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The central question animating liberal thought is: How can people live together as free and equal?  This question is being reinvigorated by the emergence of what we will call neoclassical liberalism.  Neoclassical liberals, such as David Schmidtz, Gerald Gaus, Charles Griswold, Jacob Levy, Matt Zwolinski, Will Wilkinson, and we, the authors, share classical liberalism’s commitment to robust economic liberties and property rights as well as modern or “high” liberalism’s commitment to social justice.  On the neoclassical liberal view, part of the justification for a society’s basic structure is that it produces conditions where citizens have substantive liberty, and can thus confront each other as free and equal.  The basic structure of society is evaluable on the kinds of outcomes produced for citizens.  Neoclassical liberals combine a robust commitment to social justice—a commitment as robust as that of high liberals—with a commitment to more extensive set of basic liberties than that advocated by high liberals. Neoclassical liberalism thus stakes out a claim to be the morally ambitious form of liberalism.
To locate the distinct conceptual space being carved out by neoclassical liberals, we begin with a map of the ideological terrain.  First we distinguish classical liberalism (and libertarianism) from high liberalism.  Then we explain how neoclassical liberalism emerges in distinction from these other views.
By “classical liberalism,” we mean a broad school that includes Adam Smith, David Hume, F.A. Hayek, and libertarians such as Robert Nozick.[endnoteRef:2] High liberalism, by contrast, is the liberalism of, e.g., T.H. Green, John Rawls, Ronald Dworkin, Samuel Freeman, Martha Nussbaum, and Will Kymlicka.[endnoteRef:3] One way to distinguish between kinds of liberalism is by their differing conceptions of economic liberty.  Classical liberals affirm what we call a thick conception of economic liberty; high liberals, a thin conception. [2:  See the article, “Nozick,” by David Schmidtz and Christopher Freiman in this volume.]  [3:  See the article “Rawls,” by Leif Wenar in this volume.] 

Most liberals agree that some liberties are more important than others. These basic liberties merit a high degree of political protection. On their lists of basic liberties, most liberals include not only some civil and political liberties, but some economic liberties, such as the right to own property.  But liberals differ about the scope of the basic economic liberties. Classical liberals interpret economic liberty as having the same wide scope accorded to the civil liberties. Just recognizing religious liberty requires the general protection of independent activity in the religious realm, economic liberty requires the general protection of independent activity in economic matters. 
A crucial junction point within the liberal tradition occurs with Mill’s treatment of economic liberty. (Freeman 2011) Mill suggests that economic liberties should be treated differently from freedom of thought, association and religion. Decisions people make regarding labor and ownership have no intrinsic connection to liberty in Mill’s sense.  Economic activity is not an expression of liberty, and so rights and powers of ownership and labor should mainly be defined by the requirements of utility. (Mill 2004, 209-223; Jacobson 2000, 293-295)
John Rawls likewise adopts a platform of economic exceptionalism.  He singles out the economic liberties to a lower level of protection.  He claims wide economic rights are not “necessary for the development and exercise of the moral powers.”[endnoteRef:4] Regarding freedom of labor, Rawls recognizes only the right to occupational choice, but not the freedom to engage in self-organized economic activity and/or to hire others for productive purposes. Regarding ownership, Rawls recognizes only a basic right to personal property, severing off any rights protecting the ownership of productive property (family farms, businesses, and other “means of production”).  Rights to private productive property and contract are not basic, and so any laws recognizing such rights should be crafted to realize distributive justice. This thin conception of economic liberty is a hallmark of the high liberal tradition.[endnoteRef:5]  [4:  John Rawls, Political Liberalism (New York: Columbia University Press, 1993), 298.]  [5:  See the article, “Property,” by Gerald Gaus in this volume.] 

 “Libertarianism” falls within the classical liberal tradition.[endnoteRef:6] As classical liberals, libertarians affirm a thick conception of economic liberty.  Traditional classical liberals hold that the economic liberties are on a par with the civil liberties, but libertarians hold that economic liberties are the weightiest of all rights, possibly even moral absolutes.  Some libertarians believe that all rights—such as free speech, free association, and sexual freedom—are simply instances of property rights.  Some libertarians see economic liberties as so weighty that the state must enforce any contract that citizens voluntarily enter into--even slave contracts.  [6:  Libertarian political philosophers include Robert Nozick, Eric Mack, and Jan Narveson.  For an sophisticated survey of the varieties of libertarian thought, see Zwolinski 2008.  Nozick revised portions of his libertarian theory but never rejected it. See Nozick 1989, 287; Nozick 2001, 281-82, passim.] 

Left-libertarianism is a species of libertarianism which departs from standard libertarianism in its understanding of original appropriation.[endnoteRef:7]  On the standard libertarian view, natural resources begin in an unowned state.  In contrast, left-libertarians hold that the world, or at least the economic value of the world’s resources, begins as commonly owned by all.  Left-libertarians, unlike neoclassical liberals, do not endorse a conception of social justice. They affirm thick economic liberty as a requirement of self-ownership, not of social justice.[endnoteRef:8] [7:  See the article, “Left Libertarianism,” by Peter Vallentyne in this volume.]  [8:  Left-libertarians often affirm welfare state provisions.  They do so not out of a commitment to social justice, but out of a view of what it takes to render private property ownership consistent with the starting point of common world ownership (or common ownership of the economic value of the world’s resources).] 

Figure 1 below illustrates the conceptual space occupied by neoclassical liberalism, mapping it against rival liberal views.
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Fig. 1:  Varieties of Liberalism

Note that fig. 1 distinguishes liberal views from one another, but does not distinguish liberal from non-liberal views.[endnoteRef:10]  For instance, Marxian socialism affirms social justice and a thin understanding of economic liberty, but it does not fall anywhere on the table.  Certain conservative theories affirm a thick understanding of economic liberty and reject social justice, but also do not fall anywhere on the table. [10:  We leave open here what demarcates liberal from non-liberal views.] 

We distinguish classical and high liberalism by focusing on whether a view affirms a thick or a thin conception of basic economic liberties.  In contrast, Samuel Freeman demarcates those two schools not by their substantive moral commitments but by their justificatory foundations. Freeman claims that most classical liberals emphasize private economic liberties because they believe such liberties are conducive to overall happiness. High liberals, he argues, deemphasize capitalist economic liberties because they are concerned with respecting citizens as free and equal. Thus Freeman, following Rawls, calls classical liberalism the “liberalism of happiness” and high liberalism the “liberalism of freedom.” (Freeman 2007, 45) High liberals are committed to substantive equality, substantive liberty, and social justice; classical liberals care only about formal equality and negative freedom. 
This may accurately distinguish between high liberalism and many traditional forms of classical liberalism. However, this way of demarcating the classical and high liberal traditions closes precisely the questions that neoclassical liberals seek to open. Must defenses of thick economic liberty rely only upon efficiency, happiness, or self-ownership? Do we fully respect people as free and equal self-governing agents by restricting their private economic liberty? Is a defense of the intrinsic worth of economic liberty compatible with a justice-based commitment to advancing the interests of the poor? Might a thick conception of economic liberty be a requirement of social justice? 

I. THE STATUS OF ECONOMIC LIBERTY

In debates with classical liberals, high liberals believe they occupy the moral high ground. The term “high liberal” suggests a fulfillment or culmination of a movement. High liberals describe their ideal of substantive equality—with its manifest concern for the material well-being of the poor—as an evolutionary advance over the merely formal ideals traditionally defended by classical liberals. (Nagel 2003, 63) For classical liberals and libertarians, this suggestion of evolutionary supremacy is suspect.  Whatever concern high liberals show for the material well-being of citizens, they propose to limit the liberty of all citizens in what was traditionally considered one of freedom’s most important realms: that of independent activity and decision-making regarding the economic aspects of one’s life.  
Given the importance to high liberals of reducing the traditional scope and weight accorded to economic liberty, it’s surprising that their defenses of these reductions tend to be brief and unsustained.  Mill says property rights do not protect individuality because trade is a social act. (Mill 1978, 94) But speech and association are no less social in nature. Rawls, as we’ve seen, simply states that citizens do not need thick economic liberties to develop their moral powers. But the moral powers of citizens include their capacity to develop and pursue a life-plan for themselves. Rawls argument for the importance of occupational freedom appears to support wider freedoms of labor as well. After all, one is defined not only by what profession one chooses, but also by the terms that one accepts for one’s work, by the number of hours that one decides to devote to work, and much more.  So too, reasons for protecting personal property would seem to apply to many forms of productive property. (Nickel 2000) Some high liberals seek to justify economic exceptionalism by arguing that property rights are socially elaborated notions. (Murphy and Nagel 2002) They say the arrangement and extent of property holdings we see in society are possible only in virtue of social structures.  They say that “everyday libertarian” beliefs—that property rights can constrain state activities and have an independent moral force prior to state—are confused.  Yet high liberals hold many basic rights requiring social elaboration—such as the right not to be murdered—carry moral force prior to the state. (G. Brennan 2005) And even if it is true that people could not possess and enjoy much property in a Hobbesian state of nature, they could also not exercise and enjoy many other basic liberties. Without some more persuasive distinction between property rights and these other rights, the high liberals’ differential treatment of property rights seems unjustified 
Neoclassical liberals join with traditional classical liberals and libertarians in their skepticism about the high liberal platform of economic exceptionalism. However, neoclassical liberals offer positive arguments for thick economic liberty that distinguish them from classical liberals and libertarians alike. 
Consider the libertarians.  On the orthodox interpretation of Nozick, he grounds this account of property in the concept of self-ownership. Property rights emerge as a relation of persons to objects in the world, by the process of self-owners mixing their labor with un-owned things. Property rights are strongly prior to the state. The state exists to protect preexisting rights and so is bounded by those rights.[endnoteRef:11]  [11:  In the opening lines of (Nozick 1974, ix), Nozick states: “Individuals have rights, and there are things that no other person or group may do to them (without violating their rights). So strong and far-reaching are these rights that they raise the question of what, if anything, the state and its officials may do.” ] 

Instead of starting with the idea of self-ownership, some neoclassical liberals seek to ground property rights (and other economic liberties) in the same moral ideas affirmed by high liberals. (Gaus 2007; Tomasi 2012a) For example, some neoclassical liberals focus on the moral ideal of citizens living together as responsible self-authors. This approach owes more to Kant than to Locke. By it, neoclassical liberals can affirm a wide range of individual freedom regarding economic questions for the same reasons they affirm general liberties with respect to religious and associational questions: a thick conception of economic liberty is a necessary condition of responsible self-authorship. Ownership rights are not so much relations between persons and objects as they are relations between persons as moral agents.[endnoteRef:12] Rights emerge as a social recognition that honoring the capacity of one’s fellow citizens to be self-authors requires that one respects their capacity to make choices of their own regarding economic matters. To restrict the capacity of people to make economic choices or, worse, to treat their economic activities merely as means to the social ends of others, would violate the dignity of such persons and so would be to treat them unjustly. Wide rights to economic liberty, while recognizable without the state, are validated and made fully binding by the political community. On this approach, the requirements of economic liberty help define the shape and limits of the state, even without being radically prior to it.  [12:  We are indebted to Jason Swadley for this formulation.] 

This approach to economic liberty helps highlight another important difference between neo- and traditional classical liberal views. While classical liberals such as F.A. Hayek and Milton Friedman advocate a social safety net, their advocacy seems ad hoc given their strong claims about the sanctity of property rights.[endnoteRef:13]  By contrast, neoclassical liberals advocate what we might call a “thoroughly principled” rationale for the safety net. A rationale for a policy is “thoroughly principled” if the same reasoning that supports the wider features of a view also support that particular policy. On the neoclassical approach described above, citizens’ status as responsible self-authors may be threatened by conditions of extreme need. The neoclassical state must be empowered to define and interpret the set of basic rights so as to protect people’s moral status as self-authors. Unlike many traditional classical liberals, therefore, neoclassical liberals can defend a safety net in a thoroughly principled way.  The same grounds neoclassical liberals use to justify the social safety net also explain their objections to the pervasive encroachments on economic liberty endorsed by high liberals. Without constitutional guarantees protecting independent economic decision-making, people cannot fully exercise their moral powers of self-authorship.  Neoclassical liberals affirm the importance economic liberty, and thus reject the high liberal platform of economic exceptionalism, for all these reasons.  [13:  Milton and Rose Friedman, for example, advocate a social safety out of beneficence rather than as a positive requirement springing from the moral foundations of their view. (Friedman and Friedman 1979, 110-117)] 

High liberals think of themselves as occupying the moral high ground in their debate with classical liberals.  They believe that by limiting the economic liberty of citizens, they thereby enable the state to pursue the distributive requirements of social justice.  Here again, though, neoclassical liberalism is confounding the old lines of debate.

	
II.  THE CONCEPT OF LIBERTY AND GUARANTEES
We often equate being free with an absence of constraints, impediments, or interference.   For instance, a person has free speech when no one stops her from speaking her mind.  Call this idea of liberty negative liberty.[endnoteRef:14]   [14:  See the article, “Freedom,” by Philip Pettit in this volume.] 

	Marxists complained that negative liberties, by themselves, have little worth.  Marxists say liberty is valuable only if people have the financial and social means to exercise it.  No one interferes with the homeless beggar, but he is not free in any meaningful sense.  Thus, some Marxists say, real liberty is the effective power, capacity, or ability to do what one wills.  Call this conception of liberty positive liberty.  For example, a bird has the positive liberty to fly, but human beings do not.  
	High liberals agree with Marxists that without proper resources, citizens will be unable to regard their negative liberties as valuable.  Everyone, rich and poor, has the negative liberty to buy a yacht, but only the rich can exercise or enjoy this liberty.  High liberals conclude that to guarantee that people will enjoy their liberties and have positive liberty, citizens need legal guarantees that they will be supplied with adequate resources.
	In response to the Marxist critique, classical liberals traditionally argued that negative liberty exhausted the concept of liberty.  Any other use of the terms “liberty” or “freedom” were confused and illegitimate.  They pounded the table and insisted that liberty is liberty, not power.  Isaiah Berlin and F. A. Hayek believed that identifying positive liberty as a genuine species of liberty would automatically license an extensive welfare state, a (possibly intrusive) social democracy, or even socialism, because such regimes offer legal guarantees that citizens would enjoy positive liberty. (Berlin 2000; Hayek 1960, 16-19) Marxists and high liberals of course agree that anyone who believes positive liberty is important is thus committed to some sort of social democratic or socialist basic structure.
	Neoclassical liberalism holds that all sides to this debate are mistaken.  Classical liberals are mistaken for rejecting positive liberty as a genuine species of liberty.  Classical liberals, Marxists, and high liberals are mistaken for believing that a commitment to positive liberty automatically entails a commitment to an extensive welfare state, social democracy, or socialist economy.
  	Neoclassical liberalism concurs with Marxism that citizens should have the effective means to exercise their wills, to do as they please (provided they do not violate other citizens' rights), and to lead their conceptions of the good life.  Neoclassical liberals agree with high liberals that citizens should have the effective means to face each other as free and equal.
Neoclassical liberals argue that negative liberty matters in part because, historically, protecting negative liberties has been and will continue to be the most important and effective way of promoting positive liberty. (Schmidtz and Brennan 2010; Brennan and Schmidtz 2010) Thanks to economic, cultural, and scientific growth, a typical citizen of a Western nation today enjoys far more positive liberty than a medieval king.  This growth did not occur because a government declared or legally guaranteed that it would occur. It occurred because Western countries adopted functional background institutions, institutions that, over time, gave citizens the incentives and means to promote positive liberty through their commercial, literary, scientific, and cultural activities. (Rosenberg and Birdzell 1986; North and Thomas 1976; Cameron and Neal 2003; Maddison 2007) In practice, promoting positive liberty does not come at the expense of negative liberty, as Berlin worried.  Instead, positive liberty is promoted by respecting negative liberty.
           Do we want government to issue legal guarantees that all citizens will enjoy positive liberty?  It depends on what happens when government issues guarantees.   There is a difference between guaranteeing as rendering inevitable (as when an economist says setting the price of milk at a penny would guarantee shortages) versus guaranteeing as issuing legal declarations that the government intends to produce a result.
	Clearly, guaranteeing something in the latter sense is no real guarantee.  (The No Child Left Behind Act legally guaranteed no child would be left behind, but some children have been left behind nevertheless.) If we want to know whether governments ought to issue legal guarantees, we need to know how well such guarantees will work. If we give government the power to promote some valuable end, there's no guarantee government will use that power competently (and thus succeed in promoting that end).  There's also no guarantee that the people in government will use that power for the intended end, rather than some private purpose of their own.  According to neoclassical liberals, legal guarantees are instruments, to be judged in context by their effectiveness at promoting social justice.  A commitment to substantive outcome does not automatically commit one to any particular legal instruments.
	Neoclassical liberals contend that classical liberals had no good reason for disavowing positive liberty.  Classical liberal’s real opposition was to socialism, not to positive liberty.  Hayek rejects socialism in part because he believed it would tend to be tyrannical.  Yet Hayek’s main argument against socialism is that it would not actually make people richer, happier, healthier, and better able to live out their conceptions of the good.  Though Hayek thought that calling power positive liberty is a mistake, the main thrust of his work is this: Given human fallibility, if you care about positive liberty, you should prefer classical liberal institutions to the other feasible alternatives.
	Neoclassical liberals embrace positive liberty.  They hold that it is important that citizens be positioned to make effective use of and enjoy their liberties.  Compared to high liberals, neoclassical liberals are skeptical of the real-world capacity of extensive welfare states, social democracy, and especially liberal socialism to promote positive liberty.[endnoteRef:15]  Neoclassical liberals argue that the historically best means of promoting positive liberty has been to protect negative liberties.  Neoclassical liberals tend to argue that if citizen’s political, civil, and economic rights are protected, then over time there will be scientific, cultural, and economic progress that will benefit everyone and promote everyone’s positive liberties. (Schmidtz and Brennan 2010, 30-207; Brennan and Schmidtz 2010) Protecting negative liberties doesn’t render such progress inevitable, but then nothing else does either. [15:  Note that “social democracy” is not all one thing.  We might distinguish between the social insurance state and the regulatory state.  Denmark, for example, has significantly less constrained and regulated markets than the United States, but provides more social insurance.  See, e.g., the Heritage Foundation’s ranking of countries by levels of economic freedom, available here: http://www.heritage.org/index/Ranking.  Note that Denmark ranks higher (often greatly) than the United States on business freedom, trade freedom, monetary freedom, investment freedom, financial freedom, property rights, and freedom from corruption.  It is approximately equal on labor freedom.  If the Heritage Foundation did not count government share of GDP (which is high in Denmark due to welfare spending) as counting against economic freedom, then Denmark would rank as having much more economic freedom than the United States overall.] 


III.  EQUALITY VS WHAT ACTUALLY MATTERS	
Material egalitarianism is the doctrine that all members of a society ought to have approximately the same income or wealth.  High liberals have come to recognize the dangers of material egalitarianism—in particular, that it leads to the “leveling down objection” or that it might valorize the morally dubious sentiment of envy.[endnoteRef:16]  In light of such worries, high liberals have become skeptical of egalitarianism, and most will insist that they are not egalitarians per se.  Nonetheless, they continue to recognize some pull toward material egalitarianism, in particular, because they tend to regard material egalitarianism as a moral baseline from which departures must be justified. [16:  Freiman 2011 summarizes the leveling down objections as follows: “Insofar as justice demands equality, we have reason to favor policy that worsens the better off and betters none.”] 

Neoclassical liberals are unambiguous in their rejection of material egalitarianism. On the neoclassical view, material egalitarianism has no moral pull in itself.  Imagine two societies, A and B.  In both societies, the civil, political, and economic liberties are fully protected, everyone enjoys fair equality of opportunity, everyone has enough, and everyone has high levels of welfare.  However, B is more egalitarian than A in its distribution of basic goods.  Many high liberals would regard this as presumptive grounds for favoring B over A, but neoclassical liberals would not. (Schmidtz 2006a, 114-119; Schmidtz 2006b) We might say that neoclassical liberals believe there is no moral remainder to material egalitarianism: it is not (normally[endnoteRef:17]) a baseline from which departures must be justified, nor is it morally desirable all things being equal.  Instead, neoclassical liberals see material egalitarianism is beside the point. [17:  Schmidtz 2006, 109-113, argues that some cases (such as when two people arrive simultaneously at a resource upon which neither has a prior claim) call for equal shares.] 

A material egalitarian might say, “Some are rich and some are poor, so we should try to be more equal.” A neoclassical liberal would claim, “The problem isn’t that some people have more; it’s that some people don’t have enough.  The poor of the third world die of starvation, not inequality.” Neoclassical liberals are not material egalitarians, but instead to welfarists, sufficientarians, and/or prioritarians.[endnoteRef:18]   [18:  See articles in this volume: “Distributive Justice,” by Richard Arneson, and “Equality,” by Elizabeth Anderson.] 

Welfarism is the thesis that part of what justifies social institutions is that they promote most people’s welfare.  For instance, David Schmidtz argues that prima facie, social institutions are good when they promote the welfare of most members of society, without exploiting members whose welfare isn’t promoted. (Schmidtz 1995, 158-166[endnoteRef:19]) (Neoclassical liberals would add here that whether a commitment to welfarism in turn suggests a commitment to a welfare state depends in part on what degree a welfare state, as compared to the alternatives, actually succeeds in promoting welfare.)  Sufficientarianism is the thesis that all people should have enough to lead minimally decent lives.  Neoclassical liberals advocate market democratic institutions in part because they believe these institutions will tend to satisfy this condition of material adequacy. Prioritarianism is the doctrine that when considering changes to current institutions, all things being equal, we are required to give more weight to the worst off members of society than the better off members.   [19:  See also Schmidtz and Freiman’s (apparent) endorsement, in this volume, of what they call the “precursor” to Rawls’s difference principle.] 

	Neoclassical liberalism holds that welfarism, sufficientarianism, and prioritarianism capture all of the moral force of egalitarianism.  If welfarist, sufficientarian, and prioritarian goals have been met, from standpoint of social justice, egalitarianism has no remaining attraction. Neoclassical liberals agree that a fair and just society gives everyone a stake in that society.  A just society has institutions which ensure, as much as possible, that everyone has the resources needed to be a free person.  (Recall that to ensure an outcome means to find institutions which produce the outcome, not necessarily to issue a legal guarantee of that outcome.)  Still, the goal of society is to make everyone well off, not to make them equal.  On this view, at best, material equality matters only when it is liberating or tends to make people’s lives better. 
Some (though not all) high liberals and others argue that equality of resources is necessary in order to make sure everyone has equal opportunity to exercise political influence. (Rawls 2001, 139; Christiano 1996) They worry that unequal resources will lead to the rich seizing too much political power for themselves. High liberals contend that to guarantee that all citizens enjoy the fair value of their political liberties, they must have approximately equal resources. (High liberals hold that citizens enjoy the fair value of political liberty only when they each have strongly equal power and influence over the political process. ) Call this the political liberty argument for material equality.
Gerald Gaus responds that the political liberty argument for material equality relies upon empirical claims, claims which high liberals have not supported by empirical evidence, and which, Gaus argues, the evidence actually speaks against. (Gaus 2010) Using several different data sources and rankings of material inequality, political inequality, political openness, and political participation, Gaus argues that there is no correlation between material equality and the low value of political liberty.[endnoteRef:20] [20:  See the article, “Money and Politics,” by Tom Christiano in this volume. Note also that the political argument for material equality is in tension with public choice theory.  Public choice holds that rent-seeking and power buying occurs not because citizens have unequal resources, but because they have unequal potential to receive concentrated benefits from government.  See Mueller 2003, 333-358.] 

High liberals hope to prevent domination by empowering political bodies to design programs aimed to equalize the holdings of citizens. But this solution itself exposes citizens to dangers of political domination.[endnoteRef:21] Neoclassical liberals share the high liberal concern that citizens be protected from political domination. As a matter of constitutional design, neoclassical liberals remove many divisive economic issues from the legislative agenda and thus limit the attractiveness of buying power. The approach of the neoclassical liberals, we might say, is ex ante; that of the high liberals, ex post.[endnoteRef:22]  [21:  The middle class savings programs of property owning democracy, for example, require some political body decides precisely who qualifies for those programs, what benefits they offer, and who pays. ]  [22:  Note that the different approaches here result more from differing empirical beliefs than from differing moral commitments.] 



IV. METHODS OF SOCIAL CONSTRUCTION
Classical and neoclassical liberals believe many social goals are best pursued indirectly, in particular, through spontaneous orders. (Schmidtz and Brennan 2010; Hayek 1960; Hayek 1973; Hayek 1976) A commercial market is a paradigm of a spontaneous order. The production of the most ordinary commercial good—a lowly pencil—requires the mobilization of a staggeringly complex system of actors: foresters, miners, sailors, metallurgists, chemists, gluers, accountants and more.  Literally “no person on the face of this earth” knows how to make a pencil from scratch, yet pencils are produced. (Read 1958) The market mobilizes the army of people who make the pencil, but not one plays the role of general.  The cooperative system that produces pencils is a product of human action but not of human design.  Most people involved in making pencils have no idea they are doing so. Classical liberals have long been enthusiastic defenders of markets because of their productive capacities.
Recently, forward-looking thinkers of the left have expressed a greater openness to market society. As Jeremy Waldon puts it, “nobody today seriously imagines an economy either at the national or international level in which private property and markets do not loom large.” (Waldron 2011) Even when accepting a role for markets, however, most high liberals remain “reluctant capitalists.” (Dworkin 1985, 196)
	Some high liberals are skeptical of markets not because they think markets are ineffective means to producing desired ends but because they think markets are the wrong way to produce desired ends.  High liberals say that it’s not enough that good outcomes occur. Such outcomes must occur intentionally, an expression of our will as group with a common aim. Markets, according both to their friends and foes, are paradigmatically places where no one person or group of people has deliberate control over the outcomes.  For example, F. A. Hayek claims that markets are a type of human order that produces ends, but without any act of human will directed toward that end. Hayek says that markets thus cannot be said to serve any particular end or a purpose. (Hayek 1976, 14-15)
	Neoclassical liberals, however, need not accept Hayek’s claim that markets lack a purpose. Human beings create markets, and in particular they create the background institutions that sustain and enable well-functioning markets. For instance, people can create (through deliberate political means) the rule of law, open access law courts, and properly designed property rights, on the expectation that when these institutions are in place, the market will then achieve social justice.  In this case, a deliberate order creates and/or sustains a non-deliberate, spontaneous, emergent order for the purposes of producing social justice. Tomasi 2012a) Indeed, neoclassical liberals think that markets are a morally superior method of social construction. They see private economic liberties as among the basic liberal rights, essential preconditions for the exercise and development of the moral powers of liberal citizens. Neoclassical liberals embrace capitalism not reluctantly but with moral enthusiasm.  

V. SOCIAL JUSTICE
Opposition to social justice has long been a fixed premise of the classical liberal and libertarian traditions. (Hume 1983, 27-29) F.A. Hayek argues that “justice” applies only to the products of deliberate human will. But a free society is a spontaneous order rather than a made thing: the overall distributions emerge as a product of human action but not of human design. Nozick rejects the whole “redistributive” approach to justice: “There is no more a distributing or distribution of shares than there is a distributing of mates in a society in which persons choose whom they shall marry.” (Nozick 1974, 149-50)
Still, we find ingredients of social justice within the views many classical liberals. Adam Smith’s critique of mercantilism is founded upon a concern for the working poor. Smith measures the wealth of a nation not in terms of aggregate product but in terms of the substantive opportunities for success enjoyed by all. (See Smith 1983, 567; Smith 1982a, 83, 343; Smith 1982b, 91). Recent classical liberals, such as Richard Epstein and Milton Friedman, likewise allow a variety of limitations on strict economic liberty as a response to social concerns: tax-funded assistance for the orphaned, the homeless and the unemployed; tax-funded supplement in pursuit of the goal of quality education for all, etc.
Even Hayek’s attitude toward social justice is ambiguous. Hayek claims that differences between Rawls’s and his views of justice are “more verbal than substantial.” (Hayek 1976, xiii) Hayek says there exists “a genuine problem of justice in connection with the deliberate design of political institutions.” (Hayek 1976, 100) While regretting that Rawls uses the term “social justice” to refer to that problem, Hayek states that he has no basic disagreement with Rawls’s idea that justice could serve as an (process-independent) standard of evaluation of a society’s basic social institutions. (Ibid) 
Neoclassical liberalism emerges against this background. Neoclassical liberals seek to provide a philosophically rigorous account of the traditional classical liberalism platform: thick economic liberty for all, limited government, a range of basic social service programs funded by taxation, and a foundational concern for the material well-being of the poor. Neoclassical liberals embrace social justice, seeing it as a standard that enabling them to capture and clarify the moral ideals that have long undergirded classical liberalism.
While committed to thick economic liberty, neoclassical liberals positively affirm social justice (or social justice-like concerns).  For example, using many of Rawls's own economic premises, Jason Brennan suggests that market based societies are more likely to achieve social justice than Rawls’s preferred regimes (such as liberal socialism, especially in its no-growth formulations).  For Brennan, however, this is not a reductio or taunt. Brennan’s worries spring from a concern about how best to exposit (and realize) values that he shares with high liberals. Thus, “Modern egalitarian liberals often correctly identify the test of a flourishing society: the end or minimizing of domination, poverty, and medical want, and the spread of education, opportunity, peace, and full political autonomy.” (J. Brennan 2007, 288)
David Schmidtz is among the most prominent contemporary defenders of limited government and thick economic liberty.  Schmidtz affirms core ideas within Rawls’s conception of justice. Central among these is the idea that social institutions must benefit all classes of contributors, including the worst off. Schmidtz writes:  “Rawls’s most central, most luminously undeniable point is that a free society is not a zero-sum game. It is a mutually advantageous cooperative venture.” (Schmidtz 2006a, 196) In Schmidtz's view, one of the principle ways of deciding among competing conceptions of justice, as well as competing conceptions of social morality more broadly, is by asking how those conceptions would facilitate people living well, in conditions of peace, prosperity, and opportunity. (Schmidtz 2006a, 9-12; Schmidtz 1995, 155-211) Schmidtz calls justice as fairness “a vision with grandeur” and urges readers to focus positively on the insights in the Rawlsian account. (Schmidtz 2006a, 195-6)[endnoteRef:23] [23:  In particular, Schmidtz (2006a, 195-6) agrees that “we judge a society [in part] by asking whether it is good for all of us, whether it truly is a land of opportunity, and by looking at the quality of life obtained by its nonprivileged members.” ] 

Gerald Gaus’s work primarily concerns what it takes for institutions and principles to be publicly justified.  Because there is reasonable disagreement over what human welfare is, and over welfare goals a government should pursue, Gaus rejects straightforward appeals to welfare as public justifications of principles of justice or of social institutions. (Gaus 1998) Still, Gaus holds that for a set of institutions, including property rights, to be publically justified, requires that all bound by the norms have a stake in them. Gaus argues that property rights meet this test. (Gaus 2010) Simultaneously, for Gaus, it is this concern for public justifiability---not efficiency or beneficence—that justifies a social minimum. (Gaus 2010, 237; Gaus 1999, 117-196)
John Tomasi (2012a) proposes a hybrid view he calls market democracy. Market democracy combines a classical liberal commitment to economic liberty with a high liberal commitment to fair shares. Rather than grounding economic liberty in a principle of efficiency, self-ownership, or liberty, market democracy defends thick economic liberty as a requirement of democratic legitimacy. If citizens are to be capable of endorsing the basic rules governing their political life, they need the protection of certain rights and liberties that allow them to develop their evaluative horizons. Thick economic liberties enable citizens most fully to develop the moral powers they have as responsible self-authors. (Tomasi 2012b) The ideal of responsible self-authorship also leads market democracy to affirm a prioritarian account of distributive justice. Unlike traditional forms of classical liberalism, market democracy is enthusiastic about ideal theory. Market democracy identifies a range of ideal market-based regime-types—most notably a regime called “democratic limited government”—that realize social justice. Market democracy is challenge to the high liberal claim of evolutionary primacy. Compared to traditional high liberal views, Tomasi argues, market democracy offers a more complete realization of the liberal commitment to treat citizens as free and equal self-governing agents. Neoclassical liberalism is a higher form of liberalism. 

VI.  IDEAL THEORY AND THE FACTS
Many high liberals think political philosophers who study institutions ought to employ what Rawls calls “ideal theory.” [endnoteRef:24] (Rawls 2001, 135-40) The best way to characterize ideal theory is disputed.[endnoteRef:25] Still, on one prominent interpretation, ideal theory, concerns asking what institutions would best realize justice under these four conditions: [24:  We do not mean to say that all high liberals work exclusively or even mostly at the level of ideal theory.  In fact, some of the most prominent critiques of ideal theory come from high liberals like Amartya Sen and David Miller.  Whether some libertarians, such as Nozick, should be seen as working at the level of ideal theory is a question we leave open.]  [25:  See the article, “Ideal Theory,” by Swift and Stemplowska in this volume.] 

1. People have as strong a sense of justice as humanly possible.  
2. Everyone is competent to play his or her role.
3. The basic institutions of society achieve their announced public aim. (Rawls 2001, 137, §41.3)
4. There are favorable background conditions, e.g., not too much scarcity to make society impossible.
Classical liberals typically balk at ideal theory. (E.g., Schmidtz 1995, 183) Classical liberals say that since the first three conditions of ideal theory are unrealistic, ideal theory provides no moral guidance.  There is no point in asking what dinners Utopia’s kitchens will serve.  
However, many high liberals contend that the classical liberal rejection of ideal theory is mistaken. Political philosophers are concerned to identify and characterize just political regimes. The goal of political philosophy is to describe how a society ought to function, not to describe how it fact functions. Philosophers are thus allowed to imagine societies in which no one free-rides on or takes advantage of social institutions. (Rawls 2001, 137) Expanding on Rawls’s idea of a “realistic utopia,” David Estlund argues that the proper domain of normative thinking about politics lies between what Estlund calls “complacent realism” and “moral utopianism.” (Estlund 2008, 258-275) Complacently realist views concede too much to the way things currently happen to be; moral utopian views ask for thing that fall outside the domain of the possible. Even if the conditions of ideal theory are unattainable due to human moral or cognitive limitations, this does not make the institutions selected at the ideal level of theorizing any less intrinsically desirable.  As G. A. Cohen has said, grapes are not rendered any less tasty just because they are out of reach. (Cohen 1995, 256)
Neoclassical liberals ask: what if we apply these same standards to classical liberal institutional forms? Many worries about capitalism vanish under ideal circumstances, just as worries about democracy vanish under ideal circumstances.  After all, neoclassical liberals positively affirm social justice as the ultimate standard of institutional evaluation. So neoclassical liberals advocate capitalist institutional arrangements as requirements of social justice. If, when advocating enthusiastically capitalistic forms, neoclassical liberal aim at social justice, and if those capitalistic forms can satisfy the same ideal theoretic standards of feasibility that high liberals apply when evaluating their own preferred institutional forms, then the enthusiastically capitalistic institutions of neoclassical liberalism satisfy the ideal theoretic requirements of social justice.[endnoteRef:26] Those capitalistic institutions must be recognized as socially just or—as some neoclassical liberals argue—as more socially just than the institutions favored by traditional high liberals.  [26:  For an argument about the feasibility of capitalist arrangements with respect to the requirements of distributive justice, see Shapiro 1995.] 

Notice that the neoclassical affirmation of social justice, especially when combined with an acceptance of ideal theoretic forms of institutional analysis, disrupts the traditional high liberal arguments against laissez-faire capitalism or the “system of natural liberty.” For example, a familiar argument against capitalist regimes is that, lacking the host of institutional guarantees of left liberal regimes, capitalist regimes allow unjust inequalities to arise. Rawls, for example, deems laissez-faire capitalism unjust because it “secures only formal equality” and “aims for economic efficiency and growth constrained only by a rather low social minimum.” (Rawls 2001, 137)
Whatever force this objection may have had against traditional defenses of classical liberalism, it immediately becomes ambiguous when directed at neoclassical liberalism. Neoclassical liberalism, after all, can share many of the same moral ambitions as the high liberals. Thus, morally speaking, neoclassical liberalism “allows” only distributions that satisfy some externally generated standard, just as the high liberals do. As a practical empirical matter, of course, every regime can fail to generate the social conditions for which they were designed (and the presence or absence of formal institutional “guarantees” do not change this practical fact). (Schmidtz 1997) Indeed, on that practical level, some neoclassical liberals argue that high liberal regime’s such as market socialism have a history of “allowing” greater injustices—most notably with respect civil liberties favored by all liberals—than do more enthusiastically capitalistically ones. (Gaus 2010, 251-8, 274-5) But the more important point is the moral one. If property owning democracy and democratic constitute “realistic utopias” then so do the laissez-faire forms advocated by neoclassical liberals. Indeed, compared to the regimes advocated by high liberals, the enthusiastically capitalistic institutions advocated by neoclassical liberals are simultaneously more utopian and more realistic.
	 
VII.  CONCLUSION
Twenty-five years ago, high liberal scholars could discharge their responsibility to allow students to consider market-affirming alternatives by including a unit on Nozick on their syllabi. After all, libertarianism was widely accepted as the cutting-edge exposition of pro-market liberalism. The emergence of neoclassical liberalism has changed this state of affairs.  Unlike traditional libertarians, neoclassical liberals do not set up camp across a conceptual river that high liberals can only approach by leaving behind their own cherished political intuitions. Instead, neoclassical liberals have themselves crossed the river. They seek to engage high liberals in foundational debates on the basis of shared moral premises. 
The stakes are high. Is liberalism a doctrine of limited governmental power and wide individual economic freedom, or a doctrine that calls for expansive government involvement in the daily lives of citizens, most notably in economic affairs?  To adjudicate this dispute, neoclassical liberals do not ask high liberals to abandon their own premises and convert to those of their political rivals. Rather, neoclassical liberals invite high liberals to join them in looking more deeply into the meaning and nature of premises they share.
As we see it, there are three philosophical issues that might be clarified through discussions between neoclassical liberals and high liberals.  First, high liberals have a tendency to believe that material and social equality matters for its own sake, whereas neoclassical liberals are more likely to believe that equality is a distraction from the real ends of social justice.  Second, many high liberals view the political liberties as being especially important, and thus believe it is morally imperative to have a strongly participatory democracy with a wide scope of power.  Some neoclassical liberals view this position as contamination from Rousseau (or from what Benjamin Constant called “the liberty of the ancients”) rather than a part of a genuinely liberal theory. (Brennan 2007, 288-9)  Third, neoclassical liberals hold that economic liberties have the same weight and wide scope as the civil liberties, whereas high liberals advocate a platform of economic exceptionalism. In every case, what generates these divergent tendencies? What deeper (subterranean) moral commitments lead high liberals to answer in one way and neoclassical liberals to answer in the other? Which way of adjudicating each dispute might best fulfill the common liberal commitment to respect citizens as free and equal self-governing agents?  These are questions neoclassical liberals have placed on the philosophical agenda.
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