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DISTRIBUTIONAL EQUITY AND SOCIAL DECISION
< Summary >
Masako Murakami

It is known that Pareto Optimality cannot determine the social pre-
ference ordering between the social states in which distributions of
incomes are different. By what way of social decision can determine this
kind of social ordering? The comparison of the aggregate individual wel-
fare assigned on each social state seems to be one of the plausible ways.
If we use the way of comparing aggregate welfare, we must resolve two
difficult problems of (1) getting a cardinal measure of individual welfare
and (2) getting some rules of interpersonal comparisons. We have no
method to measure the absolute level of individual welfare (or utility),
but only to measure a set of utility numbers that are unique up to a
positive linear transformation. Then, if the coefficient of positive linear
transformation is different between individuals, we cannot get unique
social ordering of the aggregate welfare on the social states. This is what
the problem (2) means. In section I, I inquire two rules of interpersonal
welfare aggregation, e.g. (1) “0-1 normalization” — the rule to attach
value O to the worst alternative and value [ to the best in each person’s
scale, and (2) “sum-1 normalization” — the rule to attach value O to the
worst alternative and value 1 to the sum of utilities from ail alternatives
in each persons preferences. The conclusion of my inquiry is that neither
“0-1”" nor “sum-1"" normalization can guarantee to keep the same social
ordering as generated from the aggregate individual welfare originally
measured. The coefficient of transformation having same value between
individuals can guaraniee it. We can also restrain and determine the
values of the transformation coefficients taken by each person in order
to preserve the original social ordering. If the original social ordering is
worth to be preserved, individual welfare must be estimated by the
method which can give them proper equity meaning. In section I, from
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this point of view, Tinbergen’s method to estimate cardinal individual
welfare and his model of equitable income distribution are inquired. His
individual welfare function includes utility of labour income after tax
which compensate disutility of labour efforts symbolized by the required
educational level of the job and the gap between it and the acquired edu-
cational level, The individual welfare value estimated from this function
includes the desert principle of equity criteria but not the needs principle.
It is cleared that the difference of needs between jobs can be included in
his model with small modification. The needs level might be different
among families and persons. We must seek for the method to estimate
individual welfare which combine the desert and needs implication of
distributional equity. In section I, I classify and discuss the equity
criterfa. (1) Total welfare maximizing criteria (Utilitarianism), (2)
Individual welfare equalizing criteria — (2-1) Rawlsian Difference Princi-
ple, (2-2) Sen’s Weak Equity Axiom, (2-3) Tinbergen’s equitable income
distribution criteria. (3) Entitlement theories — (3-1) labour-based
entitlement theory (Marxian labour theory of value), {(3-2) Nozick’s
entitlement theory covering property rights. (3.2.1) - (3.2.4) Some
variety of criteria being differed on the conditions concerning equality of
educational opportunities and property holding acquired with inheri-
tance and gift.



