 
his own knowledge for his own purposes. 
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Economic justice may be interpreted as 
applying to any rule change which makes 
incomes more equal. In this view, an in- 
crease in tax rates at higher income levels, 
for example, would be considered consis- 
tent with economic justice while a decrease 
in tax rates at upper income levels would 
not be. A bit of reflection, however, reveals 
that this concept of economic justice can- 
not be sustained. The idea that a par- 
ticular pattern of income can be achieved 
through the tax system ignores the problem 
of economic incentives. Above some level, 
an increase in the rate of taxation will ac- 
tually decrease the amount of taxes col- 
lected.‘j As tax rates are raised, economic 
incentives decrease the extent of com- 
pliance with tax laws and bring about a 
substitution of non-market for market ac- 
tivity. In Great Britain, Sweden, the US. 
and other countries of the West, for exam- 
ple, increasing tax rates have been accom- 
panied by an increasing amount of 
economic activity in the “underground 
economy” where the exchange of goods 
and services is “off the books” and not sub- 
ject to taxes. Gunnar Myrdal, long an ad- 
vocate of the Swedish welfare state, recent- 
ly stated “The tax system is turning Swedes 
into a gang of hustlers ... the present tax 
system is making nine out of ten Swedes 
criminals.”’ A recent study estimated that 
unreported transactions in the U.S. are 
growing rapidly and totaled a staggering 
$700 billion in 1978.’I Although there is 
much uncertainty about the extent of the 
“underground economy” in the U.S., there 
is little doubt that the growth of the 
“black” economic sector has been 
stimulated by heavier tax burdens. In little 
more than a decade, the proportion of 
American wage-earners in the 25-percent- 
or-higher-tax bracket has grown from less 
than one in 11 Americans to nearly one in 
three.g 

Attempts to redistribute income by tax- 
ing higher income groups and subsidizing 
lower income groups has two effects- one 
is on the incentive to substitute illegal for 
legal transactions just discussed. A second 
effect of higher tax rates is a substitution of 
leisure and other non-market activities for 

market activities. An increase in tax rates 
reduces the cost of house painting, auto 
repair and other do-it-yourself activities. 
People respond to economic incentives 
regardless of income level. Thus, transfers 
to low income groups often assumed to be 
necessary for economic justice will bring 
about a substitution of leisure for work. 
Moreover, it is theoretically and practically 
impossible to devise income supplement 
programs to guarantee low income workers 
a given level of income without heavily 
penalizing work, i. e. ,  subjecting earned in- 
come to high marginal tax rates. This issue 
is closely related to the topic of economic 
“rights.” A recent “right to food” resolu- 
tion before the U.S. Congress proclaimed a 
right to food by human beings worldwide. 
Similar economic “rights” have Deen 
asserted in the case of health care and 
housing. Such positive “rights,” however, 
demand as their counterpart that someone 
or group must provide the goods or services 
that others have the purported right to. If 
such claims are to be met, people must be 
directed what to do. Thus, such “rights” 
are incompatible with personal freedom. 

Economic justice is usually discussed in 
connection with “equity” and “fairness.” 
Equity, however, does not imply equality 
of incomes for people varying widely in 
productivity or even that incomes should 
be more equal than they now are. Much of 
the impetus behind the movement to 
achieve “economic justice” is based on the 
premise that distribution is independent of 
productive incentives and is the economic 
problem.I0 In a market system, however, 
incomes are determined jointly with 
resource use and, consequently, with the 
output of goods and services. Wealth can- 
not legitimately be regarded as fixed but 
varies with incentives. Relatively high in- 
comes by some people whether due to 
superior effort, foresight, or accident is in- 
herent in the capitalist system. Thus, the 
amount of product produced and available 
for consumption exists only because of an 
incentive system which permits people to 
engage in risk taking activity with the pros- 
pect of financial gain. Most people will feel 
that, with the possible exception of charity, 
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an economic system is inequitable if there 
is no clear relationship between rewards 
and productivity. Under Civil Service and 
similar state classified job categories, for 
example, workers often receive the same 
pay for widely different amounts of work. 
That is, a secretary, school teacher, or 
other governmental employee in a given 
job classification is likely to receive the 
same amount of compensation regardless 
of the amount of work done. People 
generally holding egalitarian views 
sometimes decry the lack of flexibility to 
reward merit in such cases and hold that 
there should be a closer relationship be- 
tween pay and productivity. This means, 
of course, that if pay were generally more 
closely related to productivity, incomes 
might well be less equal than they now are. 

Knowledge and Information Problems 

THE CLOSE relationship between individual 
freedom and the method of determining 
wages and prices is not generally recog- 
nized by proponents of economic justice. A 
competitive system maximizes choice and 
individual freedom. Since the only alter- 
native to market prices in allocating 
resources is command by central authority, 
the central planner must decide both the 
tasks and the pay for different individuals. 
The idea of economic justice under such a 
system assumes not only that the state can 
and would have information as to what 
everyone “merits” in terms of income but 
that the state intervenes to bring about this 
condition. This approach fails to consider 
the importance of information provided 
automatically through the market. If 
wages are not based on supply and demand 
conditions, how would the planner deter- 
mine relative wages? What wage does a 
ditch digger or a teacher “deserve”? How 
would individuals be assigned to different 
jobs? Any mandated system of economic 
justice implies the imposition of a given 
standard on people with widely different 
values. Thus, as Mises makes clear, the 
substitution of authority for market price 
signals implies authoritarian regimenta- 
tion and means that little importance or 

significance is attached to diversity and 
freedom of individual choice: 

If righteousness is to be.. . the ultimate 
standard of economic action, one must 
unambiguously tell every actor what he 
should do, what prices he should pay in 
each concrete case, and one must 
force.. .all those venturing disobedience 
to comply with these orders .... No 
deviation from the unhampered market 
economy is thinkable without authori- 
tarian regimentation.” 

The belief that a just distribution of in- 
comes can be objectively determined by the 
state assumes away information problems 
and ignores the coordination role of prices 
in a market economy. Prices act as signals 
to producers in deciding what and how 
much to produce. The self interest motive 
in striving for gain leads the individual to 
act in a way that is socially beneficial. That 
is, in the competitive market, the in- 
dividual’s actions are harmonized by the 
“invisible hand” with those of other 
members of society. Prices not only provide 
information but also provide incentives to 
move resources and products to more 
highly valued uses. Market prices change 
almost instantaneously reflecting expected 
changes in technology, tastes, etc. Thus, 
the widely dispersed knowledge in society 
will be taken into account and used more 
completely through the market than in any 
other known way.13 Moreover, the market 
economizes on the use of knowledge since 
the individual producer or consumer needs 
to be concerned with only a small fraction 
of all the tradeoffs in the economy. When 
market decisions are superceded by central 
direction, the information conveyed by 
prices is inevitably distorted. 

The contrast between the market and 
central direction in terms of knowledge is 
dramatic. The efficient use of resources 
becomes impossible if expected renumera- 
tion does not provide a signal as to where 
resource use will make the greatest con- 
tribution to the total product.14 Prices set 
by government fiat convey no information 
about constantly changing economic 
tradeoffs arising from unpredictable 
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changes in technology, tastes and other 
factors affecting demand and supply. 
Although someone must attempt to recon- 
cile all prices simultaneously under central 
planning, no central planner can capture 
these tradeoffs because of the separation of 
knowledge and power. The knowledge of 
subjective patterns of tradeoffs is nowhere 
articulated, even to the individual 
himself. l5  

Economic goods and services are in- 
herently scarce. That is, something 
valuable must always be given up to obtain 
more of any economic good. Thus, any 
economic system must use some method of 
denying people access to goods and ser- 
vices.16 The market uses price as the 
method of denial. Central direction, on the 
other hand, rations by authority. However, 
as illustrated by the following example, 
there is no way the central planner can 
cater to a diversity of individual tastes or 
take into account the individual dif- 
ferences of people in an almost infinite 
variety of circumstances: 

Consider the use of gasoline. If the same 
amount of gasoline (e.g., 10 gallons per 
car per week) is allocated to each 
motorist, people in different cir- 
cumstances will be affected in different 
ways. Some people live near their 
work-some live far away; some can 
easily carpool - others don’t have this 
option; some have large cars-others 
have small cars; some people prefer to 
vacation near home-others prefer to 
travel. l7 

“Merit” and ‘Just Price” 
as Allocation Criteria 

THE MARKET, then, offers maximum scope 
for personal eccentricity and diversity of 
individual tastes in coping with scarcity. 
Moreover, there is increasing evidence that 
collectivist methods of rationing do not 
foster social solidarity or bring about a less 
competitive, less acquisitive, or more 
honest citizen.lB Instead, collectivist 
methods inherently involve a substitution 
of compulsion for voluntary decisions with 
a consequent decrease in individual 

responsibility. A system where state power 
is used to enhance one’s economic condi- 
tion means (as shown below) that anti- 
social behavior becomes profitable for the 
individual. 

Economic justice suggests that the 
economic return to land, labor, and 
capital must be “fair” or “just” and is close- 
ly related to the long discredited and futile 
medieval search for the “just price.” It also 
implies that the “just price” should be 
based upon objective costs incurred by the 
producer rather than upon subjective 
evaluations of consumers. However, as il- 
lustrated by the following example, costs 
cannot be determined independently of 
consumer demand. In the case of a copper 
mine, for example, an increase in the de- 
mand for copper will increase the value of 
the mine and, consequently, the oppor- 
tunity cost of producing copper. Competi- 
tion will force the value of the mine up so 
that costs tend to rise to equal product 
price. Thus, the value of the mine and 
hence the cost of producing copper cannot 
be determined independently of the de- 
mand for copper. Moreover, the market 
clearing price is the only price which is 
compatible with the desires of producers 
and consumers. Thus, aside from the price 
or wage established in a competitive market 
the “just” wage or price has no objective 
content. l9 

In a society where individuals are free to 
use their own specialized knowledge, in- 
come or wealth arises mainly from trade as 
people exchange goods or services. Wages 
and prices which emerge through the 
market process don’t purport to be a valua- 
tion of those who provide the services in 
question but are instead a measure of what 
purchasers are prepared to pay for these 
services.*0 Under these conditions dif- 
ferences in income or wealth, as Hayek sug- 
gests, have no relationship to merit except 
as it relates to the satisfaction of human 
wants: 

... in a free system it is neither desirable 
nor practicable that material rewards 
should be made generally to correspond 
to what men recognize as merit and ... it 
is an essential characteristic of a free 
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society that an individual’s position 
should not necessarily depend on the 
views that his fellows hold about the 
merit he has acquired.. . . A good mind 
or a fine voice, a beautiful face or a 
skillful hand, and a ready wit or an at- 
tractive personality are in a large 
measure as independent of a person’s ef- 
forts as the opportunities or the ex- 
periences he has had .... To decide on 
merit presupposes that we can judge 
whether people have made such use of 
their opportunities as they ought to have 
made and how much effort of will or 
self-denial this has cost them; it presup- 
poses also that we can distinguish be- 
tween that part of their achievement 
which is due to circumstances within 
their control and that part which is 
not.‘’ 

Thus, there is no way by which a group of 
democratically selected officials can make 
an assessment of the worth of people’s ac- 
tivities to be used in determining their 
monetary reward which wiii be universally 
accepted. Moreover, only human conduct 
can be considered just or unjust. A state of 
affairs which nobody can change such as 
earthquakes, floods, droughts, and 
volcanos and other acts of nature cannot 
be considered unjust. As Hayek suggests, 
“. . .unless we believe that somebody could 
and should have arranged things different- 
ly, it is meaningless to decide a factual 
situation as just or unjust.2‘ 

The market, as indicated above, rewards 
individuals according to their success in the 
market. While the individual’s income 
share depends on both skill and chance 
and is to some extent unpredictable, this 
process improves the prospects of people 
generally more than any other known 
method. That is, it causes people to act in 
ways which maximizes the aggregate out- 
put of goods and services. An inevitable 
result of the market system is that some 
people will have higher incomes than other 
people feel they ought to have.Ps Apart 
from variation in incomes due to chance, 
the diversity of individual tastes means that 
market processes necessarily produce a 

“chaotic” pattern of income from the 
standpoint of any given scale of values. 
People who are convinced that their own 
values are superior for themselves and for 
other people will necessarily be offended by 
the incomes of many people in a market 
economy.*’ The school teacher or nurse, 
for example, may be offended by the much 
higher income of the sports star or enter- 
tainer. It must be stressed then that income 
in the market economy is related not to the 
individual producer’s merit but rather to 
the value placed by others on the services 
provided. 

The diversity of tastes catered to by the 
market is a strength but it also makes the 
market politically vulnerable. The pattern 
of incomes determined through the market 
is attacked not only because some people 
will have low incomes when rewarded on 
the basis of productivity, but also because 
many people have higher incomes than 
others feel they “deserve.” Individuals 
determined to achieve “justice” (in the 
sense of making incomes more equal) 
through governmental means typically ig- 
nore the fact that government programs 
generally have perverse results in terms of 
egalitarian standards. The fact that opera- 
tions of political institutions in practice fall 
short of an idealized polity has been re- 
ferred to as “government fa i l~re .” ‘~  

Government Failure 

GOVERNMENT PROGRAMS, although general- 
ly justified in terms of the “public interest,” 
usually benefit politically powerful groups 
including, for example, farmers, college 
students, teachers, labor union members, 
the Hunt Brothers, and the Chrysler Cor- 
poration rather than merely low income 
groups. A protective tariff is imposed on 
cheese, for example, not because domestic 
cheese producers have unusually low in- 
comes but because they have an effective 
political lobby. Thus, the effect of govern- 
ment programs generally is to widen rather 
than narrow the distribution of income. In 
the case of agriculture, for example, the 
largest 20 percent of the farms in the U.S. 
receive more than half of the direct govern- 
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ment payments.*6 Price support programs 
for milk, sugar, tobacco and peanuts are 
based on volume of production and, conse- 
quently, yield larger benefits to larger pro- 
ducers. Moreover, these programs which 
result in higher retail prices of milk, sugar, 
etc. mean that many low income con- 
sumers subsidize agricultural producers 
with relatively higher incomes. 

Similarly, although minimum wage 
legislation produces gains for some 
workers, it is inevitably at the expense of 
increased unemployment on the part of 
workers at the low end of the wage scale. 
Likewise, labor unions benefit members re- 
taining employment at the expense of 
workers either becoming unemployed or  
shifting into lower value employment. 
Thus, these government sanctioned 
restraints are antithetical both to freedom 
of contract and to those interests which 
.they purport to serve, Viz., low income 
workers - including teenagers a n d  
minorities.*’ Such programs, as Sowell em- 
phasizes, are inconsistent with the pro- 
fessed egalitarian goals of their supporters: 

By lobbying for such laws, labor unions 
price these youngsters out of the job 
market and thereby preserve their own 
wage scales, all in the name of ‘human- 
itarian’ objectives.** 

In these and numerous other cases, regula- 
tion is used to restrict competition giving 
cartel powers to established members of 
the regulated occ~pations.*~ 

Much special interest legislation can be 
explained in terms of costs and benefits to 
particular groups. The benefits of the 
sugar price support program, for example, 
which results in domestic sugar prices at 
more than twice the world market price are 
highly important to the 15,000 sugar pro- 
ducers in the U.S. Yet, our expenditure on 
sugar as individual consumers is sufficient- 
ly low so that it is not in our economic in- 
terest to devote a great deal of time to 
sugar l eg i s l a t i~n .~~  This phenomenon of 
highly concentrated benefits and widely 
diffused costs appears to be the explana- 
tion for much government intervention. In  
view of these imperfections in the political 

process, it cannot be assumed either that 
the stated purpose of legislation to . 
redistribute income is beneficial or that ac- 
tual program results will be consistent with 
the stated legislative purpose.31 

Attempts to bring about a more 
equitable income distribution through the 
political process face formidable barriers.’* 
First, as indicated earlier, there is no con- 
sensus as to what is “fair” and the attain- 
ment of any particular pattern of income is 
inconsistent with a voluntary system. Se- 
cond, even if there were a consensus that 
incomes should be more equal, the philan- 
thropy model, as shown in the following 
section, does not appear relevant to most 
government redistribution. Despite the 
fact that the state is commonly used by 
politically powerful groups to restrict com- 
petition and to make incomes less equal, 
however, there has been and continues to 
be a great deal of effort devoted to the 
justification of governmental redistribu- 
tion. 

Redistn‘bution 
and Its Unintended Consequences 

ECONOMISTS HAVE BEEN ingenious in devis- 
ing theoretical arguments to justify 
redistribution by the state. Consider 
decreasing marginal utility of income as a 
justification for redistribution. This argu- 
ment holds that utility of income increases 
at a decreasing rate, that marginal utility 
of income is lower for the higher income 
person and, consequently, that total utility 
would be increased by transferring income 
from higher income to lower income 
groups. The problem with this argument, 
of course, is that interpersonal com- 
parisons of utilities are not valid. Thus, 
one cannot demonstrate logically or em- 
pirically that transferring income from a 
high to a low income person will increase 
the total utility or satisfaction of the two 
people. 

Historically, attempts have also been 
made to justify progressive income taxes on 
redistribution grounds. Redistribution in 
this case also involves coercion by the state 
in transferring income between in- 
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dividuals. Attempts to justify progressive 
taxation have not been successful since. 
there is no objective way to compare the 
utilities of different  individual^.^^ Pro- 
gressive taxation, in practice, is also largely 
counterproductive in terms of egalitarian 
goals. Under highly progressive rates, a 
great deal of time and effort is expended 
on tax avoidance (tax loopholes) and tax 
evasion. Moreover, as indicated above, the 
disincentive effects of high marginal tax 
rates reduce the efficiency of resource use 
and p roduc t i~n .~ ‘  Milton Friedman 
estimates that a flat rate of “well below 20 
percent” on taxable income would yield as 
much income as the present steeply 
graduated rate.35 

More recently, “public goods” theory has 
been proposed as a basis for “Pareto op- 
timal” income red is t r ibu t i~n .~~ Charity is 
said to be a “public good.”87 When Jones 
makes a contribution to a poor person, 
there is non-exclusion in the sense that the 
charitable act benefits not only Jones but 
other people who share Jones’ charitable 
impulse. Each potential donor under these 
conditions might agree to make a contribu- 
tion only on condition that other potential 
donors also contribute. That is, each 
potential donor has an incentive to hold 
down his own contribution and “free ride” 
on the redistribution accomplished by 
other members of the non-poor group. 
Thus, Hochman and Rogers argue that the 
level of voluntary charity is sub-optimal 
and that government intervention in the 
form of transfers is warranted to overcome 
the “free rider” problem associated with 
voluntary chanty. 

The conclusion that the level of volun- 
tary charity is sub-optimal is not persuasive 
since government transfers do not conform 
to the “public goods” model of income 
redistribution. First, the idea that transfers 
are from higher to lower income people is 
unrealistic for a major part of government 
redistribution.g8 Most government sanc- 
tioned redistribution as in the case of labor 
unions, tariffs, subsidies, and occupational 
licensure, benefits a small group not de- 
fined by income at the expense of a larger 
group. Moreover, most government redis- 

tribution takes place within the middle 
class and the bulk of transfers do not assist 
the lowest income groups. Second, “Pareto 
optimal” redistribution assumes that 
government transfers involve benevolence 
of the kind inherent in voluntary charity. 
However, state “charity” by its very nature 
is inherently coercive. Thus, the idea of 
“Pareto optimal” redistribution is inconsis- 
tent as long as there is at least one Murray 
Rothbard who opposes all involuntary 
redi~tr ibut ion.~~ Thus, it has not been 
demonstrated that redistribution increases 
welfare. 

There is an importrant distinction be- 
tween charity and government transfers. 
Charity, being freely given, implies 
benevolence. The proponent of govern- 
ment transfers, however, is not likely to be 
motivated by a charitable impulse since, as 
shown above, most transfers are made to 
assist teachers, college students, union 
members and other middle or upper in- 
come groups. Indeed, the desire to see gen- 
uine distress alleviated at the expense of 
other people may be motivated more by 
envy than by benevolence. Compelling 
people to contribute against their will is in- 
consistent with benev~lence.‘~ Moreover, 
redistribution conflicts with personal 
freedom and individual responsi- 
bility-moral values shared by many who 
advocate redistribution. Ellul stresses why 
ends cannot be used to justify means in a 
discussion which seems appropos to redis- 
tribution by the state: 

Means not only have expected effects. 
Much more often they have invisible 
and unforeseeable effects which in the 
long run turn out to be hostile to the ob- 
jective sought, so that no trace of the 
end remai ns.... Hence a special ex- 
amination of means is needed. They 
must be justified not just by their effi- 
ciency or end but by themselves and in 
themselves.. . . Thus means which negate 
freedom can never lead to freedom.” 

It is usually assumed that voluntary 
charity would be inadequate to care for the 
truly needy and handicapped if govern- 
ment welfare programs were repealed. The 
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magnitude of private philanthropy cur- 
rently, however, is evidence that charity 
need not be legislated. In 1978, total 
philanthropic contributions in the U.S. hit 
a level of almost $40 billion.‘* The level of 
contributions would undoubtedly be much 
larger in a system of private charity since 
redistribution serves to stifle the charitable 
impulse adversely affecting voluntary 
transfers. Moreover, recent changes in the 
tax laws have inhibited and complicated 
donations by individuals and have con- 
stricted charitable activities of founda- 
tions. Conditions in the U.S. in the 1800’s 
are sometimes cited as evidence that 
private charity is not capable of providing 
for the needy. However, per capita in- 
comes were much lower then than now, so 
that there was less income available for 
benevolent purposes. Poverty and hunger 
today in socialist states in Africa, Cuba and 
other areas is evidence that collectivism is 
no guarantee against these conditions. 
Since most government induced redistribu- 
tion is between middle income classes, it is 
conceivable that the poor would receive 
more if they depended on pure charity 
rather than on government transfers where 
the political process is inevitably subject to 
“government fa i l~re .”‘~ 

Redistribution also impedes the produc- 
tion of wealth. Hayek indicates why in- 
terference in the market at the behest of 
various interest groups is incompatible 
with both production efficiency and the 
preservation of personal freedom: 

Governments, to be successful would at 
the same time have to preserve function- 
ing markets ... in such a way as to serve 
as reliable guides to production, and 
also somehow so to influence at least the 
prices of labour.. .as to satisfy demands 
for just or equitable remunerations. To 
satisfy both of these requirements in full 
is impossible .... Once claims for in- 
terference with the market in favour of 
particular groups have come to be fre- 
quently recognized, a democratic 
government cannot refuse to comply 
with similar demands of any groups on 
whose votes it depends. Though the pro- 

cess may be gradual, a government 
which begins to control prices to secure 
popular conceptions of justice is bound 
to be driven step by step towards the 
control of all prices; and, since this must 
destroy the functioning of the market, 
to a central direction of the economy.” 

Adam Smith demonstrated how the “in- 
visible hand” under competitive conditions 
harmonizes the selfish acts of individuals. 
The “invisible hand’ associated with self 
interest has different implications, 
however, for the group since the desire of 
members to become members of a closed 
group is likely to be in opposition to the 
general interest. Groups have a financial 
incentive to collude and use the power of 
the state to restrict competition. Unless 
government positively assists or tolerates 
the use of coercion in organizational ef- 
forts, however, the existence of common 
interests (except for small groups) will not 
generally lead to a comprehensive 
organization of such interests. Hayek 
describes the ultimate result of widespread 
efforts by various groups to use the state to 
enhance their own interests: 

The root of the trouble is ... that in an 
unlimited democracy the holders of 
discretionary powers are forced to use 
them, whether they wish it or not, to 
favor particular groups on whose swing 
vote their powers depend.. . . So long as 
it is legitimate for government to use 
force to effect a redistribution of 
material benefits.. . there can be no curb 
on the rapacious instincts of all groups 
who want more for themselves. Once 
politics becomes a tug-of-war for shares 
of the income pie, decent government is 
impossible.45 

All interests cannot benefit by organizing 
their members for common action, 
However, the more groups do so, the more 
necessary it is for remaining groups to 
organize since those who fail to do so will 
be “left out in the cold.” Thus, the solution 
is to outlaw as immoral and anti-social the 
use of coercion to assure certain incomes to 
particular gr0ups.4~ 
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Conclusions and Implications 

ECONOMIC JUSTICE is sometimes used as an 
innocent expression of goodwill toward the 
less fortunate. In this context, it might be 
helpful as long as it serves to heighten the 
charitable impulse. However, the use of 
the term is more likely to increase envy 
leading to attempts by individuals and 
groups to help themselves at the expense of 
other people.” It is important to recognize 
and maintain the distinction between 
private charity which, by definition, is 
freely given and public transfers which, be- 
ing acquired by taxation, always involve 
coercion. 

In summary, economic justice in the 
sense of imposing a “just” distribution of 
incomes is (as Hayek suggests) a mirage. 
The concept is empty in a competitive 
system since nobody’s will can determine 
relative incomes or prevent them from be- 
ing determined partly by accident. Under 
capitalism, incomes are determined jointly 
with the allocation of resources, and 
market prices ensure that wideiy dispersed 
knowledge in society is taken into account 
and used more efficiently than by any 
other known method. The distribution of 
income under the voluntary decision pro- 
cess of the market is “fair” if freedom is 
held to be the most important value.48 No 
other economic system permits the in- 
dividual to as fully use his own knowledge 
for his own purposes. The only alternative 

’“ . . . I  have come to feel strongly that the greatest 
service I can still render to my fellow men would be 
that I could make the speakers and writers among 
them thoroughly ashamed ever again to employ the 
term ‘social justice.”’ F. A. Hayek, Law, Legislation 
and Liberty, Vol. 2,  The Mirage of Social Justice 
(Chicago: The University of Chicago Press, 1976). p. 
97. The terms ”economic justice’’ and “social justice” 
are used synonymously throughout this paper. ‘The 
“market” is no particular set of institutions but rather 
the freedom to choose among many existing or still to 
be created possibilities. Thomas Sowell, Knowledge 
and Decisions (New York: Basic Books, 1980), p. 41. 
SAbba P. Lerner. Everybody’s Business (N.Y., Harper 
and Row, 1964). ‘“Either we leave men free and soon 
there will be no equality, since the stronger will carry 
the day, or we may insist on equality and are thus 
forced to interfere with liberty.” Jacques Ellul, The 

to the price system is central direction 
which is inherently coercive. Moreover, as 
Ellul makes clear the struggle to impose 
anyone’s concept of economic justice 
through the political process is inconsistent 
with freedom: 

... what we now call the fight for social 
justice is strictly a fight against freedom. 
This is unavoidable.. . . Those who think 
that they can effect a reconciliation are 
either theorists who do not know 
modern  socioeconomic life o r  
Machiavellians whose stock in trade is 
double talk and illusion. A choice has to 
be made.4g 

A choice must be made since imposed 
egalitarian standards are contradictory 
with the values of freedom and individual 
self responsibility. Moreover, differences of 
opinion concerning the merits of market 
freedom versus state imposed “economic 
justice” hinge to a large extent on a dif- 
ferent assessment of the effects of 
redistribution rather than on differences in 
these hasic V2!??PQ. Th??., :!hen ecenemic 
justice is subjected to scientific analysis it is 
seen that: 

. ..the methods advocated by socialists 
can never achieve what they promise, 
but also that the different values they 
hope or claim to serve cannot by any 
possible procedure be all realized at the 
same time, because they are mutually 
contradictory. 50 

Ethics of Freedom, (Grand Rapids: W. B. Eerdmans 
Publishing Co., 1976), p. 403. 5Hayek. op.cit. .  p.  73. 
qlude Wanniski, The Way the World W o r b  (New 
York: Simon and Shuster, 1978). ‘Cited in Arthur 
Shenfield, The Failure of Socialism: Learning from 
the Swedes and English (Washington: The Heritage 
Foundation, 1980), p. 16. OEdgar L. Feige, “How Big 
is the Irregular Economy?” Challenge, Nov.-Dec., 
1979, pp. 5-13. gOrrin Hatch, “Inflation. Taxes, the 
Budget, and You.” The Readers Digest. July 1980, p. 
75. loMichael Novak, “Productivity and Social 
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Pasour, Jr.. “Benevolence and the Market,” Modern 
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1963), pp. 729-78. “Compulsion is so much of the 
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