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Abstract
A utilitarian social planner who maximizes social welfare assigns the available income to
those who are most efficient in converting income into utility. However, when
individuals are concerned about their income falling behind the incomes of others, the
optimal income distribution under utilitarianism is equality of incomes.
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1. Introduction
In this short paper we present the first result that we obtained when we studied the
tension between utilitarianism (conceptualizing social welfare as the sum of the
individuals’ utilities) and egalitarianism (cherishing equality between individuals). In
contrast with the received literature that pits the two as competing social objectives, we
show that when the maximization of social welfare takes into account individuals’
concern about low relative income, there is no difference between a utilitarian income
allocation distribution and an egalitarian income distribution; the two align.
For a good many years now, an effort has been made to season utilitarianism with
egalitarian gravy. Prominent economists as early as Marshall (1823) and Pigou (1920)
defended utilitarianism as a guide to the maximization of social welfare. The argument
made was that the maximization of the sum of individual utilities requires equalization of
marginal utilities. However, equating marginal utilities is equivalent to equating incomes
only under a very special assumption of identical utility functions. In general, a utilitarian
social planner will not choose to distribute incomes equally. Still, utilitarianism was
applied in evaluating income inequality (Dalton, 1920; Tinbergen, 1970). In other words,
utilitarianism was the launch pad for assessing inequality from a welfarist standpoint.
This stand was criticized by Sen (1973, p. 18): “It seems fairly clear that fundamentally
utilitarianism is very far from an egalitarian approach.” Pattanaik (2009) voiced a similar
criticism. In what follows we show that once individuals’ concern for low relative
income is factored in, the utilitarian rule and the egalitarian approach are fundamentally
the same.
Evidence from econometric studies, experimental economics, social psychology,
and neuroscience indicates that humans routinely engage in inter-personal comparisons,
and that the outcome of that engagement impinges on their sense of wellbeing. People are
dismayed when their consumption, income, or social standing fall below those of others
with whom they naturally compare themselves (those who constitute their “comparison
group”). Examples of responses to such dismay include Stark and Taylor (1991), Zizzo
and Oswald, (2001), Luttmer (2005), Fliessbach et al. (2007), Blanchflower and Oswald
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