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Subsection 3.1. (pp. 441-442) of the originally published article
analyzes the optimal choice of a Rawlsian social planner (RSP). The
originally published subsection did not cover all possible cases, and
the proof that a RSP will choose to equalize incomes is incomplete.
The text that follows replaces that subsection.

3.1. The maximization problem of a Rawlsian social planner

The maximization problem of a RSP is

max SWFR(X1,...,Xn)
Q(ay,...,an; 1)

= max {min{u;(x;,....xn), ..., Un(X1, ...
Qa1 ni )

xn)}}- (3)

It is easy to see that for every ke{1,...,n— 1} we have that

Ui (X5 eey Xk, Xk 1 - X)) =Uj (X0, oo, X1, Xk o5 X))
forie{1,...,n}\{k,k+1}, and that
U (X1, ey Kby X 15 oo Xn) = U 1 (X1, ooy X 15 Xl o5 X))

Therefore, if x; <...<x,, then the monotonicity of the f function
and the definition of the RI function imply that uq(xq,...,X;)
<up(X1,...,%n) <...<Up(Xq,...,xp). Thus, for any k such that
Yr=min{yy,...,yn}, we have that SWFz (y1, ...,¥n) =Ux (Y1, ..., ¥n)-

Denoting by (x’f* , ...,x’f) the optimal post-transfer distribution
of incomes of a RSP, we have that

% 23
max  SWF(Xq, ..., X)) =t (X5 ,....x5),
Q(ay,..., an;A)
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where X8 =...=xX". We prove this claim by contradiction. To
do that, we assume that (x’l‘*,...,xﬁ*)eQ(a1,...,an;A) is such
that x=min{x",....x""} <max{x¥",...,xX'}, and we show that
there exists (y1,...,¥n) € 2(ay, ..., a,; A) such that SWFr(y1,...,¥n)
>SWFr (XX, ..., x"). Therefore, (", ...,xf") cannot be a maximum.

Let [={ie(1,...,n}:xF =xAx¥ >q}, J={ie(1,...,n}:xF =x
/\xf*<ai},)"<:min{x,-:i¢IU]},k:min{ie{l,...,n}:xf* =x}, K=IUJ

U{k}, and h=|IU]J|, where the notation |A| stands for the
cardmallt*y of the set A. Obviously, from the characteristics of the

point (x¥,..., xR ™), it follows that [UJ#@ and that h>1. Let §
be such that0<5<mm{)»(x—g)/2, min {|a,~—xi |}}.We now
ieK:ai;&le*

define the coordinates of the point (y1,...,y,) as

XX 48/ foriely],
Yi= xf*—(Sk for i=k,
XK forie{1,...,

1

n)\K,

where 8 =8(I|+Al])/(Ah) if XX <a, and 8 =8(|I|+A|J])/h
otherwise. It is easy to verify that (yq,...,yn) €Q(ay, ..., an; A).

Because the f function is an increasing function, and because a
smaller difference between incomes implies a smaller value of the
index of low relative income, it follows that for any ieIUJ

SWF(Y1, ..o Yn) —SWEr (XX, .. xF)
=i (V1,0 Yn) — (LX)
=(1=B) [ +3/m)—F () |

8 [Rz(xf* F8/Mi Y1, oY) —RIGE X5 ...,xﬁ*)] >0
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for any B€[0,1) and 0< X <1. Therefore, SWFg(y1,...,¥n)
>SWEr (XX, ...,x%"), which contradicts the fact that SWFg attains
a global maximum at (x’f*, ...,xﬁ*). Thus, the solution of the prob-
lem of a Rawlsian social planner, (3), has to be a transfer such that
the post-transfer incomes are all equal. This completes the proof
by contradiction.

It is worth noting that the solution of (3) is unique. To show this,
we assume that a; <a,, and we let

n
> max{x—a;,0}

go="t

> max{a;—x,0}
i=1

for xe[ay,ay,). Then, as a ratio of a continuous, strictly increasing
function and a continuous, strictly decreasing and positive
function, g is continuous and strictly increasing, and g(a;)=0,

lim g(x) = oco. Therefore, there exists a unique xR*e(al,an)
X—ap

n
such that g(x® )=A, which is the solution of AY_max{a; —x,0}
i=1

n % * l £
=) max{x—a;,0}, and we have that x* =x&" =_..=x~".

i=1

Concluding this subsection, we note that the distribution
chosen by a RSP entails equality of incomes even when =0,
namely, even if individuals’ concern at having low relative income
is excluded from the RSP’s social welfare function.
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