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Note to the
Second Edition

he first edition came out in late 2006, before the 2008 presidential

campaign in the United States, the beginning of the Great Recession,
and the passage of health reform. All three bore on the central theses and
concerns of the book.

European social versus American free-market capitalism emerged as
a background theme of the presidential campaign. Republicans accused
the Democrats of having a socialist agenda, by which they meant adopt-
ing European-style reforms. Hedzig Herzman, writing in the New Yorker,
captured the Republican insinuations: “The dystopia [John McCain] ab-
hors is not some North Korean-style totalitarian ant heap but, rather, the
gentle social democracies across the Atlantic, where, in return for higher
taxes and without any diminution of civil liberty, people buy themselves
excellent public education, anxiety-free health care, and decent public
transportation.”! But rather than defending the idea that there might be
something useful to be learned from European experiences with similar
problems, the Democrats defensively denied any such intentions. In a
kind of “Who, me?” reaction, they denied being Europhiles and certainly
denied being guilty of being socialists.

Democrats knew the political lessons of American exceptionalism.
Never admit to looking to other countries for ideas on how to reform
your own. It is an attitude that has cost the United States dearly in social
progress. It relies on keeping substantial parts of the public believing
that they have the best possible living standard in the world, when they
do not.

vii



viii Note to the Second Edition

At the same time, those who work in policy studies routinely look to
the experiences of other countries for ideas. They know that other coun-
tries have more successfully addressed a number of central social prob-
lems that continue to plague the United States. This book is an example.

When the Great Recession hit (see the new afterword for this edition),
a few writers such as Paul Krugman in the New York Times looked at how
Europeans were coping, compared to Americans, given their much more
developed social safety nets. But most did not.

The contentious national debate over health care could not avoid some
references to European and Canadian experiences at successfully insur-
ing their whole populations at lower costs. But as the bills developed,
American exceptionalism seemed to dominate discourse: Americans
would solve—or not solve—it in their own way. The results of that effort
are described and analyzed in chapter 13. Suffice it to say for now that
even when health reform is fully implemented, the American system will
still pale in comparison to European ones in terms of coverage, costs, and
outcomes.

I have updated this edition with the latest available statistical information.



Preface

mericans would have been stunned by the headline in a Spanish

newspaper: “Government Wants to Convert Assistance to Depen-
dent Persons into the Fourth Pillar of the Welfare State.”! At a time when
entitlement programs had long been in the crosshairs of American public
policy, with both the Democratic and Republican parties attacking them
as wasteful, unaffordable, and ill conceived, the government of Spain, a
country in the second rank of European prosperity, was precisely intend-
ing to build an entirely new major one. More revealing still was that the
newspaper used the concept “welfare state” as a noncontroversial fact of
life, unlike in the United States where it connotes a negative state of af-
fairs to be avoided at all costs.

Americans have been trained to shudder at the very idea of a welfare
state. As individualists, they find the thought of accepting public assis-
tance repugnant, a sign of failure. Europeans, on the contrary, view a wel-
fare state as being a benefit to all members of society. Middle- as well as
lower-class persons benefit from free health care, and everyone benefits if
the welfare state insures social cohesion and peace in the population. The
U.S. abhorrence of developing an extensive welfare state is directly related
to its having the highest murder and crime rates in the western world.
Instead of investing in a welfare state, it invests in a prison system, with
the result being that it now has the highest incarceration rate in the world.

European social programs provide safety nets so that downturns in eco-
nomic life, such as unemployment, or in physical life, such as accidents and
sickness, are not economically ruinous. But if Europe finds virtue in gov-
ernment programs providing basic social security, the United States finds it

ix
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in the opposite: insecurity. It has a system of minimal social safety guards,
seeming to believe that the fear of economic ruination propels economic
productivity from its citizens.

One of the consequences of the American culture of economic and so-
cial insecurity is a national obsession with getting rich quick through win-
ning lotteries or the hope that opportunity will come knocking in the form
of getting rich through a successful lawsuit. The heightened litigiousness
of the United States results in its having the highest per capita number
of lawyers in the developed world.> Becoming rich, aside from dramati-
cally improving material living standards, is the surest way to escape the
country’s omnipresent economic and social insecurity.

At the same time Americans, and those attracted to the American
model in Europe, point to the double facts that the U.S. economy has
been growing at a faster rate than the European economy and that it has
a lower rate of unemployment. They interpret these facts as proof that the
extensive European welfare state has weakened economic performance.
They argue further that the high taxes necessary to support the welfare
state divert capital from private investment and provide a disincentive for
Europeans to work hard.

These arguments, though, are built upon a fundamental fallacy: that
growth of the gross domestic product (GDP) is a perfect measure of a
society’s economic and social performance. GDP is a measure of the total
goods and services produced within a society. It does not, however, dis-
tinguish between useful and harmful goods, or between necessary and
unnecessary ones. If I suffer a robbery and then go out and spend a lot
of money on security devices for my house, GDP grows. But we would
hardly say that something good has happened. If I spend a lot of money
at fast-food restaurants on supersized meals and then have to spend even
more money to pay for the negative consequences to my health, GDP
grows. But we would hardly say that it has grown for good reasons.

Just as a body can grow a cancer that threatens its overall health and
survival, consumerist societies can grow in ways that are not socially
healthy. Faster rates of GDP growth may produce more employment,
but the question is employment doing what? If it is employment that is
fulfilling to workers and socially useful to society, it is one thing. If it is
employment at unfulfilling jobs that produce harmful or wasteful goods
or services, it is quite another.

Economic growth, thus, in and of itself is not a panacea. It is the type
of growth that counts. Societies can take either a laissez-faire approach to
economic growth or one that attempts to guide it as much as possible in
the public interest.

This is a book about different approaches—primarily American and
European—to solving major social problems through the development
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of relevant social policies. While a major theme is to point out the much
greater development and, I believe, advantages of European approaches
over the approach of the United States, I do not wish to imply that these
are stark night-and-day differences.

There are clear overlaps between the approaches, with some American
programs—most notably the Social Security system—being appropriate
bases for developing a more comprehensive and adequate set of social
programs in the United States. The issue is not to develop a European
approach in the United States. Rather, it is primarily to build on some of
the programs and principles already in place so as to bring the United
States up to western world standards of health care, family support, pov-
erty reduction, and other social programs designed to deal with common
outstanding social problems. If Europeans can develop social programs
that are successful in diminishing social problems, so too can Americans.

Not so long ago, those of us brought up during the Cold War years saw
the future in terms of capitalism versus socialism. Surely, 1989, a histori-
cal year, changed all of that. The disintegration of most of the “actually
existing” socialist countries has removed socialism as a viable option for
completely reorganizing societies for at least the near future. That does
not mean, however, that socialism is dead. Who knows whether at some
point in the years ahead it may reemerge as an alternative socioeconomic
system? For the present, though, the competition has shifted from capital-
ism versus socialism to competition between alternative models of capi-
talism—between capitalist societies with comprehensive welfare states,
as represented by those in Western Europe, and those with weak ones, as
represented by the United States. It is a competition between models that
allow socialist, or at least semi-socialist, solutions to capitalist problems
and those that doggedly insist on maintaining or attaining as pure a capi-
talism as possible. If socialism is off the present world stage as a complete
model, it still has a role to play in terms of developing ways to humanize
capitalism as much as possible and perhaps preparing the way for some
future development of a humane, prosperous, and democratic socialism.

I was fortunate to have the help of a number of people during the
research on this project. Maria Asuncién Merino Hernando and Elda
Evangelina Gonzalez of the History Institute at the Consejo Superior de
Investigaciones Cientificas in Madrid arranged for and generously helped
me at every step during a two-month stay to work on this book. Csaba
Szalo and Radim Marada of Masaryk University in the Czech Republic,
at their annual conference on Conflict in Identities/Identities in Conflict,
gave me an opportunity to expound and discuss the ideas in this book
before Eastern Europeans. The Salzburg Seminar in Salzburg, Austria,
subsidized a large part of my expenses to attend an important gathering
on European migration issues. The text greatly benefited from the careful
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reading and suggestions of Levon Chorbajian. Through all of this I was
helped in direct and indirect ways by friends who lent critical ears: Tim
Black, Corey Dolgon, Mary Erdmans, Carolyn Howe, Jerry Lembcke, and
Robert R. J. Ross. I have also derived valuable advice from my colleagues
at Eastern Connecticut State University who have been participants in
our ongoing research brown-bag meetings: Dennis Canterbury, Erica
Chito Childs, Kimberly Dugan, Mary Kenny, Margaret Martin, Eunice
Mathews, Andrew Nilsson, Ricardo Pérez, and Theresa Severance.



Introduction: From Social
Problems to Social Policies

Human beings are problem-solving animals. Our days and biog-
raphies are filled with struggling to solve the problems of our
existences. If it snows, we must shovel to get out the door. If sickness
strikes, we must find a way to get well. We seek continually to resolve
our small and large, routine and not so routine problems. But we never
reach a plateau of a problem-free existence. For sure, we can resolve
certain problems and lessen others, but we will never be without
problems until we are dead. To live, then, is to struggle to resolve the
problems of our existences.

When individuals face certain types of common problems that arise out
of their interrelationships, we speak of social problems. Individuals may
then join together in community groups or societies as wholes to address
and solve such social problems as poverty, ethnic conflict, family break-
down, and drug abuse. The histories of societies, like the biographies
of individuals, are filled with struggles to resolve the basic problems of
their existence. And as with individuals, societies may resolve certain
problems and lessen others, but they will never completely eliminate their
problems. As each society evolves or changes, so too does the nature of its
social problems. What remains constant is that there will always be social
problems, for human beings are a problem-solving species.

Do humans, though, have the mental capacity to rationally identify
and think out solutions to their common social problems? Are humans
imbued with enough reason for the task? Or are human beings funda-
mentally irrational, doomed to only make matters worse by attempting
to resolve their social problems? There has been a long and contentious
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2 Chapter 1

debate—the subject of chapter 2—over these issues in history and social
thought.

Assuming for the moment that humans do have sufficient abilities to
develop reasonable understandings of their common social problems,
the question becomes one of how they go about identifying the central
problems of their societies and proposing ways to resolve them. What
people see as problematic within a society to a large extent depends upon
how their minds have been trained to see. A racist sees no problem with
racial prejudice and discrimination. Advocates of racial equality see it
differently. How one perceives, then, is often as important as what one
sees when it comes to the analysis and understanding of social problems.

STRUCTURAL CONTEXTS

All social problems occur within given structural contexts of historical
background, technological stage of development, and socioeconomic
system. These contexts may cause the very existence of particular types
of social problems. In all cases they determine many of the problem’s
characteristics.

By historical background, it is meant that knowledge of how particular
social problems have developed over time is essential. The problems of
inner cities in the United States, for example, have developed historically
according to particular logics in which immigration, both of foreigners
and domestic rural populations, and emigration of middle classes to sub-
urbs have played definite roles.

Technological stage of development refers to the movement in recent cen-
turies from agriculturally based to industrially based societies, and then
to what some call the postindustrial societies of Europe and the United
States.! Industrialization, beginning in the late 1700s, remolded the so-
cial institutions of Europe and then spread to other parts of the world.
With it came the elimination of certain types of social problems and the
creation of new ones, including those associated with the development
of large cities, itself caused by the location of industrial factories there.
As third-world societies today are being transformed from agricultural
to industrial technological bases, they are experiencing a number of the
social problems that Europe and the United States went through when
they were initially industrializing, including crowded cities and chaotic
housing conditions. Among the responses to these social problems is
migration, legally or illegally, to Europe or the United States, which then
generates new social problems as well as opportunities for the migrants
and receiving societies.
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Socioeconomic system refers to the type of economic and social class sys-
tem that is in place. In the twentieth century, that meant capitalist or social-
ist. The ending of Eastern and Central European socialist societies by the
early 1990s, and the implementation of market reforms in China and other
remaining socialist societies, resulted in a largely capitalist world economy.
But there are still differences between types of capitalist societies.

Western Europe and the United States today represent different mod-
els for structuring high-income capitalist societies. The balances between
state (or public) and privately based economic sectors are different, with
the state having a much greater role in economic activities in Europe than
in the United States. European societies have large welfare states that
socialize key consumption expenses such as health, retirement, and child
care for their populations, while the United States attempts to minimize
such public expenditures.

SOCIAL THEORY AND IDEOLOGY

If how we see is, consciously or not, built upon theoretical assumptions
that we hold about the nature of social reality and how to understand that
reality, then issues within social theory necessarily enter into the study of
social problems. Philosophic, psychological, and in some cases originally
religion-based theoretical assumptions of what human beings are capable
of—the subjects of chapters 2 and 3—define or limit the extent to which it
is believed possible to fully resolve central social problems. If a person be-
lieves that human beings are innately aggressive, as Sigmund Freud did,
then he or she is likely to also believe that violence, up to and including
war, can at best be reined in but never abolished. If a person believes, fol-
lowing Jean-Jacques Rousseau’s dictum in The Social Contract, that “man
is born free and everywhere he is in chains,” then it becomes possible and
desirable to remove the chains.

Social theory is particularly important in how social problems are per-
ceived—the subject of chapter 4. Certain theoretical concepts and ideas
allow us to penetrate often-misleading surface appearances of social
problems to uncover and reveal their underlying realities. It may be a
commonsense belief that the poor are responsible for their condition. A
theoretical examination of the nature of the society will indicate other-
wise: poverty is better understood as a more structurally than individu-
ally caused condition.

As I hope to make clear, many of the core debates about how to ap-
proach social problems in Europe and the United States have been gener-
ated by critical concepts in the theories of Karl Marx and Emile Durkheim.
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From Marx comes an understanding of the relationship between com-
modification and social problems in capitalist societies, with the implied
notion of decommodification as an antidote. From Durkheim comes the
emphasis on social solidarity, which is the origin of the contemporary
social policy concept of social inclusion.

The relationship between the concerns of social theory and those of the
western political ideologies of conservatism, liberalism, and socialism is
close. Social theory in its most academic guise pretends to be scientific
and nonpolitical. The reality is that both it and ideology draw their ideas
from the common source of western social thought, and both focus on the
nature of the problems confronting societies.

Ideology is an applied form of social thinking. It orients what political
actors struggle to attain. It is the nexus between generalized ideas about
how to treat social problems and the development of relevant state pro-
grams.

SOCIAL POLICY

Once societies have identified their outstanding social problems, they
usually develop relevant public social policies—the subject of chapter 6.
They may also do nothing, choosing a laissez-faire approach or one of
benign neglect. But where public action is taken, there are policy alterna-
tives. Politics—who has power and whose choices prevail—and ideology
inevitably enter into which alternatives are chosen. The goals of social
policy are inherently ideological. From one ideological point of view,
social inequality is an abomination to be eradicated; from another, it is
the carrot-and-stick mechanism that ensures economic progress. Con-
servative, liberal, and socialistically inclined goals motivate the different
policy options.

COMPARING EUROPE AND THE UNITED STATES

When we speak of the approach to a particular social problem in the
United States, it is clear enough what we are referring to, since the United
States is a particular country. But it is not at all that clear when we speak
of a European approach. The European part of the Eurasian continent be-
gins at the Ural Mountains in Russia and the Emba River in Kazakhstan.
It includes forty-four countries or parts of countries, each with its own set
of social policies.

All of these countries, though, are not in our unit of analysis. Rather,
it is what was referred to during the Cold War as the Western European
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countries, which were organized capitalistically and had, along with the
United States and Japan, the world’s highest average standards of living.
They were distinguishable from the communist Eastern European coun-
tries, which had lower average standards of living as well as different
economic and political systems.

What is important for us is that the origin of a model of capitalism with
a comprehensive welfare state began in the Western European countries
and continues to be most highly developed there. It is the model that to-
day represents a sharp alternative to the so-called Washington neoliberal
or neoconservative—terms that mean the same in conventional usage
despite their seeming difference—consensus.

The East-West ideological division died with the end of the Cold War
in 1989. The United Nations classifies the formerly communist countries
as transitional societies—transitioning from socialism to capitalism. They
now represent a lower-income variety of European capitalist societies.
With the exception of Slovenia, none of the formerly European communist
countries are high-income according to World Bank standards, though a
number of them have welfare states as legacies of their communist pasts
that are closer to the Western European than to the American model.

As for the former Western Europe category, it has been supplanted
by the development in the early 1990s of the European Union (EU). The
EU originally comprised fifteen countries. Then in 2004 it expanded to
twenty-five, including some of the formerly communist countries.> Not
all of the original Western European countries are members of the EU,
though. Switzerland and Norway are notable nonmembers. Through all
of these shifting category boundaries, we will keep our focus for com-
parative purposes with the United States on the EU-15, plus Norway and
Switzerland, as the model of advanced capitalist development with a
strong welfare state.

There is an intense struggle occurring over the future of the welfare
state in the post-1989 world order. When American secretary of defense
Donald Rumsfeld distinguished “old” from “new” Europe in the buildup
to the Iraq War, he was attempting to denigrate Western European coun-
tries that opposed Washington’s policy and praising formerly communist
Eastern European countries that supported it. A hidden meaning was that
the Eastern European countries should follow Washington’s leadership
on social policy as well and trim back their welfare states.

Two models of developed capitalism thus confront each other in the
post-1989 world order. High taxes and generous social benefits character-
ize one, and low taxes and minimal social benefits characterize the other.
Beyond these defining differences, there are numerous others in terms
of assumptions and conceptions of social progress. Some of these differ-
ences will be apparent in terms of theoretical and political orientations
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discussed in chapters 2 through 5. Others will become apparent in discus-
sions of overall social policy in chapters 6 and 7, as well as in comparative
treatments of the particular social problems of inequality, poverty, unem-
ployment, family issues, health care, racial and ethnic conflict, and crime,
covered in chapters 8 through 15. In chapter 16, I will summarize with a
list of principles for orienting the approaches to progressive social policy
on both sides of the Atlantic.



The Social Worldview
of Medieval
Christianity as Prologue

Medieval Christian religiosity was impressive with the sway it held
over whole populations, undoubtedly more powerful than the hold
today of religions in either Europe or the United States. This is evidenced
by any trip to an art museum where European paintings earlier than the
1500s are almost exclusively consumed with religious themes. Medieval
artists directed all of their talents toward portraying what was believed
on the basis of faith.

The religiosity of the Middle Ages fits into what Emile Durkheim, the
late nineteenth- and early twentieth-century French sociologist, called a
collective conscience—a belief system of ideas held in common by aver-
age members of a society.! In his analysis, medieval European societies, as
well as other societies in other regions of the world that existed in similar
conditions, required a strong belief system to provide the basis of social
order. That belief system united men and women over large areas when
markets, roads, and other forms of uniting them were lacking.

In the religion-dominated thinking of the Middle Ages, the ethereal
soul was the central identifying characteristic of human beings, with
faith being the basis of knowledge. Though humans could not directly
apprehend the meanings of either one, they provided links, however
mysterious, to God, the source of all ultimate meaning. Men and women
marveled at, rather than sought to understand, the mysteries that en-
shrouded them. Behind them all was a benevolent God. Theology and
philosophy were fused. Human reason played a distinctly secondary role
to faith, used only to deepen understanding of what was understood on
the basis of the latter.?
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From the time of Christ until the fourth century, Christianity had been
an outlaw religion within the Roman Empire, its believers often perse-
cuted. Those conditions affected its core beliefs, which challenged earthly
social and political hierarchies. Shared dangerous living conditions, as
well as deep common religious beliefs, bonded together the outlaw Chris-
tian communities. They willingly endured these ways of life because of
deep beliefs in the righteousness of their movement, and to some extent
they saw themselves as social equals. But when Rome’s rulers embraced
Christianity in the fourth century and made it a state religion, the shared
conditions of illegality and persecution vanished. Under new conditions
of political acceptance, Christians were less likely to live ways of life that
challenged conventional social hierarchies.

Augustine of Hippo, later Saint Augustine, writing from the late fourth
to the early fifth century, is a key figure in the transition of Christianity
from outlaw to state religion. His writings contain much that could be
used to justify acceptance of social hierarchies, though that was not his
primary intent.

Augustine developed the concept of predestination, which had been
briefly mentioned but not elaborated into importance by the Apostle
Paul, to challenge the Pelagian notion that humans had free will to choose
good over evil and thereby obtain salvation. To choose good, according to
Augustine, requires the aid or grace of God. God, though, did not spread
grace equally among humans. This was indicated by the existence of both
good and evil, with different humans practicing more the one than the
other. Since God has foreknowledge of all, it follows that God has pre-
destined which humans will receive grace.? No longer, then, are humans
strictly equal before God, as most early Christians had believed.

Augustine emphasized that human evil began with the Fall and origi-
nal sin, as told in the book of Genesis in the Bible. God created Adam and
then Eve and placed them in the Garden of Eden, an earthly paradise.
Since all was bountiful and blissful in Eden, there was neither good nor
evil. For good to exist, there must be evil against which it is contrasted
and vice versa. God commanded Adam and Eve not to eat from the apple
tree. Eve succumbed to temptation and ate the forbidden fruit and then
enticed Adam to do the same. They went against the commandment of
God—the meaning of sin. Human beings ever since have inherited this
original guilt and sin. Social problems as such arise, not from given social
arrangements, but because of the problematic human condition itself.*

Much more important than the doctrine of predestination for medieval
social assumptions were Augustine’s teachings on celestial and tempo-
ral order. God created the world and existence of humans and all other
organic and inorganic matter with purpose. Everything in the temporal
world reflects God’s design even if it does not seem to. The existence of
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evil, for example, would appear to be against God’s will, and that is one of
the meanings of evil. At the same time, though, evil serves to test humans’
resolve to resist and overcome it.

There is thus a Creator who stands above everything else, a hierarchy
to the celestial order. From that, Augustine deduced that there should be
a hierarchy to the temporal order as well: “The peace of all things is the
tranquility of order. Order is the distribution which allots things equal
and unequal, each to its own place.”

Augustine embraced what later would be called in the modern social
sciences the organic analogy, in which the logic of the social world is
believed to be the same as that of organic bodies, where each part plays
a role in the survival of the whole body. These are both parallel logics of
organic relations and organic logics within encompassing organic logics.
The soul is superior to the body, as temporal rulers are to the ruled. The
logic of existence is organic harmony of unequal parts: “The peace of the
body then consists in the duly proportioned arrangement of its parts.””

In his most stark formulation, Augustine wrote,

They who care for the rest rule—the husband the wife, the parents the chil-
dren, the masters the servants; and they who are cared for obey—the women
their husbands, the children their parents, the servants their masters.

To modern eyes, Augustine’s organic harmony offends. He justified male
domination and slavery as God-ordained, and he completely eschewed
any principle of democratic participation and selection of leaders. Nev-
ertheless, he interpreted it as authority that should be based on organic
reciprocity, not narrow power differences. Rulers owe to the ruled mercy
and care, while the ruled owe obedience. Rulers are not to be tyrants since
they are to rule for, as well as over, the ruled. When they do so, they pro-
duce temporal harmony that mirrors celestial harmony.

Those who rule serve those whom they seem to command; for they rule not
from a love of power, but from a sense of the duty they owe to others—not
because they are proud of authority, but because they love mercy.®

Rulers must rule also because original sin causes there to be evil in the
world. The ruler has the responsibility to maintain good. Good in turn
means keeping humans constantly focused on God and God’s purpose
for them. Since original sin makes humans fallible, it is the purpose of rul-
ers to hold that fallibility in check. In part, this was written at a time when
Augustine saw rulers as combining both political and religious functions.
And indeed, throughout the medieval period, political rulers would see
themselves in unity with the church as defenders of the faith, tensions
between themselves and religious figures notwithstanding.
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What is most important about Augustine is his emphasis on an organic
hierarchical community in which, by implication, inequality is proper.
But it is an inequality in which the powerful have obligations to the less
powerful—the basis of noblesse oblige. At the same time, the less power-
ful are not to rebel against this arrangement. They are to keep their eyes,
minds, and faith on the greater celestial purpose of leading spiritually
focused lives.

This is at once the future feudal principle of both the personal bonds of
vassalage among the nobility that Marc Bloch so much stressed” and the
attitude of noblesse oblige professed by the nobility toward their peas-
ants. Because social hierarchies in terms of authority—but not necessarily
in terms of wealth—are manifestations of God’s hierarchical order, they
are not to be challenged or resisted. Augustine acknowledged that social
injustices could exist in the temporal world because of the consequences of
original sin, but he counseled Christians not to challenge these injustices.
Christians were to maintain their faith while accepting their social fates.

The effect of Augustine’s teachings was to prepare the way for the
medieval orthodoxy that God intended for there to be social inequality
in earthly existence. The prevailing medieval assumption would be that
people were born unequally as natural superiors and inferiors. It followed
that if humans were naturally unequal, then inequality should rule also in
the political and social spheres. The medieval aristocracy would justify its
rule and privileges with the claim that they were naturally superior and
therefore ought to exercise power. There was no conception of democracy
inasmuch as it would run counter to what was assumed to be a social or-
der based on the natural order. The word aristocracy itself (from the Greek
aristos, or “the best,” and kratos, or “rule”) meant rule of the best.

The medieval conception of natural inequality rationalized the realities
of actual economic, social, and political inequality in a double way. To
the aristocracy it gave a useful church-backed justification. Their domina-
tion was not an imposition on society but rather was in harmony with
the natural order of things. To the peasantry it gave solace that God had
ordained their lot.

Sixteenth-century precursors of later racist ideologists, building upon
the medieval conception of natural inequality, extended the notion of
natural superiors and inferiors to race. In this application, superior and
inferior referred to whole races of people. Just as the medieval conception
was a rationalization in the sphere of ideas for the realities of economic
and political inequality, the race-based application rationalized the reali-
ties of the European conquest of the Americas and the expansion of black
slavery.

The assumption of God-willed natural inequality up through the 1600s
was thus the basis for justifying the inequality of lower classes and of
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the increasingly oppressed races. Inequality existed legally by people
having unequal status before the law, politically by lacking a recognized
democratic right to equal voting, and socially by people living at differ-
ent levels.

Later, the Augustinian and medieval culture of an organic community
order based on hierarchy and obedience, but with obligations of the
higher to the lower classes, would culturally mutate into contemporary
European conservative acceptance of the welfare state. Conservatives
would be able to see in the welfare state a way to socialize their obliga-
tions to the less privileged. The medieval, originally Catholic, notion of
social obligation, though, did not make the passage unaltered across the
Atlantic, where took root a culture—greatly molded by Protestants—of
unfettered individualism, which would interfere with the development
of social obligation and state social spending.






Secular Transitions
and Assumptions

fter the religion-centered medieval period, new currents of secular-

based social thinking gradually emerged that coexisted with tradi-
tional theological thinking. Niccold Machiavelli’s The Prince, published in
the early sixteenth century, was the first prominent theory of governance
that contained no theological references or justifications. The terms of the
issues were gradually shifting from sacred to secular, albeit substantial
portions of the population continued to embrace religious worldviews
that affected how they perceived social issues.

The modern secular urge to reform societies to eliminate social prob-
lems has fired the hopes of reformers and revolutionaries alike. Emile
Durkheim, the French sociologist, believed that governments could
greatly reduce the incidence of social problems through careful social
planning. Karl Marx, the nineteenth-century revolutionary, believed that
once socialism was achieved, the outstanding problems of human want
and class strife that had plagued the species for thousands of years would
be vanquished. Others, though, have been less optimistic in their assump-
tions of what is possible, in large part because of fundamentally different
conceptions of what human beings are capable of achieving socially.

At the heart of these differences are polar opposite classical assump-
tions about the social nature of human beings, differences that had pre-
cursors in medieval Christianity: Are human beings fundamentally equal
or unequal? At one level this is a question about whether humans are
born equal or unequal. At another level, regardless of assumptions about
innate qualities, it concerns legal and political equality, equality of op-
portunity, and equality of living conditions.

13
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Are humans born good or with negative (the secular equivalent of evil)
characteristics? Those who assume that humans are innately good accept
the Rousseauian formulation that social problems result from the way so-
cieties are organized, not the way humans are. If humans are born good,
then it is a question of reforming their institutions to bring them into
alignment with that goodness. Those who assume that humans are born
evil believe that reforms can have, at best, only limited success in pre-
venting or resolving social problems and making societies better. What is
innate cannot be reformed socially.

Are humans rational or irrational? Those who hold that humans essen-
tially function on the basis of reason accept the Enlightenment belief that
humans have the mental abilities to reason out solutions to the problems
of their social existences. Those who hold that humans are essentially ir-
rational believe that rationally planned social reforms, as well intentioned
as they may be, are doomed either to make things worse by constraining
irrational but natural needs or, at best, to have limited success.

EQUALITY

Thomas Hobbes, who had an otherwise unfavorable view of human na-
ture as evil and aggressive, concluded that such differences as there were
among humans were not enough to establish that they were innately
unequal:

Nature hath made men so equall, in the faculties of body, and mind; as that
though there bee found one man sometimes manifestly stronger in body,
or of quicker mind than another; yet when all is reckoned together, the dif-
ference between man, and man, is not so considerable, as that one man can
thereupon claim to himselfe any benefit, to which another may not pretend,
as well as he.

Those who are physically weak are not so physically weak that they
cannot kill the stronger. There was in Hobbes’s reckoning even more
equality in mental faculties, for “every man is contented with his share,”
thinking that he is as wise as any other.! John Locke, who held a more fa-
vorable view of the natural state of humans, agreed that they were equal.
Inequality, as such, in the thinking of Hobbes and Locke arose for social,
not natural, reasons.

Later egalitarian thinkers would conceive of natural equality more in
terms of potential worth to society than of physical or mental makeup. To
conclude that humans are born with an equal potential worth to society
is not the same as concluding that there are no physical or mental differ-
ences among them. Even at that, the physical and mental differences that
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there are among humans are not as great as the differences within other
species such as dogs. According to this egalitarian position, such physical
and mental differences as there are cannot be construed in a single hier-
archy, with one being worth more than another to society. People have
different strengths and weaknesses. A woman who cannot run fast may
be able to add numbers quickly.

Acceptance of the natural condition of human beings as that of equal-
ity on whatever basis, however, does not automatically lead to believ-
ing that there should be social equality. It may or may not. While early
nineteenth-century socialists argued that humans are born equal and
should be socially equal in life, others accepted that humans are born
equal but argued that only a minority worked hard and thus should be
rewarded more than the rest for doing so.

The counter position is to assume that there is significant natural
inequality among humans that social orders must take into account.
This polar position is that of Friederich Nietzsche. In his view, the mass
of people never rise above being driven by base instincts. Only a few
exceptional individuals have the qualities—most especially a “will to
power”—to form the elites that guide societies and activities within them,
such as the arts. These elites have much greater worth to society than do
the “lower men.”

Theories of equality, according to Nietzsche, contradict unequal human
nature; they manifest the resentment that the weak hold toward their
natural superiors. The early Christian belief that the meek shall inherit
the earth represents, in Nietzsche’s most audacious interpretation, the
irrational resentment of Roman slaves, not a cry for justice by oppressed
people. It is the resentful whine of the natural inferiors of society, those
who properly were slaves rather than masters.

Nietzsche variously referred to ordinary people as the mob, the herd,
the mass, lower men, or the herd mass, contrasting them with higher
men, the aristocratic, the ruling race, and the exceptional. He advocated
the creation of future overmen who would combine the sublime virtues
of philosophers and artists and would exercise iron self-discipline. Be-
tween “exceptional men” and the mob exist mediocre people who often
rule. Universal suffrage, in which all are allowed equal votes, works in
favor of the herd and bleeds the greatness out of societies. In a telling
comment, Nietzsche stated that the main objective is “not to see the task
of the higher species in leading the lower (as, for example, Comte does),
but the lower as a base upon which the higher species performs it own
tasks—upon which it stands.”

Though he believed that at least some of the positive traits of higher
men were inheritable, he was ambiguous on the question of whether
the higher men emerged as a result of genetic stock, genetic chance, or
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through their own will to power or making. Whatever the case, it was
clear in his mind that ordinary people should defer to the higher men.
There was no equality between human beings, except perhaps within the
categories of the herd and higher men.

Other theorists of natural inequality have been less stark. By the end
of the nineteenth century, a new ideology of inequality based on alleged
differences in intelligence capacities began to take hold in Europe and
the United States. According to this view, native intelligence is the most
important attribute of humans, and they are born with unequal capacities
for it.

Emile Durkheim is representative of this line of thought. He believed
that hierarchical divisions of labor and social inequality in societies
needed to correspond to the unequal distribution of intellectual talents in
populations. The best functioning social system would be one in which
“social inequalities exactly express natural inequalities.”*

For Durkheim, a primary task of science was to measure the intelligence
levels of children in order to determine how they would be educated.
Those with higher capabilities would be given advanced educational
training, and those with lower capabilities more basic training. Presum-
ably the hierarchy of differential educational training would match the
hierarchy of differential societal needs.

At the time he was developing his conception of human inequal-
ity based on intelligence—the early 1890s—there were only crude and
grossly inaccurate attempts to determine intelligence differences by mea-
suring sizes of skulls. By the end of the nineteenth century, such dubious
external measures had been supplanted by the development of intelli-
gence testing, which led to IQ tests.

By the end of the twentieth century, assumed intelligence differences
would become the most widely held basis for assumptions of natural
inequality. Theorists of intelligence, though, are not in agreement over
whether existing tests validly measure intelligence or about whether in-
telligence is susceptible to conceptualization on a single hierarchical scale.

Most contemporary opponents of social equality continue to base their
beliefs on the assumption that humans are naturally unequal and there-
fore have unequal capacities to contribute to societies. That humans have
different physical and mental capacities is clear enough. But for most
human beings those differences fall within a relatively narrow range.
It is more useful to see humans as having uneven rather than unequal
capacities. A gifted surgeon can be an inept parent, an artist terrible at
mathematics, an insightful social researcher musically tone deaf and un-
able to carry a tune, or a business executive incapable of understanding
and carrying out a simple repair to her or his household plumbing. The
all-around excellent person does not exist. Even Benjamin Franklin had
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his faults and ineptitudes. If societies need many types of skills, then it is
arbitrary to reward some over others.

GOOD AND EVIL

Secularization transformed good and evil from obedience or disobedience
of God’s will to actions toward fellow human beings, to whether humans
were more inclined to be helpful and caring or to be egoistic and hostile
toward others.

Thomas Hobbes and Jean-Jacques Rousseau approached the ques-
tion in much the same manner. Each reasoned that it was necessary to
distinguish the natural from the social qualities of humans in order to
determine whether they were essentially good or evil. They assumed that
the first humans lived isolated from each other and were therefore unso-
cialized in nature. Only later did they come together and develop social
institutions. It followed that human nature could be seen in its clearest
relief among the earliest unsocialized humans.

Despite following a similar reasoning process, Hobbes and Rousseau
drew different conclusions. Hobbes found early humans to be living
solitary, “nasty, short and brutish” lives in which they were egocentric
and aggressive toward others, living in a condition of “war of every
man against every man.”> Each man was the other’s wolf. Like the
religious view, Hobbes held that the state was necessary to hold this
natural tendency in check. Rousseau also believed that the earliest
humans led solitary lives, but contrary to Hobbes he believed them
to have sentiments of altruism and love. According to him, such evil
characteristics as found by Hobbes only developed as a result of later
social institutions.®

Karl Marx would later critique the assumptions of both. The original
natural condition was not one of solitary existence of individuals who
only later came together on the basis of social compacts to form societies.
Rather, the earliest humans existed from the beginning within groups.
Group identity took overwhelming precedence over individual identity.”
The notion of the individual apart from the group is a modern notion.
While Marx agreed with Rousseau that negative human features resulted
from negative social institutions, he was not inclined to go along with his
implied anthropological view.

John Locke took the view that humans were by nature neither good nor
evil. Rather, they came into this world as tabulae rasae or blank sheets,
which could be molded in either direction.® Beyond its overly passive no-
tion of human nature as entirely plastic, the Lockean notion carried over
and was consistent with Marx’s later emphasis that humans make their
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histories and have the capacity to create social institutions that encourage
either positive or negative behaviors.

While the issue of good and evil developed a secular form in the hands
of Hobbes, Locke, Rousseau, Machiavelli, and others, the original sacred
form in which it was posed remained a strong if no longer monopolistic
and dominant tendency within popular social assumptions. That was
why Marx considered religious thinking to be a great obstacle to what he
called scientific socialism. And today in the United States, the Christian
conservative movement bases its interventions in politics on its literal
reading of Christian doctrine, as does the Vatican worldwide. Both con-
tinue to influence popular social thinking, which in turn influences how
politicians approach social policy issues.

Altruism and individualism are the secular reflexes of religious good
and evil. Those who hold that altruistic concern for others as either an
innate or achievable human quality believe that humans function bet-
ter when they live within economic and social structures that encourage
cooperation and sharing with others. Those who hold that the motive of
individualistic self-gain is an innate human quality believe that the best
social and economic orders are those that maximize individual freedom
to gain without regard for others.

Adam Smith in The Wealth of Nations advanced the famous proposition
that individuals seeking to maximize their own interests fuel the growth
of capitalist economies. Rather than producing a chaotic struggle of all
against all, the effect of competitive individualism is to create what he
called an invisible hand that produces order and mutual benefit. (Karl
Marx would later castigate the invisible hand as an alienated commodity
or market fetishism that was oppressive.) Smith’s assumption was that
humans are innately egoistic. That proposition continues to be an ulti-
mate fallback argument for opponents of social equality and comprehen-
sive welfare states. Without inequality of market rewards, humans would
not be motivated to produce, and without humans being motivated and
driven to produce, economies fail.’

There is no evidence, though, that humans have always needed mone-
tary gain to motivate themselves to work. Even the most ardent individu-
alist will have to admit that many work hard more for their families than
for themselves. Otherwise, why would parvenus care about continuing
to build up fortunes to pass on to heirs long after they have accumulated
enough to live on comfortably for the rest of their own lives? More impor-
tantly, many get pleasure out of helping communities through volunteer
work without thought of monetary gain.

History has witnessed quite different motivations for human conduct.
Max Weber classically argued that Calvinists worked hard, not for mon-
etary gain, but because they thought that by doing so, they were fulfilling
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their God-ordained calling or purpose in life."” Weber also emphasized
that in addition to monetary gain, power and status gains have also
motivated human conduct.! There are multiple examples of people who
enjoy exercising power even if it does not bring particular monetary re-
wards. While that motivation can lead to authoritarianism and present a
problem for democracy, it indicates that humans can work hard for other
than monetary rewards. Guillermo Bonfil Batalla argues persuasively
that indigenous communities in Mexico confound western modernizers
because status accumulates within them by generously giving away
money through sponsorship of elaborate religious and other community
celebrations rather than by becoming personally rich. The Indians strive
for status rather than money."

Motivations are more culturally formed and variable than set in any in-
nate human disposition. To argue that the egalitarian principle of the wel-
fare state contradicts human nature is to reify the variable and creative
possibilities of human nature itself. It is to reify one noticeable cultural
effect of social Darwinian capitalism. To the contrary, a strong egalitarian
welfare state can help to mold new egalitarian and socially inclusive cul-
tures. In the end, it is an argument about the type of culture that humans
wish to live within and encourage.

REASON AND IRRATIONALITY

Throughout the Renaissance, conceptions of the purposes and capabilities
of human knowledge gradually shifted away from being exclusively reli-
giously centered. The transition culminated with the eighteenth-century
Enlightenment. Reason completed its overthrow of faith, divine right, and
tradition as guiding principles. For leading thinkers, true knowledge of
how to order their lives and societies now had to meet the test of reason
based on what was provable by logic or experience.

The Enlightenment gave birth to the idea that humans could use reason
to progressively perfect their societies. They did not have to passively
accept whatever existed socially under the belief that it had been God
ordained. Nor did they have to accept a given social arrangement because
of a supposed divine right of kings. All that existed secularly was suscep-
tible to judgment by human reason. While some Enlightenment thinkers
retained a belief in God and others did not, all agreed that humans had
the capacity to perfect the secular realm.

French Enlightenment thought received its greatest expression in the
writings of Jean-Jacques Rousseau. In The Social Contract, Rousseau issued
his famous observation that “man is born free, and everywhere he is in
chains.”® The natural condition of humans, according to Rousseau, is one
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of freedom and goodness, but societies corrupt that essence and make
them unfree and bad. Rousseau’s solution was not to return to some pre-
social primitive nature, as is mistakenly assumed by many. Rather it was
to use the human capacity to reason to change societies so that they would
express rather than corrupt the inherent goodness of humans.

Enlightenment thinking influenced the intellectual climate that led to
the French and American revolutions, both of which were fought to end
the control of kings and usher in republican forms of government, that
is, governments based upon secular, reason-based constitutions and laws
rather than upon religious beliefs or individuals.

In Germany, Immanuel Kant devised a philosophical system that di-
vided the knowable from the unknowable. The human mind, according
to Kant, organized its experience of reality through categories of its mak-
ing. We think in terms of words that are categories. If I see a four-legged
creature that barks, I think “dog,” since that is a category humans have
invented that includes all four-legged creatures that bark. The human
mind, however, is unable to go beyond the categories of perception and
to directly comprehend reality. I cannot comprehend the full meaning of
that particular dog—its history, feelings, thoughts if any, or reason for be-
ing. Underlying incomprehensible realities include the ultimate meaning
of existence—why we are here—and God. The mind therefore resorts to
reason to perfect its categories of perception while leaving to faith beliefs
in what constitutes ultimate realities. By implication, men and women
can strive for certainty over what reason can judge, but not over what it
cannot.

Many of the leaders of the American War of Independence, including
Benjamin Franklin, Thomas Jefferson, and Thomas Paine, were deists.
They believed in God as the ultimate cause of human existence but be-
lieved that humans themselves were responsible for how they organized
their social and political affairs. Like Kant, they separated dualistically
what they were responsible for controlling with reason from what was
beyond their control and comprehension. The American as well as French
revolutions therefore led to the separation of church and state. Churches
could be founded on religious beliefs and faith, but states had to be
founded on reason.

While faith and religion-centered conceptions continued to exist among
theologians and populations in general, they no longer held the monop-
oly position. Religion- and secular-based ways of seeing and interpreting
the world now coexisted and contended with each other—both as move-
ments struggling for hegemony and within the contradictory ways that
men and women often composed their own worldviews.

That men and women could purposefully change their societies on
the basis of reason was a path-breaking idea that set the agenda for
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nineteenth-century political, economic, and sociological theory. In politi-
cal theory it led to attempts to replace autocratic with republican forms
of governance. In place of the rule of powerful figures on the basis of
their own whims, governments would be established on the basis of
reasoned-out constitutions. Max Weber concluded that modern forms of
governance rest on the belief of the governed that their political institu-
tions follow reasonable rules rather than traditional practices or guidance,
however gifted, of great charismatic leaders.* Economic theory from
Adam Smith to John Stuart Mill incorporated utilitarian assumptions that
human beings use reason to calculate how to proceed to their best advan-
tages in market transactions.

Karl Marx was the most audacious inheritor of the Enlightenment im-
perative. In his theory, reason plays two roles. First, it exists in history.
Societies rise and fall according to a definite logic that Marx believed he
had discovered. Armed with knowledge of that logic, humans could now
purposefully change their societies. They could not change them any way
they pleased, but they could change them in accord with historical possi-
bilities once those possibilities had been understood. Second, his concep-
tion of the human being embodied reason. What differentiates humans
from other animals, in Marx’s view, is that humans have the cerebral
capacity to think creatively. Other animals construct and labor in other
ways, but they do not do so consciously. Beavers build dams because
they are born with the instinctual knowledge and drive to do so. Humans
can only build dams if they learn how to do so, and that takes reasoned,
creative thought and labor.

The main drift of Enlightenment and post-Enlightenment thought
thus carried the assumption that humans are fundamentally rational and
should use their capacity for reason to perfect their societies. But not ev-
eryone agreed.

Edmund Burke in Reflections on the Revolution in France questioned
whether humans ought to use reason to remove traditional institutions
that had met the tests of time. His anti-Enlightenment stance would
inform early nineteenth-century conservatism. Vilfredo Pareto is repre-
sentative of social thinking that assumes that humans are fundamentally
irrational in their conduct but that the methods of science can be used
to study and understand them as well as to develop reasonable social
orders. Friedrich Nietzsche is representative of the complete irrationalist
position. To him, irrational will and sentiments govern human conduct
and are the bases for social order.

Auguste Comte, the founder of sociology in the 1840s, embraced the
Enlightenment assumptions that humans are reasonable and that reason
can be used to perfect societies. However, instead of seeing the perfec-
tion of societies in terms of applying future-oriented reforms, he saw
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it in terms of the Burkean conservative position of applying reforms to
preserve traditional institutions that had met the tests of time.

Sigmund Freud'’s social theory represents a bridging of the irrationalist
position. He assumed both rationalist and irrationalist elements in both
the nature of human beings and in how they established their societies.
For the twentieth century, his was the most important critique of Enlight-
enment assumptions that men and women could use reason to guide their
social affairs and that they could progressively perfect their societies to
eliminate misery. His main conclusion was that certain social problems
were manifestations of innate, unchangeable, irrational psychological
drives. Societies had to control these negative psychological characteris-
tics—such as the need to be aggressive—in order for there to be a modi-
cum of social order, a secular conclusion reminiscent of the medieval be-
lief that governments exist to rein in human evil. The cost of social order,
though, was frustrated psychological drives with resulting psychological
misery. The march of civilization in constructing social order was also the
march of psychological misery.

To understand Freud’s social conclusion, we have to reconstruct his basic
psychological theory. But before doing so it is worth recounting why he felt
obliged to draw out the social consequences of his psychological theory.
During the 1920s, Vienna, where Freud lived, had a popularly backed social-
ist government that embarked on ambitious social projects to resolve hous-
ing shortages and other problems afflicting workers. In this atmosphere,
Wilhelm Reich, one of Freud’s most gifted students, became a Marxist and
then published an essay titled, “Dialectical Materialism and Psychoanaly-
sis.””® Reich argued that Marx was to social liberation what Freud was to
psychological liberation, and that the two theories could be synthesized into
one overall theory of human liberation. Freud disagreed profoundly and
in reaction published his own view in Civilization and Its Discontents.'® At
roughly the same time, Albert Einstein, the physicist, was assigned by the
League of Nations to conduct interviews with leading thinkers of the day to
develop ideas for preventing war. Einstein wrote to Freud for his views. His
reply was subsequently published as “Why War?” and in it he reiterated the
central arguments of Civilization and Its Discontents.”

Freud argued in both that war exists because it manifests deep psy-
chological, instinctual needs. Human beings are born, according to him,
with two opposing bundles of instincts—the first he labeled Eros after the
Greek god of love, the second Thanatos after the god of death. Eros rep-
resents life energy and has other- and inner-directed foci. Toward others,
we have an instinctual need to have loving relations. Love, both platonic
and sexual, is not just desire; it is also an instinctual need that has physio-
chemical, organic roots. But while we have an instinctual need to love, we
cannot love whomever and at whatever time we wish. The other or others
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must agree. When they do not, a person must repress her or his desires. In
a more general sense, people continually must repress this drive in order
for particular social institutions to function. Erotic desires of participants
in monogamous family relations may wander, but they learn to repress
or not act upon these desires in order to preserve the relationship. If there
was no repression whatsoever of sexual desires, then rape would be more
widespread than it is. Psychological repression, in other words, is the
price humans must pay for there to be social order.

In terms of our inner selves, each person has a drive toward self-
preservation. We avoid death and other threats to our organism. Taken
to the extreme, though, no person would leave her or his house in the
morning for fear of meeting up with harm. In order to function we must
put on hold or repress our instinct toward self-preservation.

Coming from the opposite direction is the death, or Thanatos, bundle
of instincts. Aggression is its outward manifestation, self-destruction its
inner manifestation. Toward others we get a certain satisfaction from be-
ing aggressive. A secret pleasure is felt upon hearing of the misfortune of
others. The blaring of horns and contorting of faces at drivers who hesi-
tate a second after a traffic signal changes feels good to many; otherwise
they wouldn’t do it. In American football, half an entire stadium can roar
its approval at the sacking of the opposing quarterback, disregarding or
perhaps approving of any physical injuries and suffering that may result.
In its most lethal manifestation, the aggressive instinct fuels warfare and
massacres.

But there could be no modicum of social order if individuals did not at
least partially control their aggressive instincts. Repression keeps anger
at others from turning into doing them direct physical harm. We all have
our enemies, but we do not at all times physically lash out at them. Legal
orders codify society’s repression mechanism, spelling out the lines that
must not be crossed.

Inwardly, the death instinct boomerangs with suicidal urges. There
is a part of us that continually entertains the idea of death as desirable.
In our most morose moments, we feel that life is not worth living. Each
year a percentage of individuals act upon their self-destructive instincts
and commit suicide. More prevalent is self-destructive behavior, as when
individuals deliberately engage in high-risk activities or habits.

Eros and Thanatos are thus opposing contradictory instincts, according
to Freud. There is a constant struggle between them, which results in the
different balances that individuals have. The struggle is at play in the ex-
perience that many people have when they stand on a high rooftop or cliff
looking over and have fleeting thoughts of jumping. But they don’t—or
at least most don’t. A Freudian interpretation of this common experience
would be to say that the death instinct comes out of the recesses of the
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mind and makes itself known when there is an opportunity to gratify
itself. But it is held in check by the stronger self-preservation instinct.

We are not truly aware of all of the impact that these instincts have upon
our psychological lives, according to Freud. The mind contains a part that
he labeled the unconscious, and it is there that the instinctual activity origi-
nates. In introducing the idea of the unconscious, Freud broke with earlier
psychology, which assumed that humans were fully aware of their thought
processes, even if they were unreasonable ones. Freud, on the contrary, be-
lieved that much of our mental activity was based upon causes of which we
are not aware. The role of the psychoanalyst was to help patients become
aware of what was lodged in their minds. The psychoanalyst would listen to
the patient on the couch describing anxieties or other causes of concern and
then see patterns that revealed material lodged in the unconscious. Dreams
and even slips of the tongue—"I could just kill myself” after a blunder—
were material for the Freudian psychoanalyst that revealed unconscious
drives. If we are not fully aware of what is in our minds that fuels our moti-
vations, then we are, to that extent, not fully rational creatures.

Thus, at the center of the human existence for Freud was the contradic-
tion between needs for psychological gratification and the imperatives of
social order. Instinctual gratification taken to its logical conclusion under-
mines social order. Social order requires that instinctual needs be at least
partially repressed. Repression in turn manifests itself in various degrees
of psychological misery. There will therefore, in Freud’s eyes, always be
discontent with a given social order. Unlike Marx, who finds alienation
resulting from the nature of the social order, Freud finds it arising from
the inevitable contradiction between instinctual human needs and those
of any social order. There is no way, through reform or revolutionary
change, to eliminate the alienation.

Albert Einstein, seventeen years after receiving Freud’s views on the
inevitability of war, wrote an invited article for the inaugural issue of the
American socialist magazine Monthly Review titled “Why Socialism?”—an
obvious reply by implication to Freud’s “Why War?”®® In this article, Ein-
stein argued for the desirability of a rational socialist order to resolve the
basic human problems that capitalist societies were incapable of resolving.
He did not directly comment on Freud’s theory. Rather, he closely fol-
lowed Marx’s labor theory of value in his economic argumentation for the
superiority of socialism over capitalism. It was clear that Einstein was not
convinced that a supposedly innate human irrationality would preclude
constructing a better social order. In embracing the conclusion that humans
had the capability to reform their societies for the better, he essentially en-
dorsed the common Enlightenment rationalist assumptions of both revolu-
tionary and reformist nineteenth-century social theories, which influenced
the development of twentieth-century social policy, especially in Europe.



Marx, Durkheim,
and the Limits of
Laissez-Faire Capitalism

he nineteenth-century social theories of Karl Marx and Emile Dur-

kheim prefigured the parameters of contemporary social policy and
the welfare state. In separate ways they demonstrated how purely unreg-
ulated laissez-faire capitalism would be inimical to human welfare and
produce social crises that could ultimately undermine the system itself.
Both provided concepts for humanizing societies that have been incorpo-
rated, consciously or not, as theoretical underpinnings of contemporary
social policy.

Marx’s theory, as well as conclusions, began with the nature of capital-
ism, the subject of the greatest number of his studies. He concluded that
market-oriented commodity production determined the internal logic
of capitalist development. As capitalism developed, market conditions
rather than human needs increasingly dictated living conditions and
ways of life. By implication, only a nonmarket-oriented counterlogic
would be capable of directly satisfying human needs, one that resulted in
some degree of decommodification, and only a radical socialist transfor-
mation would be capable of fully making those needs primary. A century
and a half later, decommodification has become a central concept in stud-
ies of social policy.!

Durkheim, unlike Marx, explicitly sought to reform capitalism in order
to make it function better. Like Marx, he saw a pure laissez-faire capi-
talism as producing social breakdowns. But unlike Marx, who saw the
breakdown—in the form of class conflict and struggle—as the precursor
to progressive change toward the needed socialism, Durkheim saw it as
a condition to be avoided and prevented by conscious social planning.
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The result of such conscious planning, for which the state was the most
appropriate agency, would be social solidarity rather than class conflict.

MARX AND THE LOGIC OF COMMODIFICATION

Marx’s focus in Capital and elsewhere on the defining importance of the
commodity derives from an observation: the feature of capitalism that dif-
ferentiates it from all previous societies is the pervasiveness of exchanges.?
Goods and money change hands with a frequency never before encountered
in history. The process of buying and selling even extends to the buying and
selling of human beings, not just in the sense of past slavery, but also in the
current sense of free workers who must sell their mental and physical ener-
gies for work to employers through labor markets. The units of exchange—
commodities—include goods, money, and human labor.

Commodities are the economic cells of capitalism. The logic of com-
modity exchange and production—the internal logical of capitalism—is
fundamentally different from what existed in previous economic systems.
Precapitalist societies produced primarily goods that were directly con-
sumed by their producers rather than, as in capitalist societies, goods that
are transformed into commodities to be sold through market transactions
to others. The direct goal of most precapitalist production was to produce
something useful for the maker’s own consumption. A medieval peasant
grew potatoes in order to have something to eat. Commodity production,
though, could exist in precapitalist societies as when otherwise autarkic
peasants took excess crops to intermittent markets for sale.

In the commodity production that characterizes capitalist societies,
the primary goal has shifted from producing something useful for self-
consumption to producing something from which profits can be derived
in its market sale to others. Capitalist farmers grow potatoes in the hopes
that they will gain good profits from their sale. What then makes some-
thing a commodity is not what it materially is but rather what is done
with it. A potato is or is not a commodity depending upon whether it is
sold or consumed by its producer.

The great dividing line between precapitalist and capitalist produc-
tion is that in the former, producer and consumer are one and the same,
while in the latter they are different, with the market mediating their
relationship and thereby increasingly mediating all human relationships.
Producers exchange through market transactions their produced goods—
thereby making them into commodities—to others who may or may not
be the ultimate consumers depending upon whether they consume or
resell the new commodities.
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The transformation of goods into commodities is the first step toward
constructing a wider and wider net of economic transactions that will tie
more and more people together. This is a progressive historical develop-
ment to the extent that it breaks through the limits of localized production
and ties more people together in abstractly cooperative relations. The
diets of potato farmers can become more varied as they are able to trade
for foods that they themselves cannot produce. The potato and, say, avo-
cado farmers become mutually interdependent as opposed to isolated.
The web of economic interrelationships increases, and that very increase
expands production possibilities and new forces of production, according
to Marx.

The possibility of selling their crops to others through market transac-
tions allows farmers to specialize. The potato peasant was forced to be
an all-around producer. The farmer and household members could not
live on potatoes alone. They had to supplement that diet by growing
their own vegetables and breeding some animals. Commodity-producing
potato farmers were able to specialize in growing potatoes because, with
the money gained from sales, they could now purchase vegetables and
meat produced by others. By specializing they were able to become bet-
ter producers of potatoes, and thus overall societal production increased.
Increasing specialization in that sense increases forces of production.

So far the transformation from goods to commodity production is pro-
gressive in terms of increasing production capabilities of societies, and
taken alone it could be a justification for free trade, globalization, and a
number of other contemporary capitalist developments tied to increasing
commerce.

But there are limits to commodification as a progressive force. Extreme
unregulated commodification, like overindulgence in food and drink,
results in human harm. To understand the limits of commodification as a
progressive historical force as Marx did, it is necessary to examine his the-
ory of economic value. Basing himself initially on a distinction made by
Aristotle, he found two types of value: use and exchange. Use value is the
importance that any good has for the person as she is consuming it. The
use value of a potato is that it provides nourishment, has a pleasant taste,
and so forth. The primary goal of most forms of precapitalist production
was to produce goods that were useful, that is, that had use values. Ex-
change value is the relative worth of a commodity in a market transaction.
A potato costs fifty cents, whereas an avocado costs a dollar. The avocado
therefore has twice as much exchange value as the potato. Whether it has
twice as much use value in consumption is another matter. What counts is
that the primary goal of capitalist production is to produce commodities
that are exchangeable at a profit, that is, have exchange value.
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Therein lies the rub and flaw in the system: The primary goal of capi-
talists is to produce commodities from which they can reap profits rather
than to produce goods that are useful to society. If a society needs some-
thing that would be useful but it cannot be produced at a profit, it will not
be produced under pure laissez-faire conditions. Public libraries would
not exist if they were required to turn profits. Conversely, if a commodity
that is absolutely harmful to society can be produced at a profit, it will
be produced. Cigarettes are an obvious example. For sure it is not a stark
conflict. Many, perhaps most, commodities also turn out to be useful. A
corporate farm—produced potato still provides nourishment and taste,
though it is also true that extreme corporate profit maximization can
resort to production techniques that diminish that potato’s nourishment
and taste.

Marx chose not to exploit the conflict between use and exchange value,
perhaps because he thought it to be too obvious a flaw in the system.
But it is precisely that contradiction that highlights the limitations of the
system and has the potential for indicating where reforms, if not revolu-
tionary changes, need to be made. Reforms, at the least, are needed to the
extent that the system either does not produce needed goods and services
or produces harmful goods and services.

If there is a contradiction between production for usefulness and pro-
duction for profit, there is by implication also a contradiction between dis-
tribution of goods according to need and unregulated market distribution
of commodified goods according to the purchasing abilities of consumers.
A woman with several children to care for will need a larger house more
than will a single male. If, however, the woman has less income than
needed to afford the house, whereas the male has enough income, it will
be the purchasing ability of the male, not the need of the woman, that will
dictate who gets the house. The logic of commodity production according
to profit rather than usefulness has its parallel in the logic of commodity
distribution according to purchasing power rather than need.

The act of commodity consumption, like the act of commodity produc-
tion, is thus an alienated act. What dictates consumption is not human
need alone but also possession of money—the symbolic form of com-
modity value. In laissez-faire capitalist conditions, a hurt or sick person,
instead of directly being able to seek medical care, must first worry about
being able to afford the care. The poorer consumers are, the more they
must make the alienated, stressful calculation of whether they can afford
to satisfy the need.

What is particularly insidious is that it is an alienation of men and
women’s own making. They produce the commodities, yet as in Mary
Shelley’s Frankenstein, they produce something that will come back to
subtly or not-so-subtly control and, in extreme cases, destroy them.
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Market conditions—the semi-autonomous logic of commodity inter-
relationships—act as an alien force that controls and constrains how
people work and consume, and in many cases whether they are able
to work and consume at all. That is because it indeed is an alien force
dictating their lives.

But it is humans themselves who have created the force. The market,
demystified of all its seeming externality, is simply a grand product of
one way that humans produce and consume. There is nothing natural
about it. It is not a force of nature. It becomes a force only because humans
allow it to become one that controls how they interrelate.

Marx speaks of a fetishism of commodities to capture this dimension
of alienation. To make the point, he resorts to the analogy of religious
beliefs. From his admittedly atheistic perspective, human beings create
beliefs in God or gods. Yet they then believe their mental creations to be
independent forces controlling their lives.® It is the same with commodi-
ties and the market. They are human creations that humans then believe
to be independent forces controlling their lives. True consciousness, in
Marx’s way of inverting the Hegelian dialectic, would require breaking
the bonds of alienated religious and market superstitions.

Where this analysis becomes directly relevant to contemporary social
policy is that distribution according to purchasing power—or, in more
technical economic terms, effective demand rather than need—results in
excluding some part of the population from needed goods and services,
including basic essentials such as food, housing, and medical care. It fol-
lows that any social policy that wishes to ensure that at least minimal
subsistence necessities are available to all citizens must counteract the
market’s innate tendencies for distributing goods and services. There is
no profitable way to produce and distribute all necessities for the poor,
who are themselves a product of the competitive labor-market struggle
within capitalist societies.

Implied in Marx’s analysis is that the state is the agency most able to act
as a counterforce to the market to distribute goods and services according
to need rather than effective demand. It has the capacity through taxation to
control sources of revenue, which it can transform into needed goods and
services for portions of the population that could not otherwise obtain them.
This implication is the basis of all contemporary welfare economics.

Put more abstractly and generally, if commodification goes hand in
hand with pure capitalist development, then by implication, decommodi-
fication would have to be employed in any effort to humanize society.
Full decommodification though, in Marx’s revolutionary view, could only
be realized with a structural change from capitalism to socialism.

If socialism was the progressive next step in human development, left
somewhat ambiguous by Marx was how that step would be taken. Would
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it be taken all at once, with a sweeping ending of capitalist commodifica-
tion and an immediate all-round construction of socialist decommodifica-
tion? Or could it be taken incrementally, with socialist reform measures
employed within the contexts of existing capitalist societies? That was
the crux of the debate between revolutionary and evolutionary socialists.
Marx’s own views on the question remained undeveloped. In his most
relevant writing, “The Critique of the Gotha Program,” he seemed to
argue for revolutionary political change but then, once state power was
secured, incremental measures to develop actual socialism. In whichever
guise, revolutionary or reformist, communist or social democratic, within
a socialist country or within a mixed structure, Marx’s legacy for social
policy was the insight that decommodification had to be a component
part of any effective social policy.*

DURKHEIM AND SOCIAL SOLIDARITY

Emile Durkheim came of age in the aftermath of the Paris Commune,
an event that sent shock waves through French social thinking. On
March 18, 1871, with invading German troops occupying France, Pari-
sians, dissatisfied with how their government had conducted the war,
rose up and seized control of the city. A week later they declared the
city to be an independent commune and elected a governing council
that included radical republicans and socialists. The French national
government regrouped its forces with the cooperation of German
chancellor Bismarck, who released prisoners of war. In May, the French
army brutally retook the city from the Communards in street-by-street
fighting. Over twenty thousand lives were lost.

While Marx and other socialists saw the uprising as growing out of
class struggle and portending socialist revolution, conservatives and
liberals like Durkheim saw it as representing an abhorrent breakdown
of internal social order in France that should be avoided in the future.
Durkheim’s general theory should be understood in that context and with
those motives. It was both an alternative to Marx’s analysis of capitalism
and a prescriptive theory to orient social policies so as to promote social
order and prevent critical social breakdowns like the Paris Commune.

In the general theory, most represented in The Division of Labor in So-
ciety, Durkheim rarely used the term capitalism. Whereas Marx wrote in
terms of feudalism, capitalism, and socialism as the past, present, and
future, Durkheim wrote in terms of societies developing from having
simple to complex divisions of labor.

What was most revealing about the capitalism of his time for him was
not that it was based on private ownership of the means of production
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and on the production of commodities, but rather that it was a system that
was able to coordinate the labors of individuals occupying very different
occupational and class positions. Unlike the preceding medieval period
when there were few occupational specializations beyond that of peasant,
developed capitalism was an enormously complex and complicated af-
fair. It was that very complexity that produced its social superiority over
preceding societies, because it created a basis for social order through
interdependence. Each occupational specialization and vertical class role
was part of one overall interdependent, integrated system in which each
needed the other.

His emphases on social interdependence and integration were consis-
tent with his functionalist approach to sociology. He saw social bodies as
operating like human bodies, with each part playing a role in maintaining
overall health. If the heart plays the role of pumping blood throughout
the human body, the family can be seen as playing the role of raising chil-
dren for the social body. Each part thus fulfills a need that the overall so-
cial body has for its survival. What is more, for the social body to function
well, each of the parts must play its role well in harmony with the other
parts. Put differently, the parts must be integrated into the social body.

If the social body is operating in a healthy manner, each person will
feel important and content from performing her or his role well and will
feel solidarity with others who are performing their own roles. The sense
of solidarity will derive from all of the roles being interdependent and
mutually beneficial. Farmers thrive when they have urban markets to sell
to; urban people are able to perform urban occupations because farmers
sell them the food they need for nutritional sustenance.

Durkheim’s functionalism was a modern and secular version of the
assumptions of organic and celestial order that had formed the social
thinking of Augustine of Hippo in the fourth century. Both approaches
stressed the naturalness of hierarchy and order, though Durkheim’s ap-
proach limited itself to worldly relations. That of Augustine was God or-
dained. That of Durkheim resulted from the logic of the division of labor.

Modern societies with complex divisions of labor thus provide the
initial bases for social order and integration in Durkheim’s view. But he
did not believe that social order and integration occur automatically. The
system is not self-regulating with a natural tendency toward equilibrium,
as laissez-faire proponents held. The parts can be badly coordinated and
operate at cross-purposes. Incompetent individuals can fill the roles.

In order for a society to function well, its state has to oversee and
regulate the division of labor—the true purpose and function of the state,
according to Durkheim. In particular, it has to engage in planning, and
it has to design and institutionalize mechanisms so that the parts of the
division of labor will be filled with the most appropriate persons.
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Social order and stability, according to Durkheim, are necessary not
only for the social system as a whole but also for individuals within it.
One of his great insights was that individuals function better when their
social conditions are well structured and relatively predictable. When
people can know with relative certainty what to expect, they can plan
accordingly. But when the structures to which people are accustomed
sharply change or disappear, as they often do in capitalist development,
they have a hard time adapting to the new conditions. It is an adaptation
process that can be exceedingly stressful and result in physical and men-
tal illness, and in extreme cases, suicide. Durkheim used the term anomie
to describe this condition of destructuralization and its negative results.
For that reason he advocated that social changes occur gradually and
not be abrupt and jarring. He in turn believed that governments should
assume responsibility for guiding social changes so that they would not
produce anomic results.

The backdrop for Durkheim’s concern was that the more modern so-
cieties have become, the more rapid the rate of technological and social
change has been. In the tenth century, not much changed either techno-
logically or socially during the course of a life span. Durkheim, living
at the end of the nineteenth century, could see the enormous changes
wrought in working and living conditions by industrialization in that
century, changes that severely disrupted accustomed ways of life. The
pace of technological and social change would accelerate even faster dur-
ing the next century.

Contemporary complex capitalism, then, is capable of being the basis
for a well-integrated social order characterized by social solidarity rather
than class conflict, but only so long as the state judiciously regulates the
interaction of the roles and the rate of change in the interests of the society
as a whole.

Durkheim’s legacy for contemporary social policy was to develop
a reformist concept of social solidarity distinct from the revolutionary
concept of class solidarity associated with left-wing working-class move-
ments. Instead of solidarity being how workers viewed and felt about
each other as they engaged in a common struggle against the class enemy,
in Durkheim’s hands it became a concept that cut across class lines to
unite all members of society regardless of class position. If the revolution-
ary concept of solidarity grew out of class conflict, the Durkheimian con-
cept of solidarity muted the class conflict. The revolutionary concept as-
sumed solidarity among class equals; the Durkheimian concept assumed
a societal solidarity that included class unequals. His reformist concept of
solidarity would influence the development of the contemporary social
policy concepts of solidarity, social cohesion, and social inclusion.



Marx, Durkheim, and the Limits of Laissez-Faire Capitalism 33

A century later, social policy in Europe has explicitly stated, as central
goals, the production of social solidarity and the associated conditions of
social integration and inclusion. In the same way that the social break-
downs associated with the Paris Commune propelled the development
of Durkheim’s original social order theory, the severe breakdown of or-
der caused by World War II propelled the development of the European
Union, with its own ambitious prescriptions for social harmony and order.

The concepts of social cohesion, social solidarity, inclusion and social
integration, and the welfare state all grow out of social policy attempts to
prevent social disorder in and between nations. Therein lies their appeal
to European conservatives and liberals. Socialists see in them socialist
measures to temper the worst consequences of laissez-faire capitalism.






From Theory to Ideology

f social theorists such as Marx and Durkheim provided ideas and con-

cepts that were potentially relevant to social policy development, politi-
cal ideologists—most prominently conservatives, liberals, and socialists
in Europe and the United States—took those ideas and remolded them to
guide the actions of political parties and organizations. Political ideology
is an intervening step between generalized theoretical, philosophical, and
value premises and actual social policy formulation and adoption.

Marx provided ideas that would become cornerstones of twentieth-
century socialist and communist ideologies. His influence on other ide-
ologies would be in terms of the fundamental questions he posed about
capitalism. The influence of Durkheim was different. He was not a world
historical figure like Marx, in whose name political movements and revo-
lutions would be launched. Rather, he was a theorist symptomatic of the
turn-of-the-century liberal transformation from acceptance to rejection of
laissez-faire capitalism. While there are sociologists who describe them-
selves as Durkheimians, there are no political actors or movements who
describe themselves as such.

Marx’s theory had direct political purposes and implications. It was
meant to provide tools to socialist and communist parties in their strug-
gles to attain and maintain state power. Durkheim the neopositivist, on
the other hand, shied away from describing his mission as directly politi-
cal. He saw state administration as a kind of straightforward technocratic
exercise that should be based upon noncontroversial social scientific
knowledge. Nevertheless, his approach provided a theoretical grounding
most directly to political liberalism, in that it demonstrated the necessity
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of state regulation to guide positive economic and social development.
His prescriptions for social integration would also unintentionally pro-
vide a meeting ground for European conservative, liberal, and social
democratic approaches to social policy. In addition to justifying the liberal
concern for developing a state-regulated capitalism, Durkheim’s ideas
addressed the conservative concern for maintaining social order and
the traditional community, and the social democratic need to advance
incrementally socialistic reforms by creating mixed public-private eco-
nomic structures that could be seen as significant steps toward a future
all-around socialism.

Marx and Durkheim’s theories entered into the modern ideological ap-
proaches to social problems and social policy that arose in the nineteenth
century in reaction to three tectonic shifts: the technological shift from ag-
ricultural to industrial societies, the consolidation of economic capitalism
and the progressive retreat of feudal remnants, and the beginning shift
from autocratic to democratic control of governments.

These massive shifts created new types of social problems and un-
leashed flurries of political debates about how best to approach under-
standing and fixing these problems. The shift away from agriculture
brought about cities and a host of urban problems. The consolidation of
economic capitalism brought about new forms of class conflict. Democra-
tization of governance brought ordinary people into the political arena of
ideological struggles.

By the end of the century, the basic outlines of socialist, liberal, and
conservative ideological approaches to resolving social problems had
emerged, outlines that have held until today.

SOCIALISM

Socialism represented the most radical approach to the social problems
of the nineteenth century—poverty, factory exploitation, urban sprawl,
rural decline, and family uprooting, among others. Marxian and non-
Marxian socialists alike, beginning in the 1840s, concluded that the
capitalist system itself was to blame for the problems and that only a new
socialist system based upon public ownership of factories, banks, large
stores, and other means of producing wealth would be capable of resolv-
ing them. They argued that in capitalist societies private owners sought
to maximize their individual wealth, resulting in a competitive struggle
of all against all, with winners and losers and heightened inequality. In
socialist societies, with public ownership and rational planning, industry
would be oriented to the good of all of society and would facilitate the
achievement of an all-around social equality.
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Socialist parties began to develop in Germany (1875), Holland (1877),
Belgium (1885), Britain (1893), and Russia (1898), often in conditions of
illegality. By the onset of World War I, they had achieved significant
representation in a number of European parliaments. Socialist parties,
beginning with the Socialist Labor Party in 1898, also formed during this
period on American soil and initially had some electoral success, though
not as much as in Europe.

World War I produced deep strains within and between parties over
whether the war should be supported in the name of patriotism or op-
posed in the name of working-class internationalism. Many of the major
parties endorsed the former position, while V. I. Lenin, Rosa Luxembourg,
and the American socialist leader Eugene V. Debs opposed the war.

The 1917 Bolshevik Revolution delivered the fatal blow to socialist
unity. In 1919, Lenin called for communists to leave existing socialist par-
ties and create their own parties. The early 1920s then saw the creation of
the major western communist parties, with socialism as a movement now
divided between communists and socialists.

The two different parties agreed that socialism needed to replace
capitalism, but they disagreed on how to attain that goal. Communists
believed that a revolutionary overthrow of the capitalist state was neces-
sary, which would then allow for sweeping socialization of the means of
production. Socialists argued that it was possible and desirable, because
of newly achieved democratic provisions within existing capitalist states,
to gain greater and greater control over the state and then institute social-
ist reforms that would gradually transform the society from capitalist to
socialist.

Socialism in whichever guise—communist or social democratic—had a
much greater impact on the development of social policy in Europe than
in the United States, where a strong socialist tradition did not take root
because of the structure of the electoral system and because of general
cultural and historical conditions. That is one of the major reasons why
American social policy is so much weaker.

LIBERALISM

Nineteenth-century liberals originally championed the capitalistic no-
tions of individual freedom and laissez-faire economics. Adam Smith in
1776, the same year as the American Declaration of Independence, pub-
lished The Wealth of Nations in which he argued that capitalist economies
functioned best if the laws of free competition were maintained. Early
nineteenth-century liberal economic doctrine, following Smith, argued
strongly against government economic interference in the market, which
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had up to then been in the form of monopolistic privileges granted to aris-
tocracies and court favorites. By the twentieth century, though, one school
of liberalism began to see the limits of laissez-faire economics. Unregu-
lated capitalism was producing extremes of inequality and worsening
the situation of the poor. Liberals then began to advocate state-regulated
capitalism in place of laissez-faire capitalism.'

English economist John Maynard Keynes provided the theoretical
foundations of twentieth-century economic liberalism, as Durkheim
had for turn-of-the-century social liberalism. Keynes concluded that
unregulated laissez-faire capitalism would produce a situation in which
increasing sectors of the population would be impoverished. Aside from
the moral issues involved, such a consequence would eventually destroy
the capitalist system. In his General Theory of Employment, Interest and
Money, Keynes broke with classical economic theorist Jean Baptiste Say’s
conclusion that supply creates its own demand, that is, that the capital-
ist economy naturally tends toward equilibrium between the supply
of commodities and the demand for them, which was the rationale for
the laissez-faire theory that the state should stay out of the economy.
Keynes argued that the general equilibrium of the system is compatible
with high unemployment, which results in lowering effective demand
and causes recession. He explained the old problem of overproduction—
which figured prominently in Marx and Engel’s Communist Manifesto as a
potentially fatal flaw in the system—as resulting from a lack of effective
demand. The state can re-equilibrate the system through either making
public investments or redistributing income for private consumption.
The development of efficient social programs, such as health care and
education, that can deliver services to the population at lower costs than
private businesses can, results in the lower classes having more money to
spend on other commodities, thereby increasing the effective demand for
them. The state can also increase effective demand by using progressive
taxation to redistribute some income downward.

CONSERVATISM

All historical forms of conservatism base themselves on one or another
agency of stationary inevitability—God, nature, land, or the market—
which are seen as inevitable forces that humans should not attempt to
alter.

The word conservative first came into use in the early to mid-nineteenth
century in reaction to political reforms associated with the French Revo-
lution. Edmund Burke argued, as noted above, that because traditional
institutions represented the wisdom of the ages, revolutionary reforms



From Theory to Ideology 39

would destroy what the generations had accomplished.” As observed
by Gerth and Mills, there previously had been no need for an explicitly
conservative ideology when medieval traditional assumptions were
universally taken for granted. It was only when Enlightenment thinkers
broke out of the mold of those assumptions and threatened the prevail-
ing ideological order that what had been taken for granted had to be
expressly formulated.?

In its first stage, conservative doctrine defended traditional political
privileges of kings, aristocracies, and landowners at a time when indus-
trial capitalist interests were seeking to consolidate their economic power
with political control of government policies. Conservatives represented
a semi-feudal reaction against the increasing market character of societ-
ies. At the same time, though, conservatives continued to embrace the
medieval feudal concept of noblesse oblige—nobility has obligations,
including to the poor. They argued that the well-off had a duty to care for
the poor and sponsored much humanitarian legislation.

Karl Mannheim noted that the conservative notion of utopia is “from
the very beginning embedded in existing reality.” The original conserva-
tive center of gravity was closeness to the land.* To an important extent,
conservatives resisted capitalist transformations that would upset tradi-
tional land-based relations. That meaning of conservatism has continued
in parts of Europe. But by the twentieth century in the United States, in
conformity with the declining relative importance of the agrarian sector,
closeness to the capitalist market replaced closeness to the land, with
conservatives defending the existing capitalist reality against liberal and
socialist-type reforms.

Contemporary conservatism in the United States has taken over the
laissez-faire position originally associated with mid-nineteenth-century
liberals. Today’s conservative in the United States is in essence yester-
day’s liberal.> The free market, according to these conservatives, will ulti-
mately provide solutions for social problems. If individuals and families
are required to compete for their survival in market conditions, they will
develop self-reliance as character traits. That will serve them better than
a mentality of dependence on social welfare programs.

IDEOLOGY AND CULTURE

Contemporary conservatism, liberalism, and socialism in their economic
meanings all revolve around the issue of where to set the balance between
state and private control of the economy. As total political ideologies,
though, they are not restricted as to where to set that balance. They also
possess different orientations toward the balance between state and private
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control of social and cultural matters. Does the state, representing in theory
the general will and common good, have any right to impose itself over
contrary private social and cultural decisions and activities? Should the
state be able to govern the limits of free speech? Should it be able to pro-
hibit the use of profanity on the public airways? Should it be able to govern
whether a woman has an abortion? Should it be able to prohibit certain
types of aberrant sexual relationships?

In seeming paradoxes, contemporary liberalism endorses state interven-
tion on economic but not cultural matters, while conservatives endorse
state intervention on cultural but not economic matters. Liberalism since
the nineteenth century has consistently advocated maximizing individual
rights and minimizing state interference, unlike its interventionist posi-
tion on state economic regulation. Conservatism has been less willing to
maximize individual rights when they run contrary to traditional norms.
While contemporary conservatives in the United States seek to minimize
the state’s control over economic matters, they seek to at least maintain
and sometimes increase its control over social and cultural matters.

Because of these inconsistencies, it is not unusual to find persons who
are ideological hybrids. They have one orientation toward economic
matters and another toward social and cultural ones. Some can be con-
servative regarding economic questions and liberal on social and cultural
ones—embracing deregulation of industry as well as a woman’s right to
choose an abortion, for example. Others can have the reverse position of
being liberal on economic questions and conservative on social and cul-
tural ones—for instance, embracing progressive taxation and government
censorship of profanity on the airways.

Socialists can also be inconsistent. While they consistently advocate the
necessity of state economic regulation and control, they are more likely to
embrace a liberal attitude toward social and cultural questions.

Communists and libertarians hold the most ideologically consistent
polar positions. Communists, at least in the past, have embraced state
regulation of social and cultural as well as economic areas, while libertar-
ians have a laissez-faire attitude toward all areas.

CONSERVATIVE COUNTERREFORMS

Since 1980, initially associated with the Reagan and Thatcher govern-
ments in the United States and the United Kingdom, the conservative
ideological offensive put liberals and socialists on the defensive. Con-
servatives put forth a renewed, near-fundamentalist faith in laissez-faire
capitalism that justified cutbacks in domestic social programs. After the
1989 collapse of the Eastern and Central European communist countries,
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conservative policy held sway in an aggressive restructuring of the world
economy with free trade and privatization of state industries.

In response to this successful conservative onslaught, European social-
ists retreated from advocating the construction of new socialist economies
to defending existing welfare-state programs. The classic socialist ideol-
ogy that called for building a new economic structure through socializa-
tion of the means of production is no longer a part of socialist platforms.
At most, today’s mainstream socialist parties content themselves with
proposing partially socialist solutions to capitalist problems while main-
taining a nominal adherence to the classic socialist value of equality.®

Liberals in the United States have become so defensive that they rarely
publicly identify themselves as liberals. In political discourse, conserva-
tives have successfully transformed liberal and liberalism into pejoratives
that they freely use to tarnish opponents to their ideological left.” The
belief, held by conservatives and liberals alike, is that substantial portions
of the public now have a Pavlovian negative reaction to the words in the
same way that previous generations of Americans were brought up on
steady diets of anticommunism.

If conservatives have renewed ideological confidence, liberals and so-
cialists have fallen into a kind of ideological disorientation and anomie.
In extremes, the anomie is characterized by having no program to offer to
the public other than that of being vaguely different from the conserva-
tives. The way out of the anomie will require developing and defending
with clarity social reforms that advance traditional liberal and socialist
values of equality and solidarity over laissez-faire policies and values of
inequality and individualism.

With the ending of the Cold War, the fundamental issue of western
politics has shifted from capitalism versus socialism to a struggle between
varieties of capitalism. At one pole stands savage capitalism in which
inequality and individualism are maximized; at the other pole stands a
more humane capitalism in which state programs based on the traditional
socialist values of equality and solidarity are used to temper the market’s
inherent tendencies to produce inequality and poverty. At the core of this
struggle, whether explicitly recognized or not, is the issue of free-market
versus welfare-state capitalism, American versus European capitalism,
weak versus strong social policy.






The Origins of Social
Policy in Europe and
the United States

ttempts to pin down an exact and satisfying definition of social

policy are frustrating. Generically, a social policy is a plan of action
for addressing a particular social problem, while the grand set of social
policies within a society constitutes its overall social policy. In practice,
though, contemporary social policy analysts do not take up all possible
social problems. Most, for example, consider crime, despite its falling
within the broad definitions of a social problem, to be a separate issue
to be addressed by legal and criminal justice policies. On the other hand,
high rates of crime can be legitimately taken as in large measure indicat-
ing failures of social policy, as we will discuss in chapter 14.

To a large extent the field of contemporary social policy turns out to be
tautologically what its analysts consider it to be: primarily plans of action
that address such core social welfare problems and issues as inequality,
poverty, unemployment, health care provision, family support, and racial
and ethnic issues.

Social policy is often identified with the modern welfare state. But they
are distinct concepts. A social policy is a plan of action for dealing with a
particular social problem. A welfare state is a state that takes on as a central
task assuring the overall well-being of its citizens. Before the 1930s, a num-
ber of governments had limited social policies to deal with particular social
problems, but no government took on as a central task constructing an
overall welfare state to assure the well-being of its citizens.! States mainly
committed themselves to maintaining public order and defending citizens
in case of war. The British government first used the term welfare state dur-
ing World War II to mobilize its citizens in the struggle against the Nazis.
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The basic assumption of social policy is that the normal workings of
the economy of any society cannot be counted upon to produce complete
human welfare, however that is defined, for its members. Those who are
able to participate in production and receive normal levels of income will
have the means to be able to enjoy at least average well-being. But those
who are unable to participate in economic production (the young, the
infirm, the old, the unemployed) and those who are at a disadvantage in
economic distribution (minimum-wage workers, for example) will not
have their welfare needs covered unless there are countervailing social
policy measures to distribute some part of the overall economic product
according to need.

ORIGINS OF SOCIAL POLICY

Social policy, whether reflected upon with intention or not, has been a
part of every human community in history. In the earliest hunting-and-
gathering societies, adults provided food, shelter, and other needs to chil-
dren who would have otherwise starved, since they were too young to be
able to produce for themselves. Those societies could not have survived
if only direct producers were able to consume goods and services. There
would have been no children able to survive and become the new societal
members of the future. Those societies had to have implicit social policies
of distributing some part of goods and services according to need rather
than success in production.

As societies grew larger and more complex, clans, families, and house-
holds became more distinguishable from the communal wholes and took
direct responsibility for the welfare of their members. For most societies,
it is the family—not the communal society as a whole, as in the hunting-
and-gathering period—that is thought of as the originator of welfare pro-
vision, and indeed it continues to be a pillar of welfare provision today.
Families generally provide for their children according to their needs
rather than their productive contributions.

As societies grew still larger and more complex, individuals in need
who were not attached to particular households, families, or clans in-
creased. So too did whole families and households in need. That created
a new population in need that required two new forms of welfare provi-
sion: charitable contributions from individuals and churches and relief
from states. The Roman state, as early as 123 Bc, subsidized the sale of
grain so that the poor could afford to purchase it.?

From the Roman period until relatively recently, the family, charity,
and the state, in that order, have been the forms through which welfare
provision according to need rather than productive contribution have
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flowed. In the middle of the nineteenth century in the most prosperous
European and North American countries, states became more aggressive
actors in welfare provision, both because of the inadequacy of the family
and charity forms and because they now had the capacity to do so, result-
ing from increasing tax revenues fueled by long-term economic growth.

Modern social and welfare policy starts, like all social and welfare poli-
cies, with the reality that the normal workings of the economy are insuf-
ficient to meet the needs of all members of the population. It distinguishes
between the welfare that can be provided by the normal workings of the
economy and that which must be supplemented by the family, the state,
and charity. Every modern welfare system and the social policy guiding
it contain a mix of these. But how they are mixed differs greatly.

In very general terms, American social policy attempts to minimize
supplementary state participation in welfare delivery, while European
policies rely more on the state. The actual amounts spent on welfare are
not greatly different. What is different is how they are spent and what the
outcomes are.* Related to the different approaches are different attitudes
toward decommodification and social inclusion, the issues originally
raised by Marx and Durkheim.

EUROPE

Despite Europe comprising a number of countries with separate social
policies, there have been common seminal developments and a conflu-
ence of economic, historical, and cultural contexts. European capitalism
developed first as a marginal feature of the otherwise fully feudal Middle
Ages. As the market system grew stronger, it provoked a protracted,
centuries-long struggle with feudal traditionalism, a struggle that in-
volved both the ability of markets to expand and which sets of economic
interests states would represent. Contemporary European capitalism is
the outgrowth of this struggle.

While feudalism was vanquished, the influence of its challenge helped
to shape the form that European capitalism took. Catholicism, the mo-
nopoly religion of feudalism, has continued to exercise strong cultural
influence down to the present. Its key doctrines on the role of the family
and view of the poor determined some of the ways in which social poli-
cies developed.

Also important is that socialist and communist political movements
and parties, in part spawned by the influence of the French Revolution,
grew to significance in Europe. Socialism and communism became im-
portant ideological forces that either provided elements of social policy
development or required compromises from more conservative forces.
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In the 1880s, conservative chancellor Bismarck pioneered modern social
insurance with programs to protect workers against sickness, old age,
and injury, in part to counter the rising influence of the socialist labor
movement in Germany. The initial benefits were low, though, and did
not cover all workers.

The next seminal event in European welfare-state development came
with World War II and its aftermath. In the United Kingdom, the Bev-
eridge Report, released during the war in 1942, put forth the need to
develop a comprehensive welfare state in the postwar period that would
protect workers against sickness, old age, and other problems. In 1946,
just after the war, the Labour government launched the National Health
Service, which guaranteed as a social right access to health care for all
citizens.

The postwar period saw a quantum leap in the development of
European welfare states, with all countries developing universal health
insurance and a large number of other publicly financed social programs.
Part of the motives grew from national cultural traditions that sought to
develop interclass solidarity among their citizens. Others were more di-
rectly in response to domestic and regional leftist pressures. Communist
parties had played a major role in leading resistance organizations within
the Nazi-occupied countries and were poised to parlay that prestige into
political clout in the postwar period. As Eastern and Central Europe came
under Soviet and communist domination and developed comprehensive
welfare states, the Western European countries developed their own ver-
sions so as not to be perceived as socially inferior in the eyes of their own
working classes.

The founding of the European Union in 1993 culminated nearly a half-
century of preliminary moves toward continental integration—both to
increase the economic power of Europe in the world economy and to pre-
clude any historical repetition of the national divisions that had resulted
in the disastrous experiences of World Wars I and II. The EU moved
quickly to expand membership beyond its original Western European
member countries to the formerly socialist Central and Eastern European
countries, toward the goal of effecting a truly continental integration.

Initial integration goals were economic and political—creating com-
mon commodity, labor, and capital markets with a common currency,
the Euro, and creating a European parliament with a status of European
citizenship that would allow free movement without need of passports
across internal borders, as citizens of the United States have in being
able to cross state lines. The notion of social integration was not among
the original top priorities. That changed at the Lisbon Summit in 2000
when the EU made as an explicit goal increasing the social cohesion of
the member states by 2010. Later that year at the Nice Summit, the EU set
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out a requirement for its member states to develop national action plans
to increase social inclusion. It began discussions on adopting a common
set of social indicators to measure progress toward attainment of social
inclusion within the member countries.

The goal of social inclusion, with its Durkheimian roots, had resurfaced
in the 1970s in France and gained currency in European discussions of
social policy. As currently formulated, it essentially means that social
policy should have a goal of integrating persons into the community and
its activities, and of avoiding, eliminating, or at least diminishing existing
social practices that lead to social exclusion. That very general policy goal
dictates that existing sources of social exclusion must be identified and
then policies developed to address them.

The two major sources of social exclusion around which there is a
strong European consensus are poverty and unemployment, because
both diminish the capabilities of individuals and families to participate
fully in their societies. The European Union has thus adopted the goal of
eliminating or at least diminishing both. As a result it has a stated goal
of diminishing poverty in its member countries by 2010. Farther-ranging
discussions address education, discrimination, immigration, and other
areas and issues where social exclusion is evident. Common to all is an
updated Durkheimian attempt to strengthen the bonds tying individuals
together in harmony and solidarity.

As much as Durkheim’s original notion of solidarity perpetuated rather
than attacked social inequality, to the consternation of the socialists of his
time, today’s socialists, liberals, and even conservatives in Europe seem to
have found common ground with its derived concept of social inclusion.
To liberals, social inclusion means integration, to conservatives it means
shoring up the traditional community, and to socialists it means combat-
ing the atomism and inequality engendered by the market.®

THE UNITED STATES

American social welfare developed out of a unique historical and cultural
context that was not shared by Europe. This American exceptionalism has
become a vital factor in efforts to explain why the United States is indeed
different from Europe despite sharing a similar first-world status,® and
why, in this case, American social policy underdeveloped compared to
that of Europe.

Several factors enabled a more laissez-faire capitalist orientation to pre-
vail in the United States, one that would ultimately only begrudgingly al-
low for any welfare-state development. American capitalist development
was unencumbered by a traditional feudal past and unchallenged by
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strong socialist and communist movements. This gave it, as Lewis Hartz
classically noted, largely a tabula rasa or blank sheet to develop upon.”

American colonists came from the parts of Europe that were the most
capitalistically developed. They carried with them capitalist notions of
how to order their economies, and they did not have to confront or com-
pete with absolutist states or state churches for economic control.

American colonists also did not confront dense populations of indig-
enous persons with noncapitalist institutions. Rather, they confronted
sparse populations that would quickly be outnumbered and forced aside.
Unlike in the part of North America that would become Mexico, where
the colonists never became a majority and were required to use indig-
enous labor as the base of the economic and social pyramid, American
colonists had no need for indigenous labor. All they wanted from the
indigenous peoples was their land, which they took violently over the
course of three centuries of warfare as they and their capitalistic econo-
mies moved westward from the Atlantic to the Pacific.

Capitalism was thus able to develop in a more uncompromised fashion
in the United States than in Europe. Competitive market relations were
able to more extensively influence social and cultural developments. The
logic of the market was a largely unhampered force influencing how the
rest of the society developed.® Pure capitalist development has thus gone
further in the United States than anywhere else. Of course it is still not
completely pure, nor will it ever be, but it is purer than elsewhere.

Important also is that it was Protestants, not Catholics as in medieval
Europe and Mexico, who established the initial cultural character of the
country. It was their institutions and attitudes toward social questions
that would greatly influence subsequent social attitudes even when they
became secularized. As Max Weber pointed out classically, the Puritans
who came to New England carried with them the Calvinist—not Augus-
tinian—interpretation of predestination.” Economic success and failure
were signs from God indicating salvation or condemnation in the next
life. Calvinists and Puritans embraced the work ethic, inherited from
Luther’s concept of the calling as a self-fulfilling prophecy. Hard work
ensured economic success, which was a sign not just of virtue but also of
salvation. Whereas the medieval Augustinian-founded Catholic doctrine
saw the poor as a part of the organic community to whom the more eco-
nomically fortunate were obligated to extend charity, the Calvinists saw
the poor as deserving their fate because it was predestined by God. This
religious view would take the eventual secular form in American cultural
development of viewing the poor as undeserving of charity or state aid
because their plight was evidence, not of God’s disfavor, but of their not
having the unchallenged work ethic or other necessary moral qualities.
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The history of American social welfare development has thus been
burdened by the cultural stigma that poverty carries. The unchallenged
and seemingly self-evident cultural value of hard work engenders the
parallel assumption that the poor are responsible for causing their own
fate and thus are undeserving of help. There is a dominant belief that the
United States is a wide-open continent unfettered by feudal institutions or
oppressive governments. It is a land of opportunity in which any person
willing to work hard can succeed. Failure is a sign of unworthiness, if not
in the eyes of God as the Puritans believed, then in the eyes of the hard-
working individuals who are responsible for the country’s greatness.

Three cultural values of particular importance emerged out of the
originating conditions of the United States: individualism, limited egali-
tarianism, and a suspicion of the state. Individualism was consistent with
the values of the Protestant colonists. If Catholicism presented believers
with a fully developed ready-made set of group beliefs that they were
to unquestionably embrace, Protestantism presented them with a looser
outline of beliefs, leaving it up to them individually to complete the belief
system. If the Catholic inclination led to dogmatism and group cohesion,
the Protestant inclination led to sectarian division and individualism, as
Durkheim classically argued."

The frontier character of American development also was responsible
for favoring individualism. The original colonists, after all, made con-
scious decisions to leave the traditional constraints of their preexisting
English and European societies to strike out to freely create their own
individual conditions of life. And it was the Americans, unlike the Cana-
dians, who chose to reject the constraints of British colonial rule so that
they could freely create their own nation. Then, as the nineteenth century
progressed, waves of pioneers pushed ever westward in search of their
own individual secular salvations.

The ethics of individualism and freedom have been thus deeply em-
bedded in the national culture from the beginning. Individualism and
freedom could go further on American soil because, it is true, they were
not constrained by oppressive state conditions. But it is also true that they
were not constrained by institutionalized group loyalties or responsibili-
ties, and those ethics would develop only weakly in American history.

In part because of the strong commitments to individualistic freedom,
Americans have been unusually suspicious of state activities to promote
social welfare. They abhor having to pay taxes to support state social
programs. Despite paying the lowest tax rates in the developed world,
they continually complain that they are being overtaxed. No politician
can survive in this climate if he or she advocates raising taxes, especially
to support social programs, no matter how necessary it might be.
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Americans have been egalitarian, but in a different way than Europeans,
and this would affect social policy. Alexis de Tocqueville noted in the 1820s
that Americans did not pay as much overt deference to status differences as
did Europeans." There was a populist ethic in which every person regard-
less of wealth was seen as being basically the same. The upper classes in
turn have been, despite notable exceptions, relatively constrained against
flaunting their privileges as they did during the Gilded Age. But even when
the upper classes did flaunt their wealth, that did not necessarily mean that
the lower classes acknowledged them as being socially superior.

The American notion of egalitarianism also differs from the European
one in that it restricts itself to equality of opportunity, with little concern
about equality of outcome. Each person is supposed to have an equal
chance to work hard and succeed—key components of the American
Dream. The United States, as the slogan goes, is the land of opportunity,
with in theory no economic, social, or political obstacles placed in the path
of each individual’s achievement of success. If, the theory goes, oppor-
tunities exist and each person can pursue them equally, then those who
fail in this quest have only themselves to blame. There is no obligation
for the society as a whole to develop welfare programs to protect them.
There is also no obligation for those who succeed far beyond the average
to give up any of their excess gains for those who do not succeed, or for
the general welfare of the community. It is a contradictory ethic of limited
egalitarianism built upon the ethic of individualism.

Opportunity of course has been far from equalized. That dissonant reality
is freely acknowledged. At best it leads to liberal calls for renewed efforts
to equalize opportunities, primarily through education. It has yet to lead to
any substantial national discussion on limiting inequality of outcome.

In sum, because of its unique originating historical conditions, Ameri-
can culture is laced with strong cultural values of individualism, sus-
picion of state social activities, and limited egalitarianism. These have
clearly been inimical to the development of a strong social welfare system.
At the same time, these values are by no means universally embraced in
the United States. American history has witnessed powerful challenges
to them. While it is true that union and socialist movements have not
developed as strongly in the United States as in Europe, there have been
union and socialist movements nonetheless. While the American social
welfare system is relatively underdeveloped, it is not nonexistent. There
are components of the American system that are comparable in principle
to those in Europe. It would therefore be erroneous to assume that its
presently dominant cultural conditions prohibit the United States from
ever developing a strong social welfare system.

Structural as well as cultural factors have significantly contributed to
the underdevelopment of the American welfare state. Key among these
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is restrictive labor law. A large part of the reason why there is a lower
percentage of union members in the United States than in Europe is that
American labor law makes it much more difficult to organize unions.
According to a survey administered by Lipset and Meltz, 48.2 percent
of nonunion employees in the United States would vote for union rep-
resentation if they had the chance.”” That indicates that at least half of
American workers either belong to or would like to belong to unions—a
figure that would be in line with European union densities if it were as
easy to organize and join unions on the American side of the Atlantic.
Since unions in Europe and the United States have strongly favored and
lobbied for the development of social protections through state social
welfare programs, any structural frustration of their ability to organize
labor force participants necessarily inhibits the development of a strong
social welfare system.

The social welfare system that does exist in the United States developed
relatively late compared to those of Europe. There was no comprehensive
federal approach to social policy in the United States prior to the 1930s.
There were only state and local government-sponsored programs of sup-
port for the poor, disabled, widows, orphans, the aged, and the unem-
ployed, and these varied greatly in the amount of relief offered. The one
exception to this pattern was military pensions, which the federal govern-
ment first established for veterans of the War of Independence and later
for those of the Civil War.?

As the Great Depression of the 1930s developed, resulting in as much as
one-third of the work force becoming unemployed and rampant poverty,
it became quickly apparent that the traditional forms of relief, including
charities and state and local programs, were insufficient.!* Families could
provide for some of their members in difficulties, but most did not have
enough resources to cover all of the costs, and there were many individu-
als who did not have families to fall back upon.

Franklin Delano Roosevelt came into office in 1933 with the country
in economic and social crisis. He moved quickly to establish emergency
programs in agriculture, industry, and finance to attempt to minimally
keep the economy from sinking further and to maximally turn the corner
toward recovery. The president aggressively laid to rest, at least for that
moment in American political history, two widely held assumptions in
American politics: that the federal government had to have a laissez-faire
policy toward the economy and that public social policies were primarily
in the domain of state, not federal, government.

The capstone of Roosevelt’s social policy was the Social Security Act of
1935. It established programs for unemployment insurance, retirement
benefits, and direct assistance to various categories of unemployable
people, including the blind, widows, orphans, and dependent children.
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It was not the great need caused by the Depression that led to New Deal
social legislation. Rather, as Piven and Cloward argued persuasively, it was
that the victims of the Depression mobilized and put pressure on the system
to the point of frightening national elites. There were marches of the unem-
ployed, such as the Bonus March, in which unemployed veterans camped
out near the capitol in Washington, DC, and then were violently dispersed
by army troops. Many joined socialist and communist parties. Had the poor
and unemployed simply sunk deeper in misery and not responded, the sys-
tem would have continued the same instead of conceding reforms."

The next expansion of the American welfare state came during the
Lyndon Baines Johnson administration (1963-1968). Johnson, following
upon a thrust first established in the John F. Kennedy administration
(1961-1963), declared a war on poverty to be a cornerstone of his domestic
policy. Out of his administration came the creation of the Medicare medi-
cal insurance program for the aged, the Medicaid medical insurance pro-
gram for the poor, and a variety of programs aimed at reducing poverty,
including the Head Start program, which provides preschool education
for poor children. Like the 1930s expansion of social welfare programs,
the 1960s expansion was at least in part stimulated by severe social tur-
moil, including the outbreak of riots in numerous black ghettoes.

The subsequent period, especially from the Ronald Reagan administra-
tion (1981-1988) forward has seen no further expansions of American
welfare programs. The major federal policy debates, consistent with the
political ascendance of the conservative wing of the Republican Party,
have concerned how to cut back social spending, or at least restructure it.
The period of welfare-state retrenchment corresponded with increasing
income inequality, stagnation in poverty reduction, and falling real wages
for the working class since the early 1970s.

Conservative critics of the welfare state succeeded in moving social
policy debates from how to design new programs to resolve problems to
how to reduce or eliminate existing ones. They argued that the programs
sapped individual initiative and the work ethic, created dependency,
and were an unaffordable fiscal drain on the nation. They have had more
success in cutting means-tested programs that benefit the poor, such as
housing subsidies and Aid to Families with Dependent Children, than
programs that have universal benefits, such as Social Security and Medi-
care, which help middle-class as well as low-income retirees.'® At the
same time, conservatives have attempted to privatize existing programs
by, for example, hiring private contractors to administer programs and re-
designing Social Security so that a part of the revenues would be diverted
into stock-market Individual Retirement Accounts (IRAs).



Alternative Approaches
to Social Policy

ocial policy evolved differently in Europe than in the United States

because of a greater willingness to rely upon government to counter-
act the natural tendencies of unregulated private economies to generate
poverty, unemployment, inequality, and other social problems. The
laissez-faire approach to social problems favored by the most conserva-
tive of American policy makers relies on commodified market solutions
and the values of individual responsibility and competitive individual-
ism. Only as a last resort should decommodified nonmarket solutions
be employed.

There are degrees of market reliance. The most laissez-faire degree
relies completely on market forces to produce human welfare. When la-
bor activists sought to have a Connecticut city adopt a policy that would
require town contractors to pay their workers a “living wage” that was
above the minimum wage, the leading state newspaper articulated the
laissez-faire principle in its editorial opposition: “It is better to let market
forces determine how much workers should be paid rather than having
a municipality tell businesses what to do.”! Not discussed was what to
do if market forces resulted in wages below the poverty level, creating a
population of working poor.

The first fallback line of defense for laissez-faire advocates when mar-
ket forces prove incapable of producing full human welfare is to use the
state to create conditions, such as through its fiscal policy or construction
of infrastructure, so that the market can perform better. Rather than a
living-wage policy, the city should offer tax breaks to encourage business
activity. The next fallback is to provide the working poor with services
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according to need but use private contractors for their delivery. For
example, a city government might purchase food supplements for the
poor from private contractors. Only after these measures have proven
insufficient should completely nonmarket, decommodified means be re-
luctantly applied, such as publicly financed and operated supplementary
food programs.

What breathes life into the market, according to this approach, are in-
dividuals competitively struggling to maximize their personal interests.
By implication, individuals have a moral responsibility both to work
hard and to competitively struggle against each other in order to achieve
market success. Max Weber meets Thomas Hobbes, the work ethic and
the struggle of all against all, with each man being the other’s wolf. Social
good results from this individualistic struggle, as does the maximization
of individual interests.

In contrast, state-interventionist approaches to social problems start
from the explicit assumption, theoretically articulated by Marx and
Durkheim, that the market is inherently incapable of satisfying all eco-
nomic and social needs.” They include as an avowed goal optimizing the
social as well as the economic functioning of society. If the laissez-faire
approach largely treats social functioning as either a residual effect of
economic functioning or as a private sphere not to be interfered with,
then the state-interventionist approaches prioritize attention to social
functioning via policies aimed at strengthening social inclusion—that
is, at ensuring that all citizens have the means to participate in a normal
manner in the society.

More proactive, government-based approaches to solving social prob-
lems are consistent with the principle of decommodification, defined by
Esping-Andersen as “the degree to which individuals, or families, can
uphold a socially acceptable standard of living independently of market
participation.”* The more citizens can attain necessary goods and ser-
vices as social rights rather than by virtue of market performance, the
less worrisome, anomic, and stressful their daily lives become. Where
decommodification has become most prominent has been in the social-
ization and thereby equalization of the risks of illness, unemployment,
and poverty.*

For developed societies, the comprehensiveness of a welfare state that
can be afforded depends primarily on the balance it chooses between
how much national income to distribute as private disposable income for
individuals and families and how much to distribute as social income for
all citizens. The more of the latter, the more the decommodification of in-
come. All countries distribute at least some part of their national incomes
socially in order to pay for national defense, road construction, and the
like. Welfare states distribute income as well for social programs.
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Critics argue that welfare states have become unaffordable, especially
in today’s competitive global economy. This assertion, though, makes a
question of relative choice into a seemingly inevitable absolute condition.
For developed societies, there is considerable choice over where to set the
balance between individual and social income. Even in the worst of situ-
ations, when national income is declining, it is still possible to preserve
comprehensive welfare states by decreasing private income.

There is thus significant economic latitude over whether to construct or
preserve comprehensive welfare states. The question of whether to do so
is essentially political, despite welfare-state critics attempting to convince
the public that their position has economic inevitability on its side.

SOCIAL POLICY OPTIONS

The opposing American laissez-faire and European state-interventionist
models result in different choices, in nature or degree, in how to ap-
proach, administer, and finance social programs and benefits, and these
choices have different social consequences. These options concern who
is responsible for welfare provision, who the providers and beneficiaries
should be, how to determine eligibility, how generous benefits should be,
and how benefits should be financed.”

Responsibility

Underlying a laissez-faire approach is the principle that responsibility for
providing welfare resides in individuals and families themselves. They
should be self-reliant and not dependent on outsiders for their needs. If
extreme individualism contains the negative value of not caring about
others, then self-reliance is its justifying virtue of not being a burden
on others. Individual and familial responsibilities writ large as societal
approaches seek to maximize private wages and incomes and minimize
taxes and social programs.

The polar approach, consistent with decommodification, calls for so-
cializing responsibility for welfare provision to the whole society. It is
consistent with traditional aristocratic notions of noblesse oblige, Catho-
lic charitable obligations to the poor, and socialist statism. In its modern
guise, there is an additional belief that such socialization of responsibility
is necessary as well as desirable. It is necessary because individuals and
families are increasingly incapable of being fully self-reliant as societies
become more interdependent, a point made by Durkheim, among others.®
It is desirable because it represents the institutionalization of the altruistic
value of social solidarity as opposed to the selfish value of individualism.
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Providers

Private businesses, families, charities, and the state are all active today
as planners and providers of welfare goods and services, but with dif-
ferent motives and structural contexts. For private enterprises, profit is
the most important consideration. They can only become providers if it
is profitable. But the poor cannot afford to purchase many of the goods
and services offered by providers. If the poor were required to purchase
their own health care and housing at market rates, most would have to
go without. The same structural limitations on the capacity of private en-
terprises to provide needed goods and services at a profit exist for higher
classes as well. Most libraries would have to close if they had to be oper-
ated as profit-making private businesses, and the public would have to
do without access to them. The same holds for public schools. The actual
costs of educating a child are so high that most parents could not afford
to pay them if all schools were run as private profit-making businesses.
The extent to which private businesses can be effective providers is thus
structurally limited by their need to earn profits.

Because not all individuals have the requisite purchasing power to pur-
chase necessities at market rates, a second set of providers that includes
families, charities, and the state becomes necessary. These deliver goods
and services on the principle of need within an economy that is supple-
mentary or countervailing to the normal profit-based one.

Families and charities distribute according to the principle of need
rather than profitability. But it is their own voluntaristic determination of
need that decides whether, to whom, and how much to distribute, rather
than necessarily the actual needs of all those in need. A family will be
much more likely to help its own members than outsiders. A church that
embraces opposition to abortion may provide help to have an unwanted
baby adopted but not to abort it. A charity may be set up to finance re-
search into a particular disease regardless of whether that disease neces-
sarily affects a great number of people. Diseases that are more damaging
may not attract as much interest.

The state or government is able to provide goods and services in ways
that private businesses, families, and charities cannot. It can define all
members of a society as eligible for needed goods and services. It can
prioritize the social problems that it wishes to address. It can distribute
goods and services without regard to whether the activity is profitable,
though not without disregard to cost.

In between the state and private sector is a hybrid institution—the non-
profit corporation—that in theory provides the virtues of the private cor-
poration’s competitiveness without its need to make a profit. Because of
this unique combination, nonprofit corporations are supposed to be able
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to provide welfare goods and services at lower costs and more efficiently
than either profit-making businesses or state entities.

But what nonprofits gain in cost efficiency is often at the expense of
their labor forces. In order to lower operating costs and improve their
competitiveness, managers of the nonprofits typically pay their workers
less than what comparable state-sector workers receive.

Eligibility

Governments can design programs that provide benefits only to those
directly affected by a particular problem—the means-tested approach; or
they can design them to benefit all members of the society—the universal
approach. In the former, potential recipients of a benefit must be tested to
see if they qualify. If a program is designed to provide food supplements
only to the poor, then the recipients must be shown to be demonstrably
poor before they can receive the food. On the other hand, national health
insurance programs or public education systems, for which all citizens are
eligible regardless of income, represent universalistic approaches.

European welfare systems, on balance, have more universal programs
than does the U.S. system. For that reason, Europeans identify “welfare”
and the “welfare state” with programs that benefit the whole society,
whereas Americans tend to identify them with programs that only benefit
the poor. Consequently, in Europe, receiving welfare does not carry a so-
cial stigma with it, whereas it often does so in the United States. Further,
because of the more universalistic nature of European welfare systems,
there is more popular support for them, especially when cutbacks are
threatened. In the United States, on the contrary, welfare programs have
less political and popular support when cutbacks are threatened because
they are perceived to benefit only the minority poor.

Corporatist programs are in between the means-tested and universal
ones. In corporatist programs, societal members receive benefits accord-
ing to the contributions they have made—the higher the contributions,
the greater the benefits. The Social Security retirement program in the
United States, in which the size of retirement benefits depends on the
size of contributions over a work life, is an example. Benefits are neither
targeted to the most needy nor equally available to all citizens.

Beneficiaries

Benefits can be attainable through the workplace as fringe benefits or
to all citizens as rights or entitlements. As in the distinction between
means-tested and universal benefits, the issue is whether the program is



58 Chapter 7

available to and benefits only a subset of the population—the employed
whose pay packages include the benefits in question—or all citizens. The
difference is that, in the above, the targeted subset is defined by need—
usually means-tested poverty—while here it is defined by having a desir-
able status, like being employed in a stable position that includes benefits.

From the point of view of liberals and socialists, tying benefits to
employment was always a fallback position when benefits could not be
attained as state-guaranteed universal rights. From the point of view of
conservatives, employment-related benefits represent a compromise.
They compromise the positions of pure market dependence and indi-
vidual responsibility on the one hand with an incentive to find work and
perform well in it on the other.

The obvious problem of tying benefits to employment is that it leaves
out the unemployed and the employed whose pay packages do not in-
clude fringe benefits. One solution to this problem has been to tie benefits
to employment for the employed and then have the state provide benefits
for the rest.

That solution, though, leaves the benefits vulnerable to the vicissitudes of
the market and to employer interests. If it is not legally mandated, employ-
ers are at liberty to discontinue the benefits if they become too expensive.
A significant number of employers in the United States have responded to
the rising cost of health insurance by either eliminating the benefit entirely
or by requiring their employees to pay a higher share of the cost.

Comprehensiveness of Benefits

Many programs in principle deliver universal benefits but differ in
whether those benefits are sufficient to resolve the problem. A health
insurance policy that only offers a 10 percent discount on prescription
drugs offers little more than token universal relief. Unemployment insur-
ance that only replaces a small fraction of the former earnings and is of
short duration will not fully resolve the resulting problems for the person
thrown out of work. An income-tax deduction for child-care expenses
has universal applicability and spares families some of the financial bur-
dens, but it is far short of fully subsidizing the cost. In these respects, the
European welfare programs in general offer far more generous benefit
amounts than do those of the United States.

Financing

Tax-financed social programs differ according to how their costs are
distributed among different income groups. The more progressive the
tax collection is, the higher the proportion of income that must be paid
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by higher-income groups compared to lower-income citizens. The more
progressive the tax system as the source of income becomes, the more
redistributive and egalitarian the effect is in terms of benefit payments.
Europe and the United States both have progressive tax systems, but the
former’s systems are, in general, more progressive, resulting in their wel-
fare systems being more redistributive downward.

COMPARATIVE WELFARE STATES

The two polar types of laissez-faire and state-interventionist approaches
to social policy incorporate different visions of how to best structure so-
cial relations within societies. The first relies completely on self-reliance,
is lodged in the private sector, and has highly unequal results. In the
earliest version, families used their own resources to take care of their
own. With families having unequal resources, the inevitable result was
inequality. In the latest version, individuals and families purchase insur-
ance and old-age annuity products from private corporations. In the case
of the earliest version, since purchasing powers are unequal, the result-
ing protections from sickness costs and income loss due to retirement are
highly unequal. When this type of policy must resort to public programs,
it attempts to target only the needy for benefits and eschews developing
universal entitlement programs.

The second type relies on the socialization of costs and risks, is lodged
in the public sector, and has egalitarian results. The state uses progressive
taxes to collect revenues according to ability to pay and then distributes
benefits according to need. Since benefits are distributed according to
need, they are not distributed equally. But since sickness strikes un-
equally and old age has unequal costs, the effect is to equalize living
conditions and is therefore egalitarian.

Laissez-faire and state-interventionist principles orient social policy
debates. The more the first principle wins out, the more commodified
labor and social life is and the more wages are paid individually. The
more the second wins out, the more labor and social life are decommodi-
fied and the more labor is paid social wages which include tax-financed
social benefits.

These represent polar choices in social policy. Within these polar types
there are significant subtypes that are closer to actual national welfare
regimes. Within the laissez-faire type, there are conservative and liberal
variations, with the United States most closely representing the conserva-
tive and the United Kingdom and Canada the liberal. The main difference
is the relatively higher number of state-provided social programs and
benefits permitted in the latter than in the former.
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Within continental Europe, there are corporatist and social democratic
variations of the welfare state that are closer to the state-interventionist
model.” Though they often produce similar results in terms of citizen so-
cial welfare, they do so in different ways and are based on different theo-
retical assumptions, ideological values, and political party proponents.®

Social democratic welfare policy, most prominently represented in the
Scandinavian countries, developed as a middle way between communist
proposals for rapid all-around socialist transformations of societies and
laissez-faire proposals to make human welfare completely dependent on
market performance. Like the communists, social democrats assumed
that societies were composed of classes with competing interests, they
embraced social equality as a goal, and they were secular in orientation.
But if the communists assumed that class membership was the most
important source of identity and interests, the social democrats gave
individual identity more importance. If communists assumed that the
working class needed only one revolutionary party to represent its inter-
ests, thereby justifying a dictatorship of the proletariat, the social demo-
crats embraced political pluralism in which they would contend with
other parties for influence over state policy. They sought to use the state
to advance socialist goals, including welfare policy, without completely
monopolizing it.

The corporatist model, which has been influential especially in Ger-
many, France, and Italy, was originally developed as a Catholic alter-
native to secular socialist doctrines of either the social democratic or
communist variety. Catholic-based Christian democratic parties took
an originally medieval, Augustinian-founded Catholic notion that the
rich have an obligation to perform good works by, among other acts of
charity, giving alms to the poor and institutionalized it into state-welfare
policy. Underlying this policy was a view of society as being composed of
naturally unequal groups that ought to live in organic harmony.

Unlike the social democrats, there is no explicit goal in the corporatist
model of producing social equality. But, at the same time, it also does
not represent the extreme Calvinist view that poverty is a sign of God’s
disfavor, which has been influential in American culture. The poor have
a place and right to survive in the Catholic world, thereby justifying
welfare programs on their behalf. If the social democrats assume the
modernist notion of the individual as the basic unit of society, then tradi-
tional Catholic social doctrine places the devout practicing family as the
basic unit. It represents, therefore, not the extreme individualism that is
most often associated with typical market capitalist values. For Catholic
liberals, as pointed out by Teresa Montagut, social harmony is a factor
analogous to the social solidarity of the left.
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In sum, there are three European social policy models and one Ameri-
can model for confronting the common social problems of inequality,
poverty, unemployment, family issues, health care, race and ethnic di-
vision, and crime (see table 7.1). Taken together, the European models
attack these problems more aggressively than the American model does,
and they also have more favorable results, as will be seen in the chapters

that follow.

Table 7.1. Conservative, Liberal, Christian Democratic, and Social Democratic
Welfare States
Christian Social
Conservative Liberal Democratic Democratic
Representative ~ United States United France, ltaly, Sweden,
Countries Kingdom Germany Finland,
Norway
View of Class ~ Organic class ~ Organic class ~ Organic class  Class struggle
harmony harmony harmony
Unit of Society  family individual family individual
View of Inequality as Extreme Inequality is Equality is a
Inequality outcome of inequality as natural goal
marketplace outcome of
is desirable marketplace
is undesirable
Attitude toward  Religious Secular Religious Secular
Religion
Social Benefit
Amounts Low Medium Medium High







Social Cohesion
and Inequality

odern European views of equality and inequality developed ini-

tially in reaction to the taken-for-granted inequality of the medieval
world. Beginning in the seventeenth century, thinkers such as John Locke
began to undermine guiding medieval assumptions of inequality. By the
eighteenth century, Enlightenment thinkers attacked legal and political
inequality, arguing that all men (and not necessarily women) should be
equal before the law and be able to vote for their leaders. That was the
foundation for democratic reform.

They did not, though, agree on other aspects of equality: whether
humans were equal in terms of natural endowments or whether there
should be social equality in terms of distribution of wealth and income.
Jean-Jacques Rousseau, for example, while embracing legal and political
equality, was careful to add that “the word [equality] must not be under-
stood to mean that . . . riches should be equally divided between all.”*

Prevailing Enlightenment views endorsed, at a minimum, legal and
political equality. The law should treat all equally regardless of their sta-
tions in life, and each person should be equally represented in governance.
The former was in opposition to the medieval practice of only recognizing
people of stature as being credible witnesses. The latter was in opposi-
tion to the prevailing European practice from the thirteenth to the eigh-
teenth centuries of kings gathering advisory bodies—the estates—made
up respectively of representatives of the nobility, clergy, and commons
(townspeople of substance such as shop owners). Peasants were not repre-
sented, or at best the rural-based nobility was presumed to represent their
interests for them. Each estate cast one vote on policy, with the nobility
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and clergy always being able to outvote two to one the commons, even
though by the 1700s the commons represented more people. The demand
of the commons to abolish the estate system and replace it with popular
representation touched off the French Revolution.

Legal and political equality today are principles in Europe and the
United States. In practice, though, far from either has been achieved. It is
well known that the poor and the rich have different resources to pursue
their interests before the law. Those who can afford more skillful or better-
connected lawyers generally fare better. Depending on the voting system
in force, the rich and poor also have different resources to pursue their
political interests. In the United States, where elections are often decided
by the amount of campaign finances that a candidate can raise, those with
more money see campaign contributions as shrewd investments.

The eighteenth-century demand for legal and political equality rose
against the backdrop of the economic needs of the rising capitalist class.
Whether there was a causal relationship, as Frederick Engels held, or
merely a convenient one, the effect was the same: formal equality was
a necessary condition for further capitalist development.”> Unequal legal
privileges interfered with the efficient production and trade of commodi-
ties. If feudal nobles had the power to determine who was allowed to
open a particular type of store, then it would be their arbitrary whims
rather than market principles that would be determining the nature of
commerce. For capitalism to develop, there had to be formal legal and
political equality among citizens. Different classes—that is, the nobility
and the rising bourgeoisie—could not have different privileges. That was
as far as the Enlightenment notion of equality went. It embraced formal
legal and political equality but did not challenge the existence of unequal
economic and social classes.

If capitalist development required formal—though far from substan-
tive—legal and political equality, at the same time, its economic structure
was based on a fundamental inequality between the classes of owners and
workers. Any equalization or democratization of the powers between the
two classes would undermine the basis on which the system functioned.

EQUALITY OF OPPORTUNITY

Nearly as noncontroversial and universal today as the Enlightenment
principles of legal and political equality is the liberal principle of equal-
ity of opportunity. The fairest social order, according to this principle, is
one in which each person has an equal opportunity to find success in life,
most often conceived in terms of economic achievement. Early liberalism
seemed to assume that the existence of legal and political equality would
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be sufficient conditions to produce an overall equality of opportunity to
succeed in life. But later, liberalism would realize that those conditions
alone would not be sufficient and that further state action would be
needed to ensure equality of opportunity, because social position at birth
greatly influenced the limits of economic success, even among people
who were otherwise equal in terms of their legal and political rights.

By the twentieth century, liberals, especially in the United States, saw
public education as the agency par excellence of equality of opportunity.
Educational achievement was believed to be the single most important
determinant of economic success. Each child in theory equally enters the
educational institution, is trained to her or his capacity, and then is able
to use that resource to succeed economically.

Much of this optimistic view of what public education could deliver
in terms of guaranteeing equality of opportunity was foretold in Emile
Durkheim’s advocacy of using education to mediate natural and social
inequality. He concluded, as mentioned, that public schools would deter-
mine different levels of capability among entering students and then train
and educate them accordingly—what today is called “tracking,” where
students are divided into different special-education, vocational, college-
bound, and honors streams. The students would come out of the different
levels of the educational system prepared to enter different levels of the
occupational structure. The different levels of income in the occupational
structure would in turn afford different social-class standards of living. If
done according to Durkheim’s precepts, this stratified meshing of ability,
educational training, occupational position, and income would not mimic
the distribution of preexisting social classes. Rather, it would abolish
hereditary advantages and use individual merit to establish anew each
generation the occupants of social classes.

The principle of equality of opportunity thus is fully consistent with
and can lead to social inequality. It implies that social inequality will be
an inevitable feature and outcome of competitively structured societies.
The principle of equality of opportunity reduces to equalizing only the
starting points—not the outcomes—of the competitive struggle.

SOCIAL COHESION

A capitalist society can function quite well with equality of opportunity;
it could not with equality of outcome. The natural tendency of capital-
ist development is to polarize incomes between rich and poor. Power to
monopolize income opportunities grows with competitive market ad-
vantage. Businesses and economic classes rise in the competitive struggle
at the expense of their vanquished foes. In time, the victors cumulatively
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become stronger, and the vanquished slip further behind. McDonald’s, the
hamburger megacorporation, began with a few stands and then progres-
sively outcompeted family-owned rivals. As it grew stronger and richer, it
increasingly monopolized the business and drove family-owned rivals first
to lower returns and then completely out of business.

The same asymmetry of power within business classes exists between
business and labor. Those who own capital have innumerable advantages
over those without it to secure opportunities for higher income. It is busi-
ness owners, not workers, who set wage scales. Trade unions can attempt
to increase wages, but they cannot secure workers higher incomes than
their employers.

In a complete laissez-faire capitalism of Darwinian struggle, the rich
would eventually monopolize all income opportunities at the expense
of all other classes, producing extreme class polarization and inequality.
This, though, is contradictory. Extreme laissez-faire capitalism would
ultimately self-destruct. Absolute polarization of income would result in
economic crisis and breakdown, because the majority of the population
would be unable to afford to buy goods and services, causing the collapse
of the businesses that depend on their sale. Most likely before reaching
that extreme there would be a social breakdown characterized by out-
breaks of stealing and other forms of crime by the impoverished majority.
The economic and social crises would have the potential of stimulating
political crises.

The more laissez-faire or unregulated the capitalism, then, the more it
will produce absolute inequality that in turn will provoke economic, so-
cial, and political breakdowns of the system. Thus today no one endorses
a completely laissez-faire approach to economic and social planning in
capitalist societies. But there is a lot of ground between the poles of a sav-
age Darwinian capitalism that produces absolute inequality and one in
which counterpolicies are employed to minimize it.

Contemporary conservative, liberal, and socialist ideologists differ in
terms of how much inequality they believe can be allowed to exist in the
capitalist system without provoking unacceptably high economic, social,
or political costs that would be system threatening. That is where social
policy comes into the issue, in terms of the degree to which states regulate
the amount of inequality that their economies produce.

This is recognized on both sides of the Atlantic. There are differing
beliefs, though, over how much the inequality produced by the com-
petitive struggle should be constrained. If both the United States and
the European countries share the principle of equality of opportunity,
the principle of equality of outcome—that there are social benefits to be
gained by individuals and families sharing the same standard of living—
is not so shared. The United States has never placed achieving that type
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of social equality as a goal of social policy. Its Republican and Democratic
parties” political platforms have shown no mention of income inequality
as a problem to be addressed. The European countries have not made
total equality of outcome a goal either, but they have traditionally been
more worried about social inequality growing too severe to maintain so-
cial cohesion and have adopted counteracting social policies. In 2001, the
European Union made an explicit goal of lowering income inequality by
2010 in the interest of advancing social inclusion.

INCOME INEQUALITY

There is no question that income is distributed more unequally in the
United States than in Europe. As table 8.1 indicates, according to Luxem-
bourg Income Study information, the distribution of disposable income—
income after taxes and including social benefits—in the United States is
more unequal than that of all the countries of Western Europe. Income
inequality in the United States is 32 percent higher than mean European
income inequality. Comparing the earliest years for which the Luxembourg
Income Study has information, the 1970s and 1980s, with the latest, 2000 to
2005, income inequality increased in the United States by 17 percent com-
pared to an average 2.6 percent for the Western European countries. Dur-
ing the period covered, while the overall average for inequality increased,
it did not increase in all of the European countries. Eight of the sixteen
European countries saw modest decreases in their inequality.

INEQUALITY REDUCTION

The state is the only institution strong enough to counter the market’s
natural tendency to heighten inequality. It can do this directly through
the public sector that it controls and indirectly through the taxes that it
collects and the social programs that it funds.

Public Sector

The more ownership and regulation the state has, the greater the power it
has to diminish inequality. In a completely socialistic economy in which
the state owns all means of production and centrally planned economic
development, the state could decide as policy how much income inequal-
ity there would be and then set wage differentials accordingly. Those
wage differentials would then determine the overall inequality in the
society.
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Table 8.1. Income Inequality

Gini Coefficient Social Distance

Austria 257 3.15
Belgium 279 3.30
Denmark 228 2.78
Finland 252 3.04
France 278 3.45
Germany 275 3.37
Greece .333 4.73
Ireland 313 4.48
Italy 338 4.41
Luxembourg .268 3.47
Netherlands 231 2.78
Norway 256 2.87
Spain 336 4.69
Sweden 237 2.82
Switzerland .268 3.28
United Kingdom .345 4.46

European Average .281 3.75
United States 372 5.68

Source: Luxembourg Income Study (LIS), “Key Figures Income Inequality Measures Table,” www.lisproject
.org/keyfigures.htm (accessed March 30, 2010).

Notes: All figures are for disposable income. The Gini coefficient is a statistical measure of overall inequality
that ranges from 0 to 1. The closer to 0, the more equal the distribution; the closer to 1, the more unequal.
Social distance is the ratio between the incomes of the 90th and 10th percentiles. Data are from 1999 for the
Netherlands; 2000 for Austria, Belgium, France, Germany, Ireland, and Spain; 2004 for Denmark, Finland,
Italy, Luxembourg, Norway, Switzerland, the United Kingdom, and the United States; and 2005 for Sweden.

That option, though, does not exist for the United States or Europe,
where there are mixed economies in which private and public sectors coex-
ist. The presence of the private sector greatly constrains but does not elimi-
nate the ability of the state to control wage differentials. With direct control
over only the wage differentials of its own public employees, the state can
influence but not completely determine overall levels of inequality, since it
has little power to determine private-sector income and wage differentials.

Nevertheless, the greater the proportion of overall employment ac-
counted for by public employment, the greater the influence that state
wage differentials have on overall inequality. In both Europe and the
United States, public wage differentials are significantly lower than pri-
vate wage differentials. For that reason, in both Europe and the United
States, public employment decreases overall income inequality. Part of
the reason, then, why there is less overall income inequality in European
countries than in the United States is because they have stronger state
sectors of their economies. Public-sector employees constitute on average
16.3 percent of Western European labor forces compared to 14.1 percent
of the American labor force.?
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State policy can influence private wage policy by establishing mini-
mum wages. There is, however, no necessary relationship between mini-
mum wages and income inequality. Minimum-wage increases will only
decrease inequality if top incomes do not increase more. Any policy that
would attempt to decrease income inequality by raising minimum wages
would have to be paired with a means of controlling top incomes.

States can supplement the incomes of poor and otherwise disadvan-
taged groups. That, though, like minimum-wage legislation, does not
necessarily lead to inequality reduction. To the extent that it is based
on redistribution of income, it may at the least slow rates of increasing
inequality.

State policy can also influence private wage policy indirectly through
labor law. The more labor law is structured so as to enable, as opposed to
frustrate, union organization, the more unions have the power to increase
the relative proportion of public-sector and private company overall
compensation that goes to base employees. There are clear differences
between Europe and the United States in this respect, as noted. European
labor law is much more union friendly, resulting in an average 36 percent
of the labor forces of those countries belonging to labor unions compared
to just 12 percent in the United States, and 73 percent of European em-
ployees being covered by collective-bargaining agreements compared to
just 14 percent of American employees (see table 8.2).

In the United States, public-sector workers are much more likely to
belong to a union than are private-sector employees. Thirty-seven per-
cent of public employees are union members compared to just 8 percent
of private-sector workers, a percentage that is over four times as high.*
Unionized workers in the United States typically obtain higher pay than
their nonunion counterparts. The public-sector and union combination
favors lower pay differentials. Private-sector workers have more very low
and very highly paid employees than do public-sector workers.

The $400,000 salary of the president of the United States is less than
that of middle-level managers of many corporations. It is true that the
president is not the highest-paid public employee in the United States.
The salary packages of chief executive officers of large public hospitals
and very successful sports coaches at public universities can now be in
the million-dollar range—still far less than the top-paid private corpora-
tion managers, though. But the president’s salary carries symbolic impor-
tance. Because of their relatively low salaries, many top federal-appointed
officials serve for short periods of time and then go on to private-sector
positions where they are paid much more, in large part because of the
experience and contacts they bring with them from the federal positions.

At the other end of the pay scale, private businesses in the United
States are much more likely to have minimum- and sub-minimum-wage
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Table 8.2. Union Density and Collective Bargaining Coverage

Union Collective
Density Bargaining Coverage

Austria 31.7 98.0
Belgium 52.9 52.9
Denmark 69.1 80.0
Finland 70.3 90.0
France 7.8 98.0
Germany 19.9 61.0
Ireland 31.7 44.0
Italy 333 80.0
Luxembourg 41.8 60.0
Netherlands 19.8 79.0
Norway 53.7 70.0
Portugal 18.7 90.0
Spain 14.6 70.0
Sweden 70.8 90.0
Switzerland 19.0 n.a.
United Kingdom 28.0 34.0

European Average 36.4 73.1
United States 12.4 13.7

Sources: OECD, Trade Union Density in OECD Countries, 1960-2007, www.oecd.org/dataoecd/25/42/
39891561.xls (accessed March 31, 2010); Lionel Fulton, Worker Representation in Europe (Brussels:
European Trade Union Institute, 2009); U.S. Bureau of the Census, Statistical Abstract of the United States
2010 (Washington, DC: U.S. Government Printing Office), table 648.

Notes: Union density is union members as a percent of labor forces; collective bargaining coverage is per-
cent of labor force covered. Data collected 2004-2008.

employees than are public-sector employers. In part this is because
private-sector employees are less unionized. In part it is because public
employment by its very nature is more open to public scrutiny to avoid
underpayment for labor.

There are clear differences between top private managerial salaries in
Europe and the United States, with those of the latter being much higher
than the former.® The differences are artifacts of different corporate cul-
tures within the contexts of different national cultures. Higher managerial
salaries for comparable work and responsibilities are considered rational
by corporations in the United States because there is little opposition to
them within either the corporations or the society as a whole.

The very top incomes in Europe and the United States are based on
profits from business ownership. States can regulate to some extent profit
income either before the fact, by taxing corporate profits so that there is
less of them to distribute to owners, or after the fact by taxing that form
of individual income.

Overall, though, the mixed nature of economies in Europe and the
United States constrains the power of the state to directly regulate pay
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and income differentials. Much more effective for increasing substantive
equality is to indirectly structure the relative proportions between indi-
vidualized and socialized consumption.

Socialized Consumption

Corresponding to the proportionate mix between private and public
ownership in countries is the mix between how goods and services are
distributed through individual and social wages. In the United States,
workers receive relatively more of their income than in Europe in the
form of individual wages. They use this income to purchase what they
need. They pay a lower proportion of their income as taxes but have fewer
social benefits than in Europe. Instead, they pay individually for as much
as they can afford of health care, child care, education, and other needs.

In Europe, workers receive relatively more of their income as social
wages, that is, free access to government-provided goods and services,
such as health care, child care, and education, which are consumed in
common and equally with other workers. For these higher social benefits,
they pay higher taxes.

The reality of the two forms of income is not new. In the first hunting-
and-gathering societies, parties went out in search of food that would be
brought back and socially consumed by everyone. Today’s breadwinners
bring back incomes to share with dependents in their households, and
welfare states distribute goods and services that are shared by entire
populations. The issue for Europe and the United States is the relative
proportion of each type of consumption.

It might appear at first glance that the two modes of income distribu-
tion have the same overall effect. A citizen can have low taxes and use the
savings to purchase health care, or have high taxes and free health care.
But there are considerable differences. Privatized services that are indi-
vidually purchased are inevitably unequal services. The market quickly
adapts to the income differences among citizens by offering differently
priced access to those services and denying access altogether to those who
do not have sufficient purchasing power. If the services are distributed as
tax-funded citizen rights, they are more likely to be equally distributed
among all.

Thus, the more that income is received in individual wages, the more
unequal will be the effect. Citizens will receive different amounts of
wages and consequently will be able to afford different amounts of con-
sumer items. The more they receive income in social wages, the more
egalitarian will be the effect. Substantial parts of their overall incomes will
be expended on goods and services, such as health care and education,
that are shared equally with others.
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The division between the relative proportions of private and social
wages varies within as well as between Europe and the United States.
Unionized workers in both locations are more likely to have social wages
in the form of benefits as a larger part of their total compensation pack-
ages than are nonunionized workers. Among private-sector workers in the
United States, those represented by unions have 37.1 percent of their com-
pensation in the form of benefits, while those not represented have 27.4
percent as benefits. Public-sector workers in the United States, who are
more unionized than private-sector workers, have modestly more of their
pay in benefits as a percentage of total compensation. State and local em-
ployees have 34.1 percent of their total compensation in benefits—social
wages—whereas private-sector employees have 29.2 percent in benefits.®

Those who favor distributing as much as possible of income as indi-
vidual wages argue that it allows more freedom of individual choice.
Workers receive most of their income as personal wages and are required
to part with relatively little of it for taxes, despite many Americans erro-
neously thinking and complaining that they pay high tax rates. They are
free to use their personal incomes to purchase whatever is affordable that
it pleases them to consume. They can pay high premiums, if they choose,
for health insurance plans that cover all possible health risks, or they can
gamble a bit and save some money by purchasing a different plan that
doesn’t have full coverage. The private health-insurance market adapts to
their freedom of choice—and different purchasing powers—by offering
differently priced heath products, a term much in vogue in the increasing
commercialization of health care in the United States.

The public approach allows more egalitarian access to basic goods and
services that are consumed in common and social solidarity. Individuals
have less personal income and pay higher taxes, but they have fewer ex-
penses for a range of services such as health and child care. They do not
worry about—they are free from having to worry about—whether they
can afford basic health care coverage, since equal access to it, like access
to public education, is taken for granted. Even if they are unemployed or
their income drops, they know that, should they become injured or sick,
they will be able to receive care without incurring enormous debt.

There are different interpretations of the effects of increasing the social
proportion of wages. Karl Marx saw it as marking a progressive step
forward toward socialism when societies increased the amount of funds
deducted from their gross economic products “intended for common
satisfaction of needs, such as schools, health services, etc. From the outset
this part grows considerably with present-day society and it grows in
proportion as the new society develops.”” Others see partial socialized
consumption more as a reform that helps to preserve the capitalist sys-
tem by avoiding system-threatening absolute polarization of incomes.
Whichever the effect, it provides a policy meeting ground for European
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conservatives, liberals, and socialists. Like the welfare state, conservatives
see in social wages a way to socialize charitable obligations, liberals a way
to regulate capitalism to avoid its worst features, and socialists a social-
ist solution to a capitalist problem that is a step toward socialism itself.
In the United States, with no significant socialist presence, only liberals
inhabit that ground. American conservatives, unlike European ones, seek
to minimize, if not eliminate, egalitarian social wages.

Progressive Taxation

It follows that while equality as a social policy goal can be accomplished
either directly by redistributing individual wages or indirectly by increas-
ing the proportion of social wages in national income, the latter is the more
effective and easier to accomplish. Both strategies require taking, through
taxation, income from upper-income groups and then redistributing it to
lower-income groups. The first involves either financing supplemental in-
come for the lower classes or targeted subsidizations of their basic expenses
in housing, food purchases, medical expenses, and the like.

The second strategy—the easier and more effective—involves using the
revenues derived from taxing excess upper incomes to support the pro-
grams (education, health, child care, and so on) that are equally distributed
to the population. It is easier and more effective because it permanently
removes a form of income from the competitive struggle that produces in-
equality. The first strategy of redistributing individual incomes represents
a temporary shift of income to the needy, the occupants of whose ranks
change. Not only is the redistribution temporary, but it also occurs as a
politically resented aberration in the context of what is considered to be an
otherwise desirable competitive struggle for unequal incomes.

Taxing higher-income groups at higher rates and lower ones at lower
rates, by its very nature, diminishes income inequality. The extent of
equalization depends on (1) the relative amount of income that is taxed
and (2) the degree of progressivity of the tax rates. The more taxation
there is, the greater the possibility of diminishing inequality. But if only
a relatively small amount of income is subject to taxation, no matter how
progressive the tax rates are, the overall effect will be small. How aggres-
sively these measures are employed depends on whether conservatives,
liberals, or socialists are in power. It depends also on whether there is a
desire to have generous publicly financed social programs.

Inequality Reduction in Europe and the United States

What accounts for inequality reduction, then, are the combined effects
of state progressive taxation and redistributive social programs. They
result in a significant difference between inequality of money income and
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disposable income—incomes before and after the effects of taxation and
social programs. Depending on how progressive state policy is, the distri-
bution of disposable income will be more egalitarian than the distribution
of money income.

What is striking, as revealed by table 8.3, is that the distribution of
money income in Europe and the United States is virtually equal with
Gini coefficients of .45 and .46, respectively. But when the distributions of
disposable income are compared, the differences are dramatic—.29 ver-
sus .38. What accounts for the difference is that European tax policies and
social benefit policies reduce inequality on average by 36 percent com-
pared to the 17 percent reduction effected by American policies, which is
less than half as much.

Income inequality, as the statistical information for Europe and the
United States indicates, is an equally inevitable outcome of their competi-
tive private-market economies. What is not equally natural or inevitable is
how much of that translates into unequal living conditions. Governments
have considerable power to use progressive taxation and social programs
to temper the effects of the market on daily living conditions. If the United
States is more unequal than Europe, as all the statistical evidence indi-
cates, it is because of different political, not economic, conditions.

Table 8.3. Income Inequality Reduction: Gini Coefficients, 2005

Money Disposable Percent
Income Income Reduction

Austria 43 27 37.2
Belgium 49 27 44.9
Denmark 42 23 45.2
Finland .39 27 30.8
France 48 .28 41.7
Germany .51 .30 41.2
Greece n.a. .32 n.a.
Ireland 42 .33 21.4
Italy .56 .35 37.5
Luxembourg 43 .26 39.5
Netherlands 42 27 35.7
Norway 43 .28 48.8
Portugal .54 .38 29.6
Spain 49 .32 34.7
Sweden 43 23 46.5
Switzerland .35 .28 20.0
United Kingdom 46 34 26.1

European Average 45 .29 35.6
United States 46 .38 17.4

Source: OECD, http://stats.oecd.org/Index.aspx?&Queryld=11353&QueryType=View (accessed April 2, 2010).



Poverty

Poverty is a relative term whose meaning is found in reference to what
it is not. To be poor is to be not rich, or at least not nonpoor—a double
negative that in mathematics results in a positive, in this case the original
meaning of poverty. Of course, in life, poverty is taken not as a positive
but as a negative condition. A poor person is one who lives below some
line that separates him or her from others. If poverty is originally relative,
it comes to incorporate an absolute meaning. It indicates a condition of
life. One lives in poverty, meaning that one lives at a certain deprived
level that presumably can be defined, as in a family of four that has an an-
nual income of less than $22,050 is poor—the way that the United States
Census Bureau defines poverty.!

MEANINGS AND TYPES OF POVERTY

The two dimensions of poverty, relative and absolute, are not at all nec-
essarily correlated. Not all people who are poor in absolute terms are
necessarily poor in relative terms, and vice versa. In global terms today,
the first-world / third-world and north/south divisions separate nonpoor
from poor countries in absolute terms. The average absolute standard of
living of third-world countries is not only significantly lower than those
prevailing in first-world countries, but it results in living conditions that
are deprived in terms of life chances, especially health conditions.

Any notion of absolute poverty assumes a relative comparison. If third-
world countries are judged to be poor, it is in relation to contemporary
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possibilities, which are known because there are first-world countries
living them. On the other hand, today’s third-world standards of living
surpass in important respects those of first-world countries several cen-
turies ago. No matter, then, how absolute a definition of poverty is, it will
always incorporate relativity.

Third-world countries thus have high amounts of absolute poverty
by contemporary world standards. They differ, though, according to
whether they also have high amounts of relative poverty, meaning that
there is a significant proportion of the population that lives on dramati-
cally less income than the average. The typical third-world country has
high relative, as well as absolute, poverty, because a small minority con-
sumes most of the country’s scarce income. But there are also a few third-
world countries that distribute relatively equitably their scarce income.
Cuba is an example.

First-world countries, which include those of Western Europe and the
United States, have low amounts of absolute poverty by contemporary
world standards. As in the case of third-world countries, they differ ac-
cording to whether they have high or low amounts of relative poverty.
The United States is the primary example of the former, those of Western
Europe of the latter.

In addition to being measured and conceived of in absolute and rela-
tive terms, there is also a subjective dimension to poverty. To be poor in
either the absolute or relative sense does not necessarily result in a per-
son’s considering herself or himself to be poor. It is also true that people
can consider themselves to be poor despite not being poor in either of the
other two senses. Thus poverty consciousness is a third variable corre-
lated in varying degrees with the other two, and therefore, to some extent,
it operates independently.

MEASURING POVERTY

Measuring poverty depends first upon which dimension—absolute or
relative—is being considered, and second upon when the measurement
takes place—before or after taxes—and the effects of government transfer
programs when they take place. The timing of measurement for poverty
has the same consequences as the timing of measurement for income
inequality.

The notion of absolute poverty incorporates attempts to define a fixed
amount of income that is needed to meet basic needs. It is the form
of measurement used to establish the official poverty threshold in the
United States. Mollie Orshansky, an economist in the Social Security
Administration, originally developed the threshold during the Kennedy
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administration of the early 1960s. Kennedy had made poverty into an
issue, in large part because of the influence of American socialist writer
Michael Harrington’s The Other America, published in 1962. Harrington
eloquently drew attention to large pockets of poverty in the United States
at a time when many were assuming that most were living a middle-class
American dream. If Harrington described the reality of continual poverty,
then Orshansky, as an economist working within a major government
agency, attempted to find a way to measure exactly how many people
actually were poor.

She based poverty thresholds first on the cost of an adequate diet and
second on the cost of other household needs.? She consulted the 1955 De-
partment of Agriculture Household Food Consumption Survey, which
concluded that there were four typical food budgets in order of decreas-
ing cost—liberal, moderate, low-cost, and economical. After some delib-
eration, she based her calculation on the lowest-cost one, the economical.
She assumed that for a household to not be poor in absolute terms, it had
to have an income of at least three times the cost of the economical food
budget to cover the costs of its food and other necessities. Since the size
of the food budget depended upon the number of mouths to be fed, she
established different poverty thresholds for different-sized households.
She also qualified the thresholds according to the age and gender of the
head, resulting in 124 categories of households, each with a different
poverty threshold.

In January 1964, six months after the publication of Orshansky’s ex-
ploratory article and after Kennedy’s assassination, the new president,
Lyndon Baines Johnson, continued the focus on poverty by announcing
that a War on Poverty would be the centerpiece of his domestic policy.
To implement the antipoverty program, he established the Office of
Economic Opportunity. There was, though, still no official definition of
poverty, nor was there an estimation of its size. After much discussion,
the Office of Economic Opportunity in May 1965 adopted the Orshansky
approach as its working definition. In August 1969, the federal govern-
ment made it the official definition. The Orshansky approach, with built-
in adjustments for inflation and slight modifications, has continued to be
used in the United States ever since.

Critics of the Orshansky technique for measuring the poor consider it to
seriously underestimate the extent of poverty in the United States. They
note that it is too rigid to take into account rising material standards of
living. In the more than four decades since it was established, new types
of necessities have been added to typical household budgets. No one in
1963 could have foreseen that in the future a personal computer, a rela-
tively expensive item, would be considered a necessity. Critics also note
that the economical food budget is too low. The 1955 Household Survey
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considered it to be an emergency—not normal—budget. The budget as-
sumed also, in Orshansky’s words, that “the housewife will be a careful
shopper, a skilled cook, and a good manager who will prepare all of the
family’s meals at home.”® That may be the case with some households
with incomes above the poverty line and thus technically not counted to
be poor, but it certainly is not the case with all of them. Orshansky herself
considers the poverty thresholds to be outdated.*

For all of their limitations, though, the Orshansky guidelines provide
reliable measures over time of the waxing and waning of antipoverty
results in the United States. The first year for which the thresholds were
retroactively applied was 1959, and they showed a poverty rate of 22.4
percent. Over the next fifteen years, as a result of War on Poverty pro-
grams, the rate steadily declined to 11.2 in 1974—exactly half of what it
had started at. That also turns out to be the lowest the poverty rate has
ever been. Since 1974, it has fluctuated between a high of 15.2 in 1983 and
a low of 11.3 in 2000.°

Two general factors are responsible for the fluctuations: the strength of
the economy and the expansion or contraction of antipoverty programs.
A strong, growing economy expands employment opportunities at higher
wages, which decreases the number of persons whose incomes fall below
the poverty thresholds. Political decisions are responsible for expanding
or contracting antipoverty programs that lift persons and families above
poverty thresholds. There appears to be no consensus among the govern-
ing classes that the 11 to 15 percent poverty range is too high or that poli-
cies need to be developed to lower it.

The other major approach to poverty measurement is to consider it in
terms of relative deprivation. Its existence is indicated not so much by not
having enough income to afford the bare essentials of physical survival as
by not having enough income to participate in what are taken culturally
to be the normal day-to-day activities of the community, such as going to
a movie, purchasing holiday presents for others, and eating out occasion-
ally. In order to so participate, one must have an income that is within the
normal range.

Most analysts of relative poverty set the bottom of what is considered
to be normal variously at 40, 50, or 60 percent of the median national
income. Most international comparative measures use 50 percent of the
median mark. The Economic Commission of the European Union has set
it at the higher end, at 60 percent of the median. Others refer to the high-
end measure as the “at risk of poverty” line.

For social policies that embrace social inclusion as a primary goal, the
relative conception of poverty is the most appropriate. Whereas the abso-
lute measure focuses on physical survival without regard for integration
into the community, the relative measure concentrates on integration into
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the community while assuming that physical survival goals have already
been met—an assumption clearly more appropriate for developed than
for developing societies.

For developed societies, relative measures of poverty thus inevitably
indicate that larger proportions of the community are poor than do ab-
solute measures. If for absolute measures the focus is on determining
the proportion of the population that lives in such abject conditions that
its physical survival is threatened, for relative measures the focus is on
determining the proportion of persons whose incomes are too low to al-
low them to be adequately socially integrated for the society as a whole
to function well.

There is no question that relative poverty is significantly higher in the
United States than in Europe. With 17 percent of households living on less
than 50 percent of the median income, the United States tops the list in
relative poverty (see table 9.1). Underlying the gravity of relative poverty

Table 9.1. Relative and Absolute Poverty, Percent Below Poverty

Absolute
Relative—50% of Median a b

Austria 7 5
Belgium 9 6
Denmark 5
Finland 7 5 7
France 7 10
Germany 11 7 8
Greece 13
Ireland 15
Italy 11
Luxembourg 8 0.3
Netherlands 8 7 7
Norway 7 4
Portugal 9
Spain 14
Sweden 5 6 8
Switzerland 9
United Kingdom 8 16 12

European Average 9 7 8
United States 17 14 9

Sources: Relative poverty—OECD, Growing Unequal? Income Distribution and Poverty in OECD Countries
(Paris: OECD, 2008), table 5.A2.1; a—United Nations Development Programme, Human Development
Report 2007/2008 (New York: Palgrave Macmillan, 2008), table 4; b—Timothy Smeeding, “Poor People
in Rich Nations: The United States in Comparative Perspective,” Luxembourg Income Study Working
Papers 419 (October 2005), table 2.

Notes: Relative poverty = percent with income below 50 percent of the median household income in 2005;
a = percent of population living below US$11 a day; b = percent population living in poverty using 2000
U.S. official poverty line.
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in the United States is the increasing marginalization of the poor into
urban ghettoes and isolated households that are socially excluded from
mainstream patterns of social interaction. Unlike in Europe where social
exclusion is acknowledged to be a serious social problem, in the United
States social exclusion is at best ignored and at worst welcomed as a justi-
fied punishment for losers in the competitive struggle for a living wage
or salary.

From the 1970s and 1980s—the first years for which the Luxembourg
Income Study has relative poverty statistics—until 2000, most countries
saw increases in relative poverty. The average rate in Europe increased by
13.2 percent compared to a virtually identical 13.3 percent increase in the
United States. The difference between the two is that the European Union
in 2000 took measures to lower its poverty rate by 2010,° while there has
been no comparable decision in the United States.

POVERTY REDUCTION

Common to both absolute and relative forms of measurement is the issue
of which form of income—money (income before taxes are deducted and
social benefits added) or disposable (income after the combined effects of
taxes and social benefits)—is used to determine the percentage of people
below poverty lines.

The more effective the social policy program for reducing poverty, as
with general income inequality reduction, the more the rate of poverty
will be less for disposable than for money income. With money income
being determined by the unregulated competitive struggle, and dispos-
able income by how its distribution is modified by state social policies, it
follows that the direct goal of poverty-reduction programs is to reduce
the number of people living below disposable income poverty thresholds.
The two variables, then, that determine the extent of poverty reduction
are—as in income inequality reduction—the two differences between
money income and disposable income: taxes (subtracted from money
income) and transfers (added to money income).

Progressive taxation in itself reduces the rate of relative disposable
income poverty. If the rich lose relatively more of their money income
than the poor due to paying high rates of taxes, that action alone will shift
relative disposable income downward and lift some of the money income
poor out of poverty. The number lifted out of poverty will depend upon
the extent of progressiveness of the tax system.

The number lifted out of poverty will also depend on how much of the
resultant extra tax revenues from the nonpoor are used to finance trans-
fers to the poor. The more taxes are used to finance transfers to the money
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income poor, the more of them will be lifted above the disposable income
poverty line. The same holds for absolute poverty reduction.

Using the criterion of 50 percent of median income, money income rates
of relative poverty in European countries vary from 17.6 to 33.6 percent,
while the disposable income rates vary from 5.3 to 14.8 percent (see table
9.2). This indicates that European government poverty-reduction pro-
grams have had considerable, though not complete, success. Denmark
and Sweden have the lowest disposable income poverty rates at 5.3,
with money income poverty rates of 23.6 and 26.7. The cause of their low
relative income poverty rates is their aggressive government poverty-
reduction efforts that lifted eight out of ten money income households out
of poverty.

Public relative-poverty-reduction programs are dramatically less ef-
fective in the United States. Following the same criteria for defining the
relative poor as those whose income falls below 50 percent of the median,
the United States starts out in terms of money income with a 26.3 percent
poverty rate and ends up with a not greatly less 17.1 percent rate in terms
of disposable income. The 26.3 percent money income rate is virtually
identical to the European average of 26.7, as is the Gini coefficient for in-
come inequality. This indicates that the common market economic struc-
ture produces this range of poverty. However, the disposable income rate

Table 9.2. Relative Poverty and Poverty Reduction Rates, 2005

Money Income  Disposable Income  Percent Reduction

Austria 23.1 6.6 71.4
Belgium 32.7 8.8 73.1
Denmark 23.6 5.3 77.5
Finland 17.6 7.3 58.5
France 30.7 7.1 76.9
Germany 33.6 11.0 97.0
Greece 32.5 12.6 61.2
Ireland 30.9 14.8 52.1
Italy 33.8 11.4 66.3
Luxembourg 29.1 8.1 72.2
Netherlands 24.7 7.7 68.8
Norway 24.0 6.8 71.7
Portugal 29.0 8.9 69.3
Spain 17.6 14.1 19.9
Sweden 26.7 5.3 80.1
Switzerland 18.0 8.7 51.7
United Kingdom 26.3 8.3 68.4

European Average 26.7 9.0 66.3
United States 26.3 17.1 34.9

Source: OECD, http://stats.oecd.org/Index.aspx?Queryld=9909&QueryType=View (accessed April 3, 2010).
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of 17.1 is significantly higher than any of the European rates, indicating
that the United States does far less in poverty-reduction efforts. Whereas
the European average is to save seven out of ten of its money income poor
from disposable income poverty, the United States prevents only three
out of ten from that fate.

When poverty is considered according to the absolute criteria employed
in the United States—the original Orshansky definition and a much lower
standard for measurement of poverty—the results of poverty-reduction
efforts and other government transfer programs in the United States ap-
pear more effective. In 2005, the U.S. government officially defined 12.6
percent of its citizens to be poor in terms of money income before taxes.
That figure, though, because of the way the Census Bureau does its calcu-
lations, included transfers. If money income alone were considered, the
poverty rate would have been 18.9 percent. The net result of government
taxes and transfers (including antipoverty programs), using the higher
18.9 percent figure as the starting point, was to reduce the rate in dispos-
able income terms to 10.3. Almost half (45.5 percent) of the money income
absolute poor were lifted out of poverty.”

U.S. redistribution programs to mitigate poverty seem reasonably suc-
cessful only when the standard is set very low. However, even when
doing that, the results do not look favorable in comparison with those of
Europe. Applying the same low standard for establishing money income
poverty thresholds to European countries indicates that their much more
encompassing and generous transfer and poverty-reduction programs lift
much higher percentages of the money income poor out of poverty.

The comparative ineffectiveness of poverty-reduction programs in the
United States reflects a lack of consensus in the governing classes regard-
ing making poverty reduction a public policy priority as it is in Europe.
High priority, instead, is given to reducing the costs of antipoverty pro-
grams. Since the Johnson administration (1963-1969), poverty reduction
has virtually vanished as a national issue.

In the 2008 Democratic Party presidential primary, which was ulti-
mately won by Barack Obama, John Edwards briefly broke the silence by
prominently focusing on poverty reduction in his unsuccessful campaign.
After withdrawing from the race, Edwards joined with antipoverty activ-
ists, organizations, and experts to launch a “Half in Ten” campaign. Their
goal was to cut the rate of poverty in half within ten years through such
policy measures as indexing the minimum wage to the medium income.
Because Edwards was considered to be a prominent contender for a
cabinet position if Obama won, there was considerable belief that poverty
reduction could become a focus of domestic policy for the first time since
the 1960s.
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Within months of the launch of the Half in Ten campaign, though, and
before the November election, revelations emerged that Edwards had
fathered a child with a campaign staffer. The ensuing scandal forced him
out of consideration for a role in the future Obama administration.

The Obama administration has not made poverty reduction a direct
domestic policy priority, no doubt because it considers it to be too con-
troversial in an American political context. It has limited itself to pursuing
policies, such as health care reform, that are indirectly beneficial to the
poor and the near poor.

THE POLITICS OF POVERTY REDUCTION

There are two polar approaches to antipoverty social policy: a conserva-
tive approach that attempts to maximize the private economy and indi-
vidual choice and responsibility, and liberal and socialist approaches that
rely primarily on state-sponsored transfer programs and social solidarity.
The set of policies in any given country will usually combine elements
from both, though in different proportions.®

The conservative agenda on poverty in the United States calls for reli-
ance on the private economy, individual responsibility, and the use of
charities and means-tested public programs, when necessary, to deliver
relief to the poor. Contemporary American conservatives argue that it
is possible for the private economy to grow enough to eliminate abso-
lute poverty at the money income stage. If the private economy grew
enough, the poor would receive enough additional money income to
afford amounts of food and other necessities that would be sufficient to
lift them out of absolute poverty, and this could occur despite their receiv-
ing the same or a lesser share of national income. Thus, in the American
conservative view, the main thrust of any antipoverty policy should be to
concentrate on absolute, not relative, poverty reduction and to promote
the growth of the private economy rather than state transfer programs.

Underlying the American conservative view is the belief that people are
fundamentally responsible for their fates in the competitive struggle. The
best way to end poverty is not through a state-sponsored handout to the
poor but rather through reforming the poor of their defects in motivation
and educational preparation so as to enable them to compete effectively
in the market.

It is no accident, given a growing conservative influence over federal
social policy, that the 1996 Welfare Reform Act in the United States, which
mandated a cut in direct benefits to the poor, was titled “The Personal
Responsibility and Work Opportunity Reconciliation Act.” It cleverly
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combined for political purposes the positive-sounding values of conserva-
tive individualism with the originally Protestant work ethic—both deeply
entrenched values in American culture.

When the problem of poverty undeniably presents itself, American
conservatives call for relying on private charities rather than state-
sponsored efforts to deliver needed resources to the poor. Aside from
avoiding swelling the size of state budgets—a negative to be avoided in
conservative eyes—relying on private charities has the additional advan-
tage of promoting free choice. Only those citizens who wish to do so will
contribute goods and services for poverty relief, and they will be able to
choose the type of poverty relief they wish to support by virtue of the type
of private charitable program to which they give.

Compassionate conservatism, as propounded by the Republican Party
in the United States, reproduces faintly the original Augustinian conser-
vative doctrine of noblesse oblige. In the contemporary market-oriented
version, American conservatives will only interfere with market out-
comes of poverty on their own terms of free choice—that is, through
freely chosen charitable contributions rather than through obligatory
taxes for poverty relief. This gives them the power to control directly
what types of handouts they will make.

When private efforts prove insufficient, American conservatives back
limited government relief efforts through means-tested poverty-reduction
programs. These programs differ according to whether their goal is to de-
liver direct relief to the poor through income supplements, food stamps,
rent subsidies, and the like, or whether their point is to reform the poor so
that they can compete more effectively in the market. Where the latter is
the goal, teachers, job counselors, social workers, and other middle-class
professionals increasingly become direct beneficiaries, since the antipov-
erty programs finance their livelihoods.

Democratic president Bill Clinton’s 1996 welfare reform resulted not so
much in reduced spending on antipoverty programs as it did in shifting
from direct benefits to poor individuals and families to support for reform
programs, including support for the middle-class professionals who staff
those programs. It thereby broadened the class base of beneficiaries of
antipoverty programs. On this, there is a policy meeting ground between
American liberals and conservatives: conservatives ideologically prefer
reforming the poor of their presumed defects, while liberals often staff
the programs.

The fundamental problem with the conservative approach is that it
is not possible for an unregulated market economy to eliminate relative
money income poverty and the social exclusion it causes. That can only
occur on the disposable income level, and only after substantial redistri-
bution. The unavoidable reality is that state action is the only available
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means for mitigating the extent to which the competitive market struggle
results in the negative social outcomes of relative poverty and social ex-
clusion from the society as a whole.

Poverty reduction inevitably requires transferring resources to the
poor. Some of these—as conservatives would have it—can come from
private charitable donations. But charity has never proven to be a suffi-
cient source of funding for antipoverty programs. In addition, charitable
funds are also rarely distributed equitably or rationally according to
needs among the poor. They are distributed according to the desires of
the donors.

By far the largest share of poverty-reduction funds must come from
public tax revenues. These provide relatively reliable amounts of revenue
that can be used to fund poverty-reduction programs, which states have
the capacity to design according to rational and equitable principles, even
if in reality that does not always occur.

Taxation, then, is at the center of poverty reduction, for it provides the
largest potential source of revenues for antipoverty programs. The more
tax revenues there are, the more it is possible to fund poverty-reduction
transfer programs. Whereas citizens can decide individually whether to
donate to charities to help the poor, citizens cannot decide individually
whether to pay taxes that are used to help the poor.

All transfer programs involve individual taxpayers contributing more
or less than they will receive in resulting benefits. A direct one-to-one re-
lationship between individual input and resulting benefit occurs rarely if
ever. To that extent, transfers are almost always involved in government
taxation and expenditures. Taxpayers who do not own cars do not receive
direct benefits from government road building. A part of their income is
transferred to car owners who benefit from the roads.

The concept of transfers, though, is usually meant more narrowly to
include only government-financed social programs that involve allocated
incomes or supplements to income, such as unemployment compensa-
tion, Social Security retirement income, disability payments, and poverty
relief. These programs differ according to whether most or all citizens
benefit from them at one time or another or whether they are targeted
only for the certifiable means-tested poor. Unemployment compensation,
Social Security retirement income, disability payments, and family al-
lowances are examples of the first type of generalized transfer programs.
Despite not being directly tied to poverty reduction, generalized transfer
programs are more responsible for actual poverty reduction than are
means-tested programs that are directly tied to it. Expansion of Social
Security retirement income in the United States, for example, was more
responsible for lowering elderly rates of poverty than were means-tested
poverty-reduction income supplements.
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A given country can thus obtain more in the way of poverty reduction
through the expansion of generalized transfer programs than through
direct means-tested antipoverty programs. Conversely, any lessening of
generalized transfers will have a significant negative impact on poverty
reduction. Generalized transfers carry the additional advantage of enjoy-
ing more public political support than do programs that directly target
the poor, who are often, at least in the United States, stigmatized and ac-
cused of being undeserving of help.
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Unemployment:
The Sword of Damocles

Unemployment is the sword of Damocles that hangs over the neck of
every worker.

—Humberto Silex, labor organizer, El Paso, Texas

nlike poverty, unemployment is a specifically capitalist problem. It

first arose as a problem of economic and social significance in the
waning centuries of medieval feudalism as labor markets began to de-
velop and people’s livelihoods increasingly depended on securing paid
work through those markets.

During the height of medieval feudalism proper, before the develop-
ment of labor markets, unemployment had not been a problem. Each
peasant had a place, however humble, in the estate economies. Nor had
unemployment been a problem for earlier Greco-Roman or New World
slave societies. It was the nature of the employment that was the problem
for the slaves. In the modern era, unemployment was not a problem of
any significance for twentieth-century European socialist societies. They
were structured to ensure full employment.

Unemployment arose and continues to plague Europe and the United
States because of the structural features of capitalism. They create a
musical-chairs labor market that at most times has more job seekers than
positions. This is unemployment’s underlying causal reality, despite
many thinking that it is an artifact of personal defects of the unemployed,
such as negligence on the job, lack of motivation to work, or lack of suffi-
cient educational preparation. It is undeniable that personal characteris-
tics can determine who becomes unemployed at any particular moment.

87
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But even if every worker had the highest motivation to work and had
maximum skills, there would still be unemployment. Engineers, manag-
ers, and other highly skilled and presumably motivated workers have all
experienced unemployment through no fault of their own.

HISTORICAL ORIGINS

During feudalism’s classic period from the ninth to the twelfth centu-
ries, the base of the economic pyramid was made up of peasant labor
on manorial estates. Each peasant household had a right to plant crops,
graze animals, gather food, and hunt—either individually or in coopera-
tion with other households—for its subsistence needs. In return for these
rights, they had rent obligations to landlords, which were paid through
work on the landlords’ fields.

These were natural rather than money economies. The vast majority of
products were consumed directly by their producers. They were not sold
for money to others who would do the consuming. There was little money
in circulation, with most persons not needing to use it in their daily lives.

There was no labor market. For there to have been a labor market, there
would have had to be a group of workers whose labor power was avail-
able for purchase by employers. But individual landlords directly tied up
peasant labor. In addition, peasants were accustomed to working directly
for their subsistence products from the lands, fields, and forests to which
they had access. They were not accustomed to working for the more ab-
stract wages that could be used to purchase from others what they needed
to subsist. That would only come later with capitalist market economies.
Peasants were not accustomed to working for people other than them-
selves or their landlords. Even if they had wanted to, they were not free
to go to work for employers other than their landlords.

If there was no feudal labor market, there could be no unemployment,
for unemployment only exists when there are more workers offering to
sell their labor power in a labor market than there are employer buyers
willing to buy it. This is not to say that there was no feudal poverty or
other serious problems. Rather, it is only to say that unemployment, by
any modern meaning of that term, could not have existed.

Unemployment in its most basic economic meaning can only exist when
labor has become a commodity available for sale in a labor market, and
this presupposes that other parts of the economy, including labor prod-
ucts and means of production such as land, have also become commodi-
ties. In the full-fledged feudal economy, the basic economic ingredients
of labor, labor products, and means of production, of which land was by
far the most important, were not commodities. Put differently, there were
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not markets for any of the three components. No one could buy labor or
land, and products could be bought only in scattered, episodic markets.
To make the transition from an economy in which labor, labor products,
and means of production were not available for sale to one in which they
were took centuries, and it proceeded in fits and starts, with Europe being
a patchwork of areas in different stages of development in the transition.
In order for labor markets to develop and for labor to become com-
modified, peasants had to lose their traditional rights to use the land,
fields, and forests of the manors to satisfy their subsistence needs. How
this occurred involved considerable social trauma. The earliest and most
prototypical case occurred in England. By the last half of the fifteenth cen-
tury, there had been a general expansion of the production of commodi-
ties in England, such that enough of a market economy existed to greatly
increase the power of money in daily life. Capitalism thus existed in the
circulation of commodities. But it did not yet exist in the production of
them. Commodities were not made by wage laborers. They were made by
independent peasants and artisans, who were then offering them for sale.
Land was still not commodified in the sense of it being available as
private property for purchase. There was a considerable amount of land
tied up in state lands, church lands, common lands, and land occupied
by peasants. The majority of the rural population was made up of peas-
ants who occupied land that, though it had a feudal origin, was now for
all ostensible reasons theirs due to common-law traditions. The peasants
tilled their own land and had access to pasturelands to graze their animals
and woodlands for wood gathering and hunting. Access to common lands
enabled the supplemental production necessary to complete the peas-
ants’ subsistence needs. In addition, rarely were there fixed boundaries
to whose land was whose. The practice was for one household to till land
during one planting season. When the harvest was over, the land would
be opened up, along with all other harvested land, to extend pasturage for
all of the husbanded animals to use, not just those of the household. For
the next planting season, the household might till entirely different land.
In time, as capitalism and commodification of land rights progressed, this
casual attitude toward ownership and possession would end. Land would
be demarcated with hedges and fences for the exclusive use of its owners.
Transformations of labor power and land into commodities went hand
in hand in several different ways. Dutch merchants entered England with
commodities to sell from the continent and sought raw wool to take back
to their own incipient woolen-goods factories. They quickly bought up
what was available and then began offering higher prices to encourage
English landlords to produce more of it. This gave landlords an incen-
tive to take over and enclose the common pasturelands for their own
exclusive use for sheep production. Eventually they demanded exclusive
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use of all the common lands, denying peasants their traditional rights to
them. In time, landlords would take over peasant farmlands as well.
Parallel to the enclosures movement, Henry VIII broke with the Church
of Rome and created a division between it and the Church of England.
Out of the schism came the English Reformation and the origins of the
present-day Anglicans, as they are known in England, or Episcopalians,
as they are known in the United States. Prior to the English Reformation,
monasteries controlled a considerable amount of land. During and after
the Reformation, monastery land was either given or sold at extremely
low prices to court favorites, thereby transforming it completely into pri-
vate property. In the process, many peasants who had been tenants of the
monasteries were thrown off. Crown lands similarly, though for different
reasons, ended up in the hands of court favorites as private property.

FIRST UNEMPLOYMENT CRISES

As peasants lost access to their traditional lands, which were their means
for sustaining themselves, they took to the roads and headed for cities for
uncertain futures, in which prospects for survival were problematic at
best. The city itself was coterminous with capitalist development. It was
in cities that merchants set up permanent sites for markets. It was there
that workshops grew into factories. And it was there that labor markets
began to develop to find labor for the newly expanding factories. Factory
growth, with its demand for labor, would resolve the problem of peasant
dispossession of land, but only in the long run.

In the short and medium runs, there were more peasants being forced off
the land than there were available jobs in the new factories. The new sup-
ply of labor outpaced the demand, with the difference creating a growing
unemployment crisis. In classical political economic terms, England for the
first time contained surplus labor, not in any Malthusian sense that there
was overpopulation, but rather in the sense that there was more labor than
capitalistically organized industry could absorb and still remain profitable.

History’s first unemployed population had no institutional bases of
support to fall back on. They took to the roads, and the roads became
dangerous for travelers. They headed for the cities, and the cities became
filled with beggars. In desperation, many turned to robbery to survive.

The English Crown responded to the crisis in three ways. First, the Tu-
dor and Stuart kings in the fifteenth and sixteenth centuries weighed in
against the enclosures as detrimental to society’s welfare. They sponsored
a number of ineffectual anti-enclosure measures. These may have slowed
down but did not stop the enclosures. In one interpretation, the Crown’s
posture was nothing more than that, a posture. It responded to the obvi-
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ous violation of traditional law by proclaiming its allegiance to it but did
little or nothing to actually enforce it, because there was a contradiction
between the interests of the peasantry, who had traditional right on their
side, and the interests of the landlords, who had more access to and class
affinity with the Crown. The Crown resolved the contradiction by ac-
knowledging the traditional right of the peasants and officially opposing
the enclosures. At the same time, the Crown did little or nothing to actu-
ally enforce its anti-enclosures measures, thus allowing them to proceed. A
more charitable interpretation holds that the Crown’s opposition actually
slowed down the pace of the enclosures and thereby gave the society more
time to adapt to them, thus sparing it of the most harmful consequences.!

A second response was the development of what was the world’s first
intentional state social policy regarding unemployment. In 1601, Eliza-
beth I, responding to the poverty and disorder wrought by the enclosures,
proclaimed the Poor Law. It assigned responsibility for the poor to local
parishes. They were to provide relief for the impoverished old, sick, and
infants and to establish workhouses where able-bodied poor were to be
put to work. The Poor Law existed in various forms for centuries up until
World War II. The distinction between the deserving poor eligible for
relief and the able-bodied who should be put to work has continued to be
an underlying theme in social policy debates.

The third response, which Karl Marx emphasized in his discussion of
the enclosures as one of the forcible measures which created the modern
proletariat, was highly repressive.> Those dispossessed peasants who
were not absorbed in either the factories or workhouses and remained
as vagabonds and beggars were subject to the most severe punishments.
Marx cited the very same Tudor and Stuart monarchs, including Eliza-
beth I, who opposed the enclosures, as mandating whipping, branding,
slicing off of ears, and death for incorrigible vagabonds and beggars. If
direct relief and workhouses were the forward part of the social policy for
history’s first unemployed, the death penalty was the fallback.

The enclosures and resulting unemployment continued through the
seventeenth and eighteenth centuries. These were also the centuries of
the beginning of England’s colonization of North America and Australia.
The colonies became a partial solution to the unemployment problem by
providing places to which the unemployed displaced peasants could be
exported, thereby relieving pressure on the home country.

While some of the displaced found the means to make the trip volun-
tarily, most were coerced. It was the practice of the British courts to sen-
tence people convicted of crimes to be exported to the colonies. They then
sold the convicted to sea captains who would transport them to North
America. There, the captains would sell them to employers as indentured
servants. They would be thereby enslaved as indentured servants, usually
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for a period of seven years. At the time of the American War of Indepen-
dence, the majority of the white population had arrived originally as inden-
tured servants.?

To the English Crown, the policy of exporting the unemployed made
perfect sense. It seemed to be a fully humane solution to the problem.
The workhouses could absorb some but not all of the unemployed, and
certainly exportation was more humane than execution. Underlying the
policy was the assumption that unemployment was to be avoided or
eliminated at all cost, and that doing so would be economically, socially,
and politically beneficial.

That turned out to be a false assumption based on an incomplete un-
derstanding of the functioning of capitalism. From the fifteenth to most of
the eighteenth century, capitalism in practice was developing in Europe
at a faster pace than the understanding of it. It was only in the late eigh-
teenth century that economic theory began to catch up with the reality of
capitalist development.

In 1776, Adam Smith published The Wealth of Nations, the pioneering
work of classical political economy. In it he advanced the famous formu-
lation of what later became known as supply-and-demand theory:

The market price of every particular commodity is regulated by the pro-
portion between the quantity which is actually brought to market, and the
demand of those who are willing to pay the natural price of the commodity.*

Smith prominently included labor as one type of commodity, stating that
when the supply of it exceeds the demand for it, its price, that is its wage,
falls, and vice versa. By implication, an oversupply of labor—unemploy-
ment—serves a positive function by regulating the amount of the wage
and is therefore not to be viewed in wholly negative terms. Similarly,
when there is an undersupply of labor, the wage will rise and cut into the
profit of the owner. Rising wages, in turn, attract more laborers into the
market, which acts to bring wages back down and shore up profits.

Smith’s understanding that unemployment kept wage costs in check
and, in more general terms, that it was actually beneficial to capitalist
development—or at least to capitalists—spread to factory owners and
government officials, and this led them to abandon the policy of attempt-
ing to export the unemployed.

ECONOMIC FUNCTIONS OF UNEMPLOYMENT

There are three ways in which unemployment benefits business owners
and employers in Europe and the United States. The first, as pointed out
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by Smith, is that an oversupply of workers lowers the wages that employ-
ers must pay and, ceteris paribus, increases their profits. This relationship
is immediately apparent to any job seeker. If he or she has a skill shared
by relatively few others and there is a demand for it by employers, then
wage offers will be relatively high. Contrariwise, if he or she has an ordi-
nary skill shared by many or a lack of any particular skill at all and there
are many with similarly low qualifications competing for jobs, then wage
offers will be relatively low. In the 1990s, for example, as computers were
being widely embraced both in businesses and homes, the demand for
workers with computer skills was greater than the supply. Computer
worker wages rose. But, as predicted by Smith, this enticed many to seek
computer training, which increased the supply of trained computer work-
ers to the point that it began to match the demand, and wages fell.

Factors of relative supply and demand in the labor market thus func-
tion to regulate the wage rate. As demand becomes relatively higher than
supply, wages rise; as relative supply approaches relative demand, wages
begin to decline. When there is an absolute oversupply, there is unem-
ployment, and that serves to depress wages of the employed even more.

It is in the interests of employers to ensure that there is always a ready
supply of appropriately skilled workers. Depending upon the field, this
can be accomplished by ensuring that public education produces enough
graduates with appropriate skills. It can also be accomplished by import-
ing workers with appropriate skills.

The second general way in which unemployment is beneficial for em-
ployers is that its existence serves to discipline those who still have jobs.
When unemployment is high, the dangers of losing a job are high. It is
one thing to lose a job when it is relatively easy to find another. It is quite
another thing to lose a job when high unemployment makes finding an-
other one very difficult. In such conditions, workers are more likely to be
especially cautious to preserve their existing jobs. They will be less likely
to pressure for higher wages. They will be more likely to work extra hard
to win the favor of their supervisors. When unemployment is high, work-
ers realize that their jobs are vulnerable too. Layoffs, if and when they
come, may be selective. That, then, encourages workers to compete with
each other to be on the list that will not be laid off. All of this ultimately
results in each employed worker producing more and being more profit-
able to the employer.

In the reverse situation, when there is near full employment, em-
ployed workers perceive more options if their existing working con-
ditions are not to their liking. They can pressure for better working
conditions where they are employed, knowing that, should that result
in their losing their job, it will not be that difficult to find another. When
workers perceive that their employers are having a difficult time finding
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and keeping workers, they know that they do not have to work as hard
to hold on to their jobs.

The effect of unemployment on employed workers operates selectively.
It does no good to employed workers for there to be a general low rate of
unemployment for the work force as a whole but a high one in their own
field. A teacher of physical education, for example, may face a situation in
which there are few available positions in physical education regardless
of the ups and down of the overall unemployment rate.

The most revealing function of unemployment is that it acts as a shock
absorber for the business cycle. Since the beginning of the nineteenth
century, when statistics on economic growth began to be kept, it has been
documented that market societies go through phases of expansion and
contraction. When they are expanding, companies encounter increasing
demand for their goods and services. To meet the increased demand, they
add employees to their payrolls. When they are contracting, the opposite
occurs. The economy slows down, and there are fewer buyers for goods
and services. With fewer buyers for what they produce, companies must
then reduce production and lay off workers, thereby adding to the ranks
of the unemployed.

If companies did not have the flexibility to shed workers as business cy-
cles dipped, they would face bankruptcy. Workers can only be profitably
employed so long as the goods or services that they make can be sold. If
the product cannot be sold, no matter how productive the worker, the
worker must be released. To continue paying wages or salaries to workers
to keep producing goods or services for which there are no buyers would
result in a drain on company revenues that would ultimately cause finan-
cial ruin. Were there to be a law forbidding companies from dismissing
even good workers, it would have the effect of severely undermining the
ability of companies to survive, let alone prosper, in the ups and downs
of the business cycle.

There is thus a functional necessity of unemployment for capitalist
economies, though not for all economies. Neither feudalism, as we have
seen, nor the Eastern and Central European socialist societies of the
twentieth century were structurally dependent on the existence of un-
employment. They had problems for sure, but unemployment was not
one of them. Whether unemployment is a problem or an advantage of
capitalist societies depends on the perspective. It is an advantage from
the point of view of employers who wish to keep wages from rising too
high, to instill discipline in workers, and to have the flexible means to
adapt to the rise and fall of the business cycle. In those respects, it is
doubtful that capitalist-organized societies could exist if unemployment
was not a possibility. But from the point of view of workers, unemploy-
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ment is definitely a problem. It is the sword of Damocles that hangs over
their necks.

SOCIAL CONSEQUENCES

Loss of income is the first problem when the sword falls. When the pay-
check stops, workers and their dependents lose the ability to continue
making purchases of necessities at the same level. Payment for food, rent,
clothing, and other necessities becomes more problematic. Consumption
of luxuries can be cut back. Strategies can be employed to buy food more
economically. But there is no question that the severity and duration of
lost income undermines the life chances of workers and their dependents.
If unemployment is temporary, household economies will be able to re-
bound with the renewal of income. If it is of longer duration, though, the
household will sink into poverty, and that will bring additional problems.
There is truth in the saying that most Americans are four paychecks away
from poverty.

The unemployed condition is anomic. As originally described by
Durkheim and discussed earlier, anomie is a condition that results from
loss of reference points in life.’ It can have a number of causes, including
sudden social change, loss of family, and unemployment. Common to
all is disruption of the accustomed, predictable forms of life. Durkheim’s
profound insight was that most individuals function best in predictable
routines. They adapt to them. When the reference points that structure
their routines are lost, individuals are left swimming in a sea of stressful
uncertainty.

It is thus not poverty produced by unemployment that is anomic. A
person who has been poor for a long time lives within a relatively predict-
able situation. It is when poverty comes on suddenly that it is experienced
as anomic, for then the person is thrust into a new, unfamiliar situation.
In the case of poverty produced by unemployment, it would be one thing
if newly unemployed persons were assured that they were being laid off
only for a fixed amount of time and then would be reemployed in their
old positions. Then they could hunker down financially and live off of
savings or income from temporary jobs, knowing that there was indeed
a defined light at the end of the tunnel and that life would resume in its
familiar structures and routines.

But that is not the common unemployment situation. More likely is
that they will not know when or if the unemployment will end. And even
if they are fortunate enough eventually to find new positions, it will not
be known ahead of time what type of positions they will be and at what
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income levels. For many, the fear of finding a replacement position at a
lower income is as anomic as the fear of not being able to find any at all.
It is all of the uncertainty that faces the newly unemployed that is experi-
enced as anomic, stressful, and hellish.

Aside from the obvious psychological toll that anomic unemployment
takes, in extremes it results in early death. Among the studies that have
confirmed the relationship between unemployment and early death are
those of Brenner, who found that as unemployment rates increased in the
United States and the United Kingdom, so too did death rates. Stefansson
found the same relationship in Sweden, where the long-term unemployed
had a 37 percent higher death rate than the employed population.®

Unemployed persons can die early from a number of causes. In the
United States, where most access to health care depends on medical in-
surance that is employer provided, loss of employment results in loss of
health care. It is not so much that the unemployed are then completely
unable to be cared for in emergencies. Should an unemployed, uninsured
person be in an automobile accident, for example, she or he will be taken
to and cared for in a hospital, and only later during recovery will they
have to face the hounding of medical bill collectors. Rather, the more
likely scenario that results in early death is that, without medical insur-
ance, people are more likely to avoid or put off being seen medically
in a timely manner for conditions which then become serious and life
threatening. Still more likely as a cause of early death is the very anomic
consequence of unemployment, which results in stress-related conditions
such as heart disease, strokes, and substance abuse.

In addition to early death, which is the most serious possible conse-
quence of unemployment, there can be a host of other negative impacts,
including increases in family tensions and problems.

From the point of view of the society as a whole, unemployment results
in social exclusion, since employment is the most important means of
connecting individuals to the economic structure in a double sense. By
working, individuals contribute to and, more importantly, take part with
others in economic production. This integrates them into a central activ-
ity of the society. And, because of the income derived from employment,
they are able to consume goods and services within the normal range of
expectations for the society.

Unemployment breaks these nexuses to social inclusion and integra-
tion. To the extent that social inclusion is considered to be a necessity for
healthy social participation, it follows that any condition, such as unem-
ployment, that precludes social inclusion will result in problems. Indi-
viduals who are prevented from participating economically in production
and consumption will be prone to becoming detached and isolated from
other social activities. That can lead to depression, loneliness, aberrant be-
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havior, becoming withdrawn, and becoming neglected by others. The less
people take part in normal social and economic interactions, the higher
the potential social psychological toll.

SOCIAL POLICY

Unemployment exists for structural and personal reasons. The dynamics
of the capitalist labor market create two types of structural unemploy-
ment. In the first, a total type of occupation is made redundant because
of productivity increases. The classic example is farming. As agricultural
labor becomes more productive due to the incorporation of labor-saving
technology, fewer farmers are needed to produce the same quantity of
food. Unemployment then grows among the ranks of agricultural labor.
The same can be said for the history of mining and for many types of fac-
tory employment. The second type of structurally caused unemployment
results, as we have seen, from downturns in the business cycle that cause
workers to be laid off at least temporarily.

Personal unemployment results from conditions that make individu-
als unemployable because of their own characteristics, such as health
problems, physical or mental limitations, lack of skill, and in some cases
motivational problems.

The more laissez-faire the approach to economic and social planning,
the less that can be done about either structurally or personally caused un-
employment. If profit making is the unchallenged goal of all enterprises,
then workers will not be hired if they cannot be profitably employed, and
they will be shed whenever their employment ceases to be profitable.

The structural incapability of the private market to generate full em-
ployment produces the necessity of a state unemployment policy. The
two overall policy alternatives for treating unemployment are maximiz-
ing employment or maintaining the population that cannot be employed.

Maximizing Employment

There is a consensus on both sides of the Atlantic that employment is the
preferred solution to unemployment whenever possible. The state has
three strategies to maximize employment: by stimulating growth policies,
both long term and as counters to business-cycle downturns; by subsidiz-
ing private employment in unprofitable positions; and by directly creat-
ing state positions that are unprofitable.

The first is the least controversial since even laissez-faire advocates see
promoting growth policy as a proper role for state activity. Growth pro-
motion can be generalized when state central banks lower credit rates to
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stimulate borrowing and economic activity. It can be selective when states
make investments to stimulate activity in particular regions or to shore
up or stimulate particular business sectors or companies. An example of
regional stimulation was the policy of the United States government to
increase military spending in the South during the 1960s, both to combat
southern poverty and to more closely integrate the region into the national
union. An example of shoring up the business sector was the federal grant
to airlines following their loss of business after the September 11, 2001,
World Trade Center attack in New York.

The second and third alternatives are more controversial, since they
call for creating unprofitable work opportunities that run against laissez-
faire principles.” Subsidizing private companies to create unprofitable
positions in order to generate employment occurs episodically and is
usually targeted to treat particular problems. Examples include paying
companies to employ inner-city youth and physically or mentally handi-
capped persons. Direct creation of state positions—dismissed derisively
as make-work by critics—is more controversial from the laissez-faire
point of view, since it both allows unprofitability and expands the size of
the state sector.

The contradiction between work and profit is well exemplified by the
history of President Franklin Delano Roosevelt’s Works Progress Admin-
istration (WPA) during the Great Depression in the United States. The
mandate of the WPA was to create work that made use of the actual skills
of the unemployed. Masons were employed to build stone structures.
Artists were employed to paint murals. The WPA began with the notion
that it was more dignifying to employ the unemployed than to hand out
relief to them. As such it embraced the American work ethic and became
one of the most popular of the New Deal programs. Despite its public
popularity and support, though, it was discontinued in the early 1940s
because it had become clear that it cost more to create and administer the
positions than to distribute a minimal relief check to unemployed work-
ers. In other words, the business principle of profitability—in the form of
reducing costs in this case—triumphed over encouraging the work ethic.
Business interests also attacked the WPA because they saw it as providing
an alternative form of employment offering choices more desirable than
their own low-wage job offers.

If businesses can only accept employment that is profit generating, then
workers can only accept employment in a decent job. For workers, the
goal is not any type of employment but rather employment with at least
an average wage and working conditions that allow socially inclusive
normal participation in society. Slavery, it is often said, had full employ-
ment. Thus, employment maximization, as policy, has internal contradic-
tory class components.
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Unemployment rates in Western Europe until 2008 were an average
3 percent higher than those in the United States (see table 10.1), which
would seem to indicate that the latter was more successful at maximizing
employment. This, however, is illusory, if the standard of employment
at a decent job is used. The United States counts part-time employees as
employed. It has relatively more low-wage workers than European coun-
tries do. Also relevant is the fact that in the United States the unemployed
receive significantly less support than in Europe. This makes them more
desperate to accept any type of work to survive.

Unemployment Relief

Public relief for the unemployed differs greatly in the United States and
Europe. The United States has a minimalist approach based on the dual
premises that unemployment is a temporary condition and that support
for the unemployed should not be so generous as to act as a disincentive
to those seeking or returning to work. Consequently, the amount of sal-
ary replacement during the time of unemployment benefits is low and the
duration of the benefits short.

The 1935 Social Security Act established the current system of unem-
ployment insurance. The federal government maintains an unemploy-
ment insurance fund based on payroll deductions from workers and
tax payments from their employers. This fund is then distributed to the
states to finance their own unemployment benefit programs. The amount
of the benefit varies from state to state. On average it replaces 49 percent

Table 10.1. Unemployment Rates, 1990-2008

European Union-15 United States

1990 8.1 5.6
1996 10.1 5.4
1997 9.8 4.9
1998 9.3 4.5
1999 8.6 4.2
2000 7.7 4.0
2001 7.2 4.7
2002 7.6 5.8
2003 8.0 6.0
2004 8.1 5.5
2005 8.1 5.1
2006 7.7 4.6
2007 7.0 4.6
2008 7.1 5.8

Average 8.2 5.0

Source: OECD, Employment Outlook 2009, table A.c.
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of lost income during unemployment. Common to all state programs is
that benefits will last for twenty-six weeks. Congress may approve up to
two thirteen-week extensions if it deems that poor economic conditions
warrant them. In the past, the maximum length that anyone could collect
unemployment benefits was one year. However, in 2009, because of the
severity of the recession, Congress began funding additional extensions
beyond one year.

There is no backup system for when unemployment benefits are ex-
hausted, short of welfare programs that require proving indigence. If no
employment is found once unemployment benefits end, then workers
are without any source of income and must turn to family and friends
for help, or they must begin to liquidate savings, including those for
retirement and higher education for children. Once those sources are lig-
uidated, people may then qualify for poverty relief. The thrust of welfare
cutbacks in the United States since 1995, though, has been to make even
poverty relief, like unemployment benefits, temporary. It is now possible
to exhaust all forms of public relief.

Western European systems generally have higher income replacement
amounts, longer durations of benefits, and backup income replacement
systems for when direct unemployment benefits are exhausted (see table
10.2). The exceptions are Ireland, with the same replacement rate and du-
ration of benefits; the United Kingdom, with the same duration of benefits
but a higher replacement rate; and Greece, with a lower replacement rate
but longer duration of benefits.

What is most notable is that all of the European systems have backup
income replacement programs, though less generous, for when unemploy-
ment benefits are exhausted. Those systems help to keep the long-term
unemployed from sliding into poverty, while in the United States the long-
term unemployed must prove poverty before becoming eligible for addi-
tional benefits, which in itself are rarely sufficient to lift them out of poverty.

Some of the problems faced by the unemployed in the United States
are precluded for their European counterparts because of the relatively
greater proportion of social wages. For example, the great majority of
working Americans receive health insurance as a benefit of their employ-
ment. If they lose their employment, they lose their health insurance.
They are of course free to buy a private policy. But heath insurance is
very expensive, a cost that is especially out of reach for most of the un-
employed precisely because it would come at a time when income has
been drastically reduced. Where health insurance comes as either a citizen
right, as in Sweden, or an employment benefit that is automatically ex-
tended to the unemployed at public expense, as in Germany, the negative
impact of unemployment on health is greatly reduced. The 2010 Health
Reform in the United States, as discussed in chapter 13, will partially miti-



Unemployment 101

Table 10.2. Unemployment Benefits: Europe and the United States, 2007-2008

Duration of
Percent Benefits
Income Replaced in Months

Austria 52 9
Belgium 58 Unlimited
Denmark 70 48
Finland 65 23
France 71 23
Germany 65 12
Greece 47 12
Ireland 49 15
Italy 63 7
Luxembourg 82 12
Netherlands n.a. 38
Norway 66 24
Portugal 80 24
Spain 64 24
Sweden 60 14
United Kingdom 53 6

European Average 64 20
United States 49 6

Source: OECD, Tax-BenefitModels, www.oecd.org/document/3/0,3343,en_2649_34637_39617987_1_1_1_
1,00.html (accessed April 5, 2010); and OECD, Benefits and Wages 2007, table 1.1.

Note: Net replacement rate is an average of cases of a single person and one-earner married couple, an average
of cases with no children and with two children, and an average of cases with previous earnings in work
at 67 percent of the average production worker (APW) level, 100 percent of APW level, and 150 percent
of APW level.

gate but not eliminate the negative impact of the loss of employer-based
health insurance.

The danger of unemployment, from the European point of view, is that
it leads to social exclusion if countermeasures are not taken. The issue for
social policy is how to maintain the unemployed population in a socially
inclusive manner. Providing them with income replacement meets part
of the problem. With income, the unemployed can continue to at least
meet their material needs. But it is not sufficient to avoid completely the
dangers of social exclusion. An idled worker is one who by definition is
not participating with other working members of society.

Idled workers may succumb to remaining isolated in their homes,
slumped in front of televisions. Idleness then has the danger of sending
the unemployed into depression and making them unemployable. To
counter the social isolation of the unemployed, a number of European
countries now offer the unemployed social insertion incentives, such as
free access to movie theaters and museums, to get them to leave their
homes and participate in public life.
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Support for Child Raising

hildren and old persons, with few exceptions, are dependents. Their

ages place them before and after the ages of being economically ac-
tive and able to support themselves directly. They survive on the basis
of support from economically active age groups. Both depend upon the
economically active age groups’ being willing to extend that support and
on the degree to which it is extended.

In the most extreme capitalism, everyone fends for themselves in a
Darwinian struggle of all against all. There is no logic within the market
that provides for children and the elderly, who cannot directly provide
for themselves. There is no inherent market mechanism that ensures there
will be transfers of income to support them. For that to occur, nonmarket
mechanisms must be in place to offset the market’s tendencies to only
reward the economically active and successful. The extent to which these
mechanisms are in place and their nature depends upon the society’s for-
mal and informal family policy.

Family policy itself is a subset of overall social policy, though there
is no clear line that distinguishes it from other types of social policies.
If family policy is to be made up of all policies that impact the family,
then virtually all forms of social policy would have to be considered. The
existence or nonexistence of universal health insurance, for example, has
great importance for household budgets as well as the health of families.

Today, state-sponsored family policies encompass all programs that
attempt to either support or orient how families function. Examples of
the former include cash transfers and tax benefits for families with de-
pendent children. Examples of the latter include programs that encourage
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or discourage child bearing as well as those that promote birth control
and family planning. Most analysts consider family policy to be directed
mainly at issues regarding children. But in chapter 12 we will consider
family policy to be also made up of programs that seek to subsidize or
socialize the costs of caring for the elderly, because they, like children, are
generally incapable of totally taking care of themselves or of being cared
for completely by their families.

THE FAMILY AS CHILD WELFARE PROVIDER:
PAST AND PRESENT

Historically, families took direct responsibility for the welfare of their
dependent children according to their needs. In the absence of aid from
states or other institutions, the family was often the only institution that
distributed goods and services according to need rather than productive
economic contribution or power.

The farm family of the past functioned as both an economic and social
unit. It combined the labors of as many of its members as possible to pro-
duce household consumption needs. Children did chores as economically
productive contributors.

As societies became industrialized and urbanized, children’s labor
became less economically important. Children shifted from being produc-
tive contributors to the family economy to becoming completely depen-
dent on others who brought home incomes. At the same time, workplace
and home became increasingly separated in time and space—a develop-
ment that Max Weber found to be particularly important.! Overall, fami-
lies became less directly production units and more consumption and
reproduction—in the sense of species reproduction—units.

Families were still responsible for bringing up children. But now hav-
ing children represented more taking on new expenses rather than mak-
ing investments in the farm’s collective labor power, and families became
less able to financially support grandparents and other members too old
to work. This growing development undercut the financial stability of in-
dividual families, prompting the modern social welfare need to socialize
some of the expenses of raising children.

SOCIALIZING THE COSTS OF CHILD RAISING

Supplementary state programs to economically support families with de-
pendent children first arose in Europe for a number of reasons. The grow-
ing expenses of raising children in urban settings led to falling birth rates.
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In the early twentieth century, a number of European countries noted and
became concerned about these falling rates. Their response was to de-
velop state-support policies to encourage women to have more children.?

Also driving the need for supplemental state support of families with
children has been the increasing proportion of two-wage-earner fami-
lies. As women have moved into paid labor forces, they have had to use
earned wage and salary incomes to pay for services such as child care
that were formerly done by themselves. The market has proven to be a
poor provider of those services at affordable prices, causing the need for
state action. As the additional contributions of female workers to family
incomes have moved from being supplemental to necessary, any inter-
ruption in the provision of these incomes, such as during and after the
biologically driven cycle of child bearing, can have serious consequences
for household budgets. State or employer programs to make up for in-
comes that would otherwise be lost become an increasing necessity for
these periods.

The basic premise of extending benefits to families with dependent
children is that all adults, including those without children, should share
to some extent the costs of raising society’s children because society as a
whole benefits from having children adequately reared. Children grow
up to take over the responsibilities of maintaining the survival of the so-
ciety. They will also be available to provide needed services to both their
own parents and aging adults who did not raise their own children. An
aging adult who did not have children may need the services of a younger
doctor who was raised by someone else.

The counterargument, most associated with conservatives in the
United States, is that child raising is the exclusive responsibility of indi-
vidual families. Not only is there no communal societal responsibility, but
it is alleged that the taking on of such responsibilities by society weakens
the self-reliance of families.

At the crux of this debate are ideological responses to historical and
technological changes that have affected the family. Urbanization and
the entrance of actual and potential mothers into paid labor forces are the
most important. These have made families increasingly dependent on the
outside economy. This has generated the basic issue of the extent to which
the costs, risks, and responsibilities of child rearing should be socialized.

The key question for family social policy, as we have seen, is who is
responsible for financing the upkeep of children, who themselves are not
yet economically productive. There are two possible responsible parties:
their families and the state, with individual families having the brunt of
the responsibility in most cases. In modern societies, children can no lon-
ger be expected to contribute significantly to their own upkeep beyond
household chores or part-time jobs as they approach majority age.
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For children without families, the state or private charities must step in
with support. These include orphaned and abandoned children, children
whose parents are in prison, and children whose parents are judged unfit
to raise them. State options in these cases include establishing orphan-
ages or attempting to place children with families. In the latter case, the
state can pay foster parents to take care of children temporarily or for the
long term. It can also promote permanent adoption. In all cases, the key
variable is the amount of tax-based contributions that are available for
financing.

For children with families—the vast majority—the key issue is how
much their costs will be subsidized by taxes drawn from the whole soci-
ety. Here, two issues are at play. The first is demographic. To the extent
that states judge themselves to be underpopulated or the average ages of
their populations to be too high, they can encourage couples and women
to have more children by providing more support for them. Western
and Central European countries that are, because of aging populations,
facing long-term imbalances between those who pay into supporting
welfare-state programs and those who draw benefits from them have an
interest in increasing birth rates. They have all instituted generous child
subsidy programs in part because of this motivation. The United States,
which is facing the same demographic problem, has not instituted such
programs to nearly the same degree, nor is there public discussion of such
programs.

The second issue is moral and ideological. To the extent that the
principle is embraced that all adults are responsible for all children, pro-
grams will be instituted to share the costs of child rearing. This principle,
though, while consistent with European social democratic and Christian
democratic thought, collides with the principles of individualism and
individual family responsibility that are embraced by American conser-
vatives.

The differences between Europe and the United States in this respect
are real and significant. But embracement of the individualistic responsi-
bility ethic is not absolute in the United States. As in the case of support
for unions and national health care, a majority of Americans may well be
favorably disposed to European approaches to supporting families. Hav-
ing majority backing, though, does not necessarily translate into having
the power to institute a program.

Beyond providing access to free primary and secondary education,
which is noncontroversial on both sides of the Atlantic, there are a number
of programs for subsidizing the costs of raising children. These include
family allowances, which are regular cash stipends to families with chil-
dren; one-time cash, goods, or services grants upon the birth of a child;
extra aid for adopted and disabled children; and childcare programs.
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There is great variation within Europe and the United States in terms
of the types of programs available, whether they are targeted or univer-
sal, and how generous their benefits are. As expected, European families
receive far more social support for raising children than do families in
the United States, though because of the complexity of the programs, it is
difficult to quantify exactly how much more.

In what follows, we will concentrate on those family policy programs
that are directly targeted toward subsidizing or socializing the costs of
child raising in the order to which they affect parents: maternity and pa-
ternity leaves, family allowances, child care, and public education. Other
programs that benefit both families with and without children, such as
universal health insurance, are discussed in later chapters.

Maternity and Paternity Leaves

The arrival of a new child, either through birth or adoption, presents
working parents with considerable time and money expenses. For these
reasons, private and public plans have been developed in many countries
to help parents. These plans vary between allowing unpaid leaves of ab-
sence from the workplace to granting paid leaves of absence at varying
proportions of salary replacement.

The International Labour Organization (ILO) of the United Nations in
2000 established international standards for maternity-leave programs.
These standards include the following: leaves should be for at least
fourteen weeks; they should be paid at minimally two-thirds of what the
woman was earning; there should be medical insurance; and, in the case
of women not eligible for employment-tied benefits, they should receive
comparable benefits from general social-assistance funds.

In 2007, all Western European countries, with the exception of Nor-
way, exceeded the standard for weeks of maternity leave, and all except
Ireland and the United Kingdom exceeded the standard for wage re-
placement (table 11.1). Almost all of the European programs are financed
through general governmental social-assistance funds.

The United States did not meet either of the minimum ILO standards.
Before 1993, it had no national provision for maternity leave. In that year,
the U.S. Congress passed the Clinton administration’s Family and Medical
Leave Act, which allows twelve weeks of unpaid maternity leave, but only
for employees who work for companies with fifty or more employees and
who meet other working-hour requirements. As a result, coverage is far
from universal, with only 60 percent of workers being eligible.?

Though there is no national policy guaranteeing paid maternity leaves
in the United States, they are partially available as fringe employee ben-
efits in both the public and private sectors. Only a quarter of American
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Table 11.1. Maternity Leaves, 2006/2007

Percent Wage

Weeks Replacement Paid

Austria 16 100
Belgium 15 75.3
Denmark 18 100
Finland 17.5 96.6
France 16 100
Germany 14 100
Greece 17 100
Ireland 48 37.9
Italy 21 76.2
Luxembourg 16 100
Netherlands 16 100
Norway 9 100
Portugal 17 100
Spain 16 100
Sweden 12 80
Switzerland 16 80
United Kingdom 39 23.8

European Average 19 86.5
United States 12 0

Source: OECD family database, www.oecd.org/dataoecd/45/26/37864482 .pdf (accessed April 6, 2010).

employers give fully paid leaves of absence to give birth, with these usu-
ally being for fewer weeks than the ILO standard of fourteen.* With over
half of American mothers with children under one year of age in the labor
force, the absence of comprehensive national paid maternity leave contin-
ues to be a serious problem, especially for young families.?

Many European countries also have parental leaves that allow either
parent to stay at home to care for the new child after the exhaustion of
maternity-leave benefits. Finland allows twenty-six weeks of parental
leave at 70 percent of salary after the exhaustion of maternity benefits at
the same rate, with additional parental leave at a flat rate available until
the child is three. Such leaves are unavailable in the United States, either
as national programs or as job-related fringe benefits.

Family Allowances

Family allowance programs exist in all European countries to subsidize
families with children through cash payments. They started in part as
a measure to encourage having children in order to offset declining na-
tional birthrates. Some of the early programs only gave benefits to fami-
lies after the birth of a third child. These have been significantly altered
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so that they all now provide cash benefits after the first child. In Finland,
up to 85 percent of the cost of raising a child is subsidized through family
allowances. In general, European family allowances are worth about 10
percent of average wages per child. Their impact is greatest for large and
low-income families.

The United States has no existing family allowance program. What ex-
ist instead are tax deductions for children that are worth about 6 percent
of the income of an average family.®

Child Care

With the increase of two-income families, child-care programs have
become increasingly necessary. All European countries have developed
such programs, though with different levels of support. The French pro-
gram is the most generous. It provides eight hours daily of free child care
for two- to six-year-old children. Child-care centers exist for under-two-
year-old children in which parents pay income-related fees, with national
and local governments subsidizing on average 75 percent of the cost. The
United States has yet to develop a national program, relying instead on
market-provided programs and some targeted state-subsidized programs
and tax breaks.

Public Education

The one universal welfare program that has become available in both
Europe and the United States is free public primary and secondary edu-
cation. It represents a primary example of socializing the costs of raising
children to the whole tax-paying society. It occasionally sparks opposition
from taxpayers who either do not have children or whose children have
grown up. If not on the principle itself of paying taxes for public educa-
tion, these taxpayers often vote against initiatives to build new schools or
otherwise increasing the tax costs of public education. For the most part,
though, universal access to and the responsibility for paying for public
education are firmly embedded principles.

Universal compulsory education became an issue in the nineteenth
century for a number of reasons. As societies industrialized and urban-
ized, the needs for basic literacy and numeric skills in labor forces became
clear. There were other benefits to having educated populations as well.
Educated populations could be assumed to be more culturally developed
and better equipped to understand, defend, and perpetuate national iden-
tities and interests. Educated populations could be assumed to be able
to participate better in democratic decision making. Individual families,
though, could not be counted on to have the means or will to pay for the
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education of their children. Industry, individual families, and the state
thus found a common interest in socializing the costs of education.

From the perspective of Emile Durkheim, universal compulsory pub-
lic education gave the state a needed means for rationally selecting and
appropriately training future occupants of positions within labor forces
characterized by increasingly complex and specialized divisions of labor.”
It also gave the state an institution to socialize citizens with functional
secular values. Public education as a source of generating common values
moved into a vacuum created by the declining influence of religion.

Universal compulsory education also became a means of furthering the
goal of equality of opportunity. Liberal proponents, including Durkheim,
believed that equalization of opportunity was not just an issue of fairness
or social justice. It was also a condition necessary for the optimal func-
tioning of the economy. To ensure that the most able persons occupied
key positions within the division of labor, there could be no artificial
advantages created by social privileges. This led Durkheim to the radical
conclusion that inheritance must be abolished—as Marx and Engels had
advocated in The Communist Manifesto—since it interfered with rational
staffing of the division of labor.® While that has nowhere occurred, there
have been various national attempts to restrict its influence by taxing
inherited wealth.’

The educational institution should, according to Durkheim’s prescrip-
tion as mentioned, evaluate the abilities of all students regardless of social
background and then educate and train them accordingly for future posi-
tions in the division of labor. This would create what later would be called
a meritocratic society, in which power and privilege would be based, not
on inherited wealth, but rather on ability as determined by educational
attainment.

Equalization of educational opportunity today, though, is subverted
by the widespread practice of the rich sending their children to expensive
private schools where they are not subjected to the same meritocratic
leveling processes. It is also subverted from within public education by
practices that allow for the intergenerational transfer of what Pierre Bour-
dieu called cultural capital.’® Children from professional families enter
public school systems possessing cultural advantages that are recognized
and rewarded as if they were innate abilities. Their home-acquired values
and language abilities are more consistent with those rewarded by public
school systems than are those of cultural minorities and lower classes.

An additional problem with public education attempting to provide
the basis of a meritocratic social order based on educational ability and
attainment is that it narrows the range of human abilities to the strictly
educational. The ability to raise children—unarguably central to the re-
production of any society—does not figure in an educational attainment-
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based meritocracy. As in the general problem that equality of opportunity
inevitably produces social inequality, an educational system that focuses
only on equality of educational opportunity will be consistent with and
contribute to social inequality in the larger society.

To the questions of how much and what types of education are
necessary, there are different answers. There is consensus in Europe
and the United States that primary and secondary education should
be compulsory and free, but there is little consensus over how much
postsecondary education should be made available at state subsidy.
In general, the pattern was for the European approach to restrict uni-
versity education to a relative few but make the cost for it free or low,
while the American approach was, and continues to be, to encourage
the majority of postsecondary students to enter universities but at
little-subsidized and high personal cost. In the 1980s, 60 percent of
Americans versus 30 percent of Europeans aged twenty to twenty-four
attended universities."" The most recent figures, though, show a nar-
rowing of the gap, with 65 percent of Americans entering colleges and
universities versus 51 percent of Europeans. There are clear differences
between European countries. Norway, Finland, and Sweden now have
higher participation rates than the United States, while Belgium and
Germany remain in the lower 30 percent range.'

From the middle nineteenth century, American education reformers
rejected a European model of providing vocational education for most
while reserving university education for the few. The American dedica-
tion to equality of opportunity required that universities become vehicles
for that opportunity and thus be open to all comers.” At the same time,
as Americans have allowed the gap between ordinary and university-
trained pay levels to grow, Europeans have traditionally dignified ordi-
nary vocational work so that a socially inclusive normal livelihood could
be obtained from it.

The costs and resultant market values of American higher education
are unequal. Both private and public systems have greatly higher- and
lower-status institutions. In some cases, there are marked differences
in what is taught, learned, and carried into the labor market in terms of
skills and preparation. In other cases, it is not so much the content of the
knowledge taught or fostered that is at issue as it is the social status of the
degree. While it is quite possible to obtain a first-rate university education
from a low-status institution, this would be at the cost of the educational
capital that the status of the degree carries in the labor market.

Behind these different approaches is the question of whether it is nec-
essary for a majority of postsecondary students to attend universities or
whether vocational training, or perhaps no additional training, would be
sufficient. Despite the almost universal rhetorical belief that the United
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States and Western Europe have become knowledge-based societies that
require highly trained labor forces, a significant part of the reason why
relatively more Americans attend universities is because of the social real-
ity that a university degree carries more future-income advantages in the
United States than in Europe. American families, especially middle- and
upper-class ones, consider a university degree to be the absolute prereg-
uisite for success in later life. Not all adolescents, though, even from those
classes, find university educations to be either desirable or manageable.

The vast majority of Americans, like Europeans, neither inherit nor
have enough wealth to leave to their heirs to ensure comfortable lifetime
incomes. Their only recourse is to attain desirable income levels through
types of employment for which educational credentials are the tickets to
entrance. This occurs in a context in which higher educational attainment
enables considerable income advantages over those who do not attain it.
Americans thus see higher education as an investment they are willing
to make for themselves or their children in future income opportunities,
even if it means going into substantial debt.

As university costs have risen significantly in the United States—on a
par with rising medical costs—students or parents have had to take out
more loans. The result has been a type of peonage for students in which
they are required to immediately enter the labor force to begin paying
back the increasingly onerous debts.

The European approach, with exceptions, limits entrance to higher edu-
cation by using competitive application processes, while guaranteeing state
support for successful applicants. At the same time, it limits the extent to
which higher educational attainment results in income advantages.

CHILD POVERTY AND POVERTY REDUCTION

As a result of the much greater public investment in subsidizing the costs of
child raising, the average European rate of child relative poverty of 9 percent
is far less than half of the American rate of 21 percent (table 11.2). The lowest
rates of child poverty are in the Scandinavian countries, which operate on
the social democratic welfare model. In these countries, as well as in France,
Belgium, and Spain, children are absolutely privileged in that their rates of
poverty are lower than those of the general population. In other European
countries, where child poverty rates are higher than the general rates, the
gaps are significantly lower than that prevailing in the United States.
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Table 11.2. Child Relative Poverty Rates, 2005, in Percentages

Children (0-18) Total Population

Austria 6 7
Belgium 10 9
Denmark 3 5
Finland 4 7
France 8 7
Germany 16 11
Greece 13 13
Ireland 16 15
Italy 16 11
Luxembourg 12 8
Netherlands 12 8
Norway 5 7
Portugal 17 9
Spain 17 14
Sweden 4 5
Switzerland 9 9
United Kingdom 10 8

European Average 10 9
United States 21 17

Source: OECD, Growing Unequal? Income Distribution and Poverty in OECD Countries (Paris: OECD,
2008), tables 5.2 and 5.A2.1.

Note: Poverty line set at 50 percent of medium income.
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Support for the Aged

he elderly first became the focus of social policy in the late nineteenth

and early twentieth centuries as a result of several developments. As
life expectancies increased, more persons outlived their capacities to be
productive members of labor forces, swelling the numbers of forcibly or
voluntarily retired persons. By the end of the nineteenth century, self-
employed proportions of labor forces—mainly family farmers—de-
creased as employed proportions correspondingly increased. Employees
were more vulnerable than self-employed persons to being forcibly dis-
missed as old age diminished their productive capacities.

As families became less self-employed productive units—as in coop-
eratively maintaining a family farm or other type of business—and more
dependent on income derived from paid employment, they became less
able to absorb the expenses of caring for old members who no longer
were able to contribute an income from paid employment. The grow-
ing inability of individual family units to have the financial resources to
care for aged members, along with the growing number of aged persons
unattached to young families, prompted the need to devise new ways to
provide incomes and other forms of financial support for retired persons.

DEVELOPMENT OF RETIREMENT SYSTEMS
In 1883, conservative chancellor Bismarck, as noted earlier, pioneered

modern retirement social insurance, in part to counter the rising influence
of the socialist labor movement in Germany. By 1935, thirty-four European
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nations had followed the German lead and had developed some form of
social insurance.

In the midst of the Great Depression, the federal government of the
United States responded to the growing need for a retirement system
with the Social Security Act of 1935. Like the European social insur-
ance plans that preceded it, it socialized the original nineteenth-century
principle of family responsibility for the elderly. Instead of each family
being responsible for just its own elderly—which was an inadequate
basis for supporting the entire aged population—all families would be
responsible for all of the elderly. Family values were writ large into the
whole society.

Social Security mandates that all active workers and their employers
pay taxes into a fund that supports all retired workers. It is a formula that
has worked remarkably well since its inception, producing the federal
government’s most successful and popular domestic program. Social
Security is a defined-benefit system in which participants are guaranteed
lifetime retirement benefits in accordance with their contributions.

Employers also began offering defined-benefit pension systems as
job benefits. As with Social Security, current workers and their employ-
ers set aside a part of total employee remuneration and use this to pay
out lifetime benefits to retired workers. Employers saw advantages to
offering pension plans because it would reduce employee turnover and
the accompanying expenses by rewarding loyalty. Employers also ini-
tially saw pensions as a low expense since the money put aside to pay
out retirement benefits would not have to be paid out for a long time.
However, in time, as workers began to retire and draw private pension
benefits, many employers found that they had been underfunding their
pension plans and sought a way out of their obligation to pay their
employees.

The looming crisis in private pension finances prompted large-scale
attempts to move toward defined-contribution systems. In those sys-
tems, workers would set aside and invest part of their incomes to create
personal investment portfolios to finance their retirements. Employers
may—but are not required to—contribute to these funds. Retirement in-
comes are not fixed and guaranteed, as in defined-benefit systems; rather
they are dependent on how well the portfolios fare.

Chile, under a right-wing military dictatorship with neoconserva-
tive advisors from the University of Chicago, proved to be a laboratory
for these changes. In 1981, it transformed its entire national retirement
system from one based on defined benefits to one based on defined con-
tributions. The new system required workers to pay 10 percent of their
incomes into private investment accounts while absolving employers of
responsibility for any contributions.
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Ronald Reagan, who came into office that same year, was not in a politi-
cal position to completely transform Social Security in the same way. But
he was able to take partial steps in that direction. The previous Carter ad-
ministration had established 401(k) and Individual Retirement Accounts
(IRAs) by altering the tax code so that contributions could be made into
them with pretax dollars. Its intent was to encourage individuals to save
for retirement as a supplement to their Social Security and occupational
defined-benefit pensions—the so-called three-legged stool of retirement
security.

During the Reagan administration, private employers, with the en-
couragement of neoconservatives, increasingly began to use the 401(k) to
eliminate their defined-benefit pension programs, contrary to the original
intent.! At the same time, the tax savings diminished tax revenues and
shrank future financing for federal social programs, thereby accomplish-
ing another neoconservative goal.

In 1985, the Thatcher government in the United Kingdom passed leg-
islation that encouraged workers with tax rebates to move out of state
defined-benefit into private defined-contribution retirement programs.

By the 1990s, however, it was becoming clear that these transforma-
tions had not benefited most retirees. They had resulted in significantly
lower incomes than would have been obtained under traditional defined-
benefit plans. The first wave of Chilean retirees under the new system
contained many below the $140 monthly-income poverty level. Admin-
istration costs by fund managers had absorbed as much as one-third of
their contributions.” In the United Kingdom, it was found that administra-
tion costs for the new defined-contribution plans were also high and that
future benefits would be low. By 2004, many workers were moving back
into state pension programs. Defined-contribution plans have similarly
failed to live up to promised expectations for retirees in the United States.

DEFINED-BENEFIT VERSUS
DEFINED-CONTRIBUTION RETIREMENT SYSTEMS

The reasons for the comparative disadvantages of defined-contribution
plans vis-a-vis traditional defined-benefit pensions for most workers can
be seen by examining the guiding principles and organizational mecha-
nisms of the two systems.

In defined-benefit plans:

1. Retired workers receive guaranteed benefits—usually set monthly
incomes—based on the number of years employed and the final
income that they have.
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. The system is financed on a pay-as-you-go basis. Current work-

ers pay into a pool from which benefits are distributed to retired
workers. The system is financially solvent so long as an equal or
greater amount goes in as contributions than comes out as benefits.
Demographic balances between retired and current workers can af-
fect solvency and force adjustments through either lowering benefit
amounts, including through delaying ages of retirement, or by in-
creasing required contributions.

. The systems are based on an intergenerational compact in which

current workers are responsible for supporting retired ones with the
knowledge that today’s supporters will be tomorrow’s supported.

. The system encourages a collective consciousness since workers as a

whole pay into and receive benefits from the funds.

. Money contributed to the system is dedicated to the sole purpose of

financing retirement.

. The participant does not “own” her or his retirement income. Upon

death, it ceases or at most can be continued by a spouse. The purpose
of the system is only to provide a secure retirement support.

. Retirement managers may invest retirement funds. The risks of

those investments, though, are borne by employers, since the benefit
amounts are guaranteed.

Defined-benefit plans follow the social insurance principle of spread-
ing the risks of retirement. Lengths of retirement and amounts of
income needed to finance them vary because retirees have different
longevities. In social insurance retirement plans, the risks are spread,
as in medical insurance, by those who do not need the benefit sub-
sidizing those who do. The healthy and sick pay premiums equally
despite only the sick drawing benefits. In defined-benefit retirement
plans, it is the same principle of those who need the benefit least
subsidizing those who need it most, but in this case the unhealthy
subsidize the healthy. The unhealthy—as well as victims of acciden-
tal deaths—who live short lives pay in more premiums than they
draw out as benefits. The opposite is true for the healthy who live
long lives.

In defined-contribution systems:

1.

2.

Retired workers receive a variable retirement income depending on
how well their individual portfolios of stocks and bonds have done.
The systems are financed out of individual savings and investments.
Instead of current workers pooling contributions to finance the in-
comes of retired workers, individuals build up individual accumula-
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tions that will be used to finance their own individual retirements,
without regard for those of the rest.

3. For that reason, defined-contribution systems breed individual
rather than collective consciousness.

4. Defined-contribution plan funds are invested widely in the stock
and bond markets and thus go into general capital accumulation
rather than being dedicated to financing retirement incomes.

5. Former president George W. Bush and others made much of the
fact that individuals own their retirement accounts as accumulated
wealth that presumably could go into inheritable estates. This,
though, eliminates the social insurance principle of spreading the
risks of retirement. Instead of the surplus left over when a deceased
retiree does not collect as many benefits as paid in going to support
longer-living retirees, it is drained out of the retirement system and
into estates that benefit younger workers who are not in need of
retirement support.

6. The risks of all investments are borne by individual workers.

NATIONAL RETIREMENT SYSTEMS

In both Europe and the United States, there are publicly financed bases of
guaranteed income that nearly all retired persons are eligible to receive.
These are supplemented by company pensions. They are then topped
off by income from individual investments. For those who do not have
enough resulting income from public pensions, private pensions, and
investment income, there is publicly financed means-tested income (see
table 12.1).

More goes into supporting the first form of income at the base of the
pyramid in Europe than in the United States, despite the American Social
Security system being the single largest source of retirement income for
most persons. On average, seventeen European countries expended 8.4
percent of their gross domestic product on public-financed retirement
systems compared to 6.4 percent in the United States.?

Company pensions are also increasingly more prevalent in Europe be-
cause American employers, largely as a result of decreasing labor union
strength, are, as noted, increasingly discontinuing them as fringe benefits.

Essentially, neoconservatives in the United States are attempting an
inversion so that individual savings and investments will provide the
bulk of the pyramid. Each person will be required increasingly to indi-
vidually finance her or his own retirement. The problem, though, is that
savings are an unstable source of retirement income. They are more likely
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Table 12.1. Forms of Retirement Income

Eligibility Financing Functions Principles
Public Pensions All citizens or ~ General or Pay-as-you-go/  Social solidarity

those vested

payroll taxes

transfer of

in system income from
employed to
retired
Occupational Employees of Payroll Pay-as-you-go/  Partial solidarity
Pensions a particular deduction transfer from
company employed to
retired
Individual Individuals Individual Drawdown in  Individualism
Savings with portfolios retirement of
and portfolios value of
Investments portfolio/
purchase of
annuities
Supplemental ~ Means-tested General or Pay-as-you-go/  Social solidarity
Income for payroll tax transfer of
Elderly Poor income

to be sufficient for those who die shortly after retirement than for those
who live long lives. Basing retirement on individual savings, as noted,
violates the basic social insurance principle of spreading risks. Instead of
the surplus of savings left over when a retired worker dies early going to
subsidize the incomes of those who live longer, it goes out of retirement
entirely and into inheritable estates.

The most stable retirement system would be (1) based on a pay-as-you-
go defined-benefit basis and (2) comprehensive to include all labor force
participants. In this approach, employer-based pensions would be phased
out as a national pension system became more comprehensive. Individual
savings and investments could continue, but without tax subsidization.
Lost tax revenues to IRAs and the like would be redirected to supporting
the national system.

ELDERLY POVERTY AND POVERTY REDUCTION

One way to judge the effectiveness of a country’s retirement systems—
systems rather than system because many retirees receive incomes from
more than one source (such as Social Security, pension income, and indi-
vidual savings)—is to compare the average poverty rates and incomes of
the over-sixty-five population with the average poverty rates and income
for all ages. If a goal of social policy is social inclusion so that the retired
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will have roughly average living standards, then the closer those aver-
ages of the over-sixty-five people to total national averages, the better. In
other words, there should not be a sharp drop-off of living standards at
retirement.

Average elderly poverty rates are higher than overall poverty rates in
both Europe and the United States, but much less so in the former. In the
Netherlands, Luxembourg, Germany, and France, elderly poverty rates
are actually lower than overall poverty rates (table 12.2). Elderly median
income in Europe is 84 percent of total median income, compared to 56
percent in the United States.* Thus, on both sides of the Atlantic, elderly
poverty rates are higher and median incomes are lower than national
averages. The greater elderly income disadvantage in the United States
reflects the country’s greater overall income inequality.

Table 12.2. Elderly Poverty Rates, 2005, in Percentages

Elderly Total Population

Austria 7 7
Belgium 13 9
Denmark 10 5
Finland 13 7
France 4 7
Germany 10 11
Greece 23 13
Ireland 31 15
Italy 13 11
Luxembourg 3 8
Netherlands 2 8
Norway 9 7
Portugal 17 9
Spain 17 14
Sweden 8 5
Switzerland 18 9
United Kingdom 10 8

European Average 12 9
United States 24 17

Source: OECD, Growing Unequal? Income Distribution and Poverty in OECD Countries (Paris: OECD,
2008), tables 5.3 and 5.A2.1.

Note: Poverty line set at 50 percent of median income.
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Health Care

It is vital for people to be protected from having to choose between
financial ruin and loss of health.

—World Health Organization'

n a study of preventable deaths—deaths that could have been avoided

with timely and effective health care—the United States ranked last
among nineteen industrialized, mostly European, nations. As many as
75,000 American lives could be saved each year if the country achieved
average health-care delivery standards. That number would increase to
101,000 if the country achieved the standards of the three highest-rated
countries—France, Japan, and Australia. An earlier study more conserva-
tively estimated that each year 18,000 people die in the United States due
to lack of health insurance coverage.?

With 47 million U.S. citizens lacking health insurance coverage—not
counting many millions more whose coverage was inadequate in 2010,
the year of the United States” major health reform—it was undeniable that
the American system was seriously deficient compared to its European
counterparts, where all citizens have full coverage. The problem went
further. The United States had—and still does have—the world’s most
expensive health care system (see table 13.1). Americans pay an average
annual cost of $7,290 per person for their health care, over twice as high
as the average Western European cost of $3,415.

If there is any area of social policy in which Americans are likely to be
aware that their system has flaws, it is in health care. Americans generally
acknowledge that their high and rising cost of health care is a problem
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and that they have less confidence in their health system than do Western
Europeans. According to a cross-national Gallup poll, only 56 percent of
Americans have confidence in their system compared to 72 percent of
Western Europeans (table 13.1).

But Americans are less likely to lay the cause on the privatized nature
of their health system, assuming that medical care is expensive by its
very nature. The majority of health care spending in Europe is publicly
financed. In the United States, the majority is privately financed (table
13.1). The major actors in the American health system—insurance com-
panies, pharmaceutical corporations, and physicians—derive the world’s
highest health-related profits and incomes, largely because they are im-
mune to government regulation and control as they exist in Europe. With
the exception of Dutch specialists, American physicians are the world’s
highest paid. On average, they receive nearly twice as much income as
their European counterparts.?

Americans acknowledge that the growing number of uninsured per-
sons is a problem. But they are less likely to be aware that their expen-
sive system ranks poorly in quality as well as coverage. Two issues are
involved in determining the quality of health care: the quality of a health

Table 13.1. Health Care System Financing, Cost, and Public Confidence, 2007

Percent Public Per Capita Percent Confident in
Financing Cost Health Care System

Austria 76.4 $3,763 84
Belgium 79.5 $3,595 88
Denmark 84.5 $3,512 77
Finland 74.6 $2,840 83
France 79.0 $3,601 83
Germany 76.9 $3,588 54
Greece 60.3 $2,727 45
Ireland 80.7 $3,424 40
Italy 76.5 $2,686 53
Luxembourg 90.9 $4,162 90
Netherlands 62.5 $3,837 77
Norway 84.2 $4,763 68
Portugal 71.5 $2,150 58
Spain 71.8 $2,671 79
Sweden 81.7 $3,323 77
Switzerland 59.3 $4,417 86
United Kingdom 81.7 $2,992 73

European average 76.0 $3,415 72
United States 45.4 $7,290 56

Sources: OECD, Health Data 2009 (Paris: OECD, 2009); lan T. Brown and Christopher Khoury, “In OECD
Countries, Universal Healthcare Gets High Marks,” Gallup Poll, August 20, 2009.
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Table 13.2. Health Care System Quality and Outcomes

WHO Ranking Infant Mortality Life Expectancy

France 1 3.7 80.1
Italy 2 3.7 81.4
Spain 7 3.7 81.0
Austria 9 3.7 80.1
Norway 11 3.1 80.2
Portugal 12 3.4 80.6
Greece 14 3.6 79.5
Luxembourg 16 1.8 79.4
Netherlands 17 4.1 80.2
United Kingdom 18 4.8 79.5
Ireland 19 3.1 79.7
Switzerland 20 3.9 81.9
Belgium 21 4.0 79.8
Sweden 23 2.5 81.0
Germany 25 3.9 80.0
Finland 31 2.7 79.5
Denmark 34 4.0 79.8

European average — 3.5 80.2
United States 37 6.7 78.1

Sources: World Health Organization, The World Health Report 2000 (Geneva: World Health Organization,
2000), annex table 1; OECD, Health Data 2009 (Paris: OECD, 2009).

care system and the average health conditions of a citizenry. In 2000, the
World Health Organization (WHO) ranked in order the quality of the
health care systems of 191 countries. All seventeen Western European
systems ranked higher than the United States (table 13.2).4

American health conditions are inferior to those in Europe in terms of
infant mortality and longevity, the two most common measures used in in-
ternational comparisons. Of one thousand babies born live, 6.7 die within
their first year of life in the United States, compared to an average of 3.5 in
Western Europe. The average American life span of 78.1 years is 2.1 years
less than the average Western European life span of 80.2 (table 13.2).

DEVELOPMENT OF NATIONAL HEALTH INSURANCE

Modern health systems began during the last part of the nineteenth cen-
tury. Before that, there was little professional health coverage for whole
populations and no national plans to provide such coverage. Families
cared for, and pooled their financial resources to provide for, sick mem-
bers. Religious and other charities might be available to help the poor. In
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Europe and the United States, early labor unions set up sickness funds
for members.

German chancellor Bismarck established the prototype of national
health insurance in 1883, in large part to counter the public support the
socialist labor unions were gaining from the popularity of their sickness
funds. Mandatory contributions from employers and employees funded
the Bismarckian system. By the 1920s, a number of European countries,
including Belgium, Norway, and Britain, had followed the German ex-
ample and set up similar models. None of the systems, though, were
extensive enough to cover their entire national population, nor were their
benefits comprehensive enough to cover all situations. In 1930, social
health insurance still covered less than half of the working populations
of Europe.®

The Soviet Union, beginning in 1917, and post-World War II Eastern
European communist countries were the first to establish comprehensive
health systems that covered entire populations. Those accomplishments
stimulated Western European leaders to establish their own compre-
hensive systems. In the same way that Chancellor Bismarck wanted to
counter the influence of socialist labor unions, postwar Western European
leaders sought to counter the influence and appeal of communist parties
that were significant in a number of major countries, including Italy and
France.

In 1946, following recommendations from the 1942 Beveridge Report,
Britain passed the National Health Service Act. Sweden passed similar
legislation the same year. By establishing centralized, government-owned
health systems, the British and Swedish approaches differed from the Bis-
marckian social insurance approach. Both represented the first noncom-
munist approaches to universal health care coverage.

The state thus was the major actor in the development of Western Eu-
ropean health systems by either mandating establishment of social insur-
ance funds tied to workplaces or by establishing national health services.
Social insurance offered mandated coverage to employed workers, na-
tional health services to all citizens. In time, the social insurance systems
would develop supplementary government-financed plans to extend
coverage to unemployed and other sectors of the population ineligible for
workplace-related insurance.

Following passage of the 1935 Social Security Act in the United States,
several bills were introduced but never passed in Congress to extend So-
cial Security provisions to health care for the entire population. American
labor union leaders supported these attempts to establish national health
insurance. But by the 1950s, they adapted to the apparent reality that it
was unlikely to be accomplished. Instead, health insurance became one of
the issues for which they bargained with management. It became one of



Health Care 127

the advantages of union membership, since unionized workplaces were
more likely to have health insurance as a fringe benefit. Health insurance
development in the United States thus partially followed the Bismarckian
model in that for the most part it was tied to employment as a fringe ben-
efit. But unlike in Europe, the United States government never established
or mandated coverage for all workers or the population as a whole, leav-
ing such coverage up to the outcome of private market-driven activities,
labor union collective bargaining, or employer largesse.

If the European health systems were established by government ac-
tions, the American system evolved out of patchwork private market
opportunities around health insecurities and residual government actions
that protected particular populations such as veterans, the elderly, and
the poor.

COMPARATIVE HEALTH SYSTEMS

There are three health system models in Europe and the United States.
These exist on a continuum between the most market driven and the most
government controlled. At the two ends of the continuum are privately
organized, for-profit health care that exists in the United States and na-
tional health systems—sometimes called the Beveridge model—that exist
in the Scandinavian countries, the United Kingdom, Italy, Spain, and
Portugal. In between, but closer to the government pole, are the social in-
surance systems that exist in Germany, France, and the Benelux countries.

In the private health care system of the United States, health care is
treated as a commodity that is sold to consumers on market principles.
The four major health care actors—physicians, insurance companies,
hospitals, and providers of medical goods, such as pharmaceutical com-
panies—operate as private businesses. State involvement and regulation
is minimized. Individuals purchase health care services as commodities
according to how much they can afford. Those who are ineligible for or
who cannot afford health insurance go without.

Most Americans who have health insurance have it as a fringe benefit
of their employment. Having health benefits tied to employment is seen
by American conservatives as a way to encourage work. Instead of being
a right, health insurance is a reward reserved for those who work. It is
treated as a commodity that is available only to those who perform ad-
equately in the marketplace.

The obvious problem of tying health insurance to the workplace is that
it will not cover the unemployed. There is no national requirement in the
United States, unlike in Europe, that employers actually include health in-
surance as a fringe benefit. This has become readily apparent, as a number
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of employers have begun to cease offering insurance altogether as it has
become increasingly more expensive, or they have begun to require work-
ers to pay out of pocket greater portions of the costs. In a number of cases,
employers have begun to cease paying the insurance costs of retirees.

Unlike European social insurance models, in which the state mandates
that employers and employees contribute to a fund, there is no such state
mandate in the United States. Employee health insurance exists only if
employers voluntarily offer it to their workers, or workers extract it as a
fringe benefit from them. Therein lies the reason why so many working
Americans lack health insurance.

In the social insurance model (Germany, France, the Benelux countries),
there are a multiplicity of different health funds attached to unions, co-
operatives, charities, and private companies. Employees and employers
share payments into different such social insurance funds. Social insur-
ance models have obtained universal coverage by virtue of two features.
First, they are mandatory. Employers must offer social insurance plans,
and employees must enroll in them. Second, for those who are unem-
ployed or otherwise ineligible for workplace-related coverage, govern-
ments have compulsory tax-financed backup plans.

National health services—in the Scandinavian countries, the United
Kingdom, Italy, Spain, and Portugal—organize health care as a publicly
controlled service much like the provision of public education. Individu-
als pay for health care services through their taxes and are eligible to re-
ceive them by virtue of being residents or citizens of the country, thereby
ensuring universal coverage. Governments own hospitals and may di-
rectly employ physicians on salaries.

None of the countries” health systems, though, are pure representations
of any of the models. All have complex combined features. All have state
and private funding. Doctors on government salary coexist with doctors
in private practice. Private insurance plans exist alongside social insur-
ance. This has led analysts to conclude that while there are pure models
of different types of health systems, in practice all countries combine
features from the different models.®

The United States, which has the most privately organized system, also
has government-financed Medicare insurance for the elderly and Med-
icaid insurance for the poor. All of the European countries with social
insurance or national health systems also allow supplemental private
insurance to be sold. If the United States uses government-based insur-
ance to partially compensate for the failure of the private market to find
it profitable to cover all citizens, then European countries allow private
insurance companies to make businesses out of providing coverage for
gaps in national coverage. From the point of view of citizens, purchasing
supplementary private insurance is a way of topping off their basic plans.
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The difference is that whereas the private market on its own cannot cover
citizens who lack purchasing power, government plans could become
more comprehensive if that became a budgeted priority, depending upon
political conditions.

Mixed systems in Europe, in which private insurance is allowed a role,
are a compromise between state-administered provision of basic needs
and the market. They ensure universal coverage while allowing freedom
of choice of coverage according to the different purchasing powers of
consumers. Mixed provision systems, though, inevitably compromise
egalitarian access, since they allow more choices for basic necessities to
those with higher incomes.

Switzerland provides an unusual example of a European country that
has achieved universal coverage with mainly private insurance. But for
that to be achieved, the Swiss government had to implement regulatory
and supplementary actions that violate pure free-market principles. It re-
quires its citizens to purchase health insurance in the same way that states
of the United States require their motorists to purchase automobile insur-
ance. Government regulations then require that private insurance plans
pool their funds so that risks are shared equally. That avoids companies’
selling policies only to healthy citizens. Swiss national or canton govern-
ments then provide coverage for citizens who are unable to purchase
private insurance.

REFORM POLICY IN EUROPE

Two questions underlie the politics of health policy: what type of primary
model—national health service, social insurance, or private—a country
will have and what type of secondary features it will adopt as reforms.
Reforms in themselves are neither good nor bad. While often presented
publicly as purely pragmatic responses to technical problems, reforms
usually carry consequences for underlying social policy goals.

In Europe, the primary issue for health care reform is the extent to
which privatization and market features will expand within the other-
wise state-controlled or state-regulated health care landscape. It is com-
mon to argue in the United States that the generous European welfare
state is no longer affordable in an era of globalized competition. That
argument, though, is difficult to sustain for health care policy when
Europe has achieved universal higher-quality coverage at less than
half the cost of the American privatized system. Those who would
reform in the direction of the American privatized model seek either
to reduce state spending or to increase opportunities for private health
businesses.
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The underlying question is where the line will be between socialized
coverage that is available for all citizens and privatized coverage that is
available for only those who can afford it. Private insurance companies
and their ideological allies would like to expand the latter. However, the
inevitable consequences of adopting more features of privatized health
care systems in Europe would be increased health inequality.

REFORM POLICY IN THE UNITED STATES

On March 23, 2010, after a year of contentious national debate, President
Barack Obama signed into law the Patient Protection and Affordable
Care Act, followed the next week by the Health Care and Education
Reconciliation Act. Together they represented the most significant reform
of health care delivery in the United States in decades. As important as
that achievement is, though, it is not sufficient in depth to close the gap
between U.S. and European health standards.

With 47 million U.S. citizens—15 percent of the population—without
health care coverage in 2010, the immediate necessity was to devise a
national plan that would expand coverage to the entire population. It was
not just a question of expanding token coverage—insurance that covers
only a few health problems or in which there are substantial costs borne
out of pocket by consumers. It was a question of developing coverage
in which people would be, in the words of the World Health Organiza-
tion, “protected from having to choose between financial ruin and loss of
health.””

The Congressional Budget Office estimated that in 2019, as a result of
the legislation, health insurance would be extended to 32 million persons
who would not have had it without the reform—a significant extension
but still 22 million short of the projected number of citizens and resi-
dents for that year. The legislation thus marked progress toward but not
achievement of universal health care coverage. The country still remains
behind European standards in this and other respects. As Spanish health
policy expert Vicente Navarro commented upon passage of the bills, “De-
spite being a positive step, the reform is still very limited. The best of its
insurance proposals are light years behind the rights that any Spanish citi-
zen or resident has. It would be an error for Spain to see these reforms as
being relevant for our country. They are not. Their application here would
represent an enormous step backward for the Spanish population.”®

With the reform, the United States remains within its traditional private
for-profit approach while inching toward more public organization. As
coverage expands significantly, so too will the size of the insurance pie
that includes both private and public providers. Private insurers will have
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Table 13.3. Reconfiguring Health Insurance in the United States, Estimates for 2019

Without 2010 Reform With 2010 Reform
Number/Percentage Number/Percentage
Private Insurance
Employer-based 162 47.4 159 46.5
Individual 30 8.8 25 7.3
Exchanges — — 24 7.0
Public Insurance
Medicare 61 17.8 61 17.8
Medicaid 35 10.2 51 14.9
Uninsured 54 15.8 22 6.4
Total 342 100.0 342 99.9

Sources: Congressional Budget Office, “Summary of Preliminary Analysis of Health and Revenue Provisions
of Reconciliation Legislation Combined with H.R. 3590 as Passed by the Senate,” letter to Speaker of the
House Nancy Pelosi, March 18, 2010, table 2, http://cbo.gov/ftpdocs/113xx/doc11355/hr4872.pdf (ac-
cessed March 29, 2010); 2009 Annual Report of the Boards of Trustees of the Federal Hospital Insurance
and Federal Supplementary Medical Insurance Trust Funds, table IV.C1, www.cms.hhs.gov/ReportsTrust
Funds/downloads/tr2009.pdf (accessed March 29, 2010).

Notes: Numbers in millions. Due to rounding, percentages may not total 100.

a bonanza of new business, though their relative share of the pie will de-
crease slightly as public programs expand.

According to the Congressional Budget Office estimates, in 2019, when
all features of the legislation have gone into effect, the largest proportion
of citizens and residents will continue to receive private insurance as
an employment benefit, as they did before the reform. Medicare public
insurance, which already exists as a right for those over sixty-five, will
cover the next largest group. About half of the expansion of coverage to
the uninsured will come from liberalization of eligibility requirements for
Medicaid, the program that provides public insurance for the poor. The
other half will come from the creation of insurance pooling exchanges for
small businesses and for individuals without employer-provided insur-
ance or who are ineligible for Medicare or Medicaid.

The exchanges will be lists of approved private providers who offer
insurance with the large-group discounts that large employer-based
policies have. For the exchanges for individuals, there will be sliding-
scale government subsidies for those making up to four times the pov-
erty rate.

As in Switzerland, beginning in 2014, all citizens and residents will be
required to carry insurance or face fines. Large employers will also be
required to offer insurance or to pay extra fees.

The legislation established three popular reforms: parents can now
carry children up to twenty-six years old as dependents on their policies,
insurance companies will no longer be able to refuse coverage for those
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with preexisting conditions, and insurance companies will not be able to
impose lifetime caps on coverage.

In sum, while making progress toward the European norm of universal
coverage, the reform will still leave 6.4 percent (22 million) of the popula-
tion without coverage. The reform’s cost-containment features will mark
progress toward more efficient health care delivery, but the U.S. system
will still remain significantly more expensive than those of Europe. Simi-
larly, increased coverage will lessen but will not close the gap between
U.S. and European health conditions. Closing all of those gaps will re-
quire further reforms to the reform.
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Ethnic and Racial Policy

In Europe, historically developed nationality differences are dominant
sources of ethnic identities, in contrast to the United States where bio-
logically conceived race is the most prominent source. In neither, though,
is it exclusively the one or the other. Race is now part of ethnic discourse
in Europe, and the politics of separate European, Latin American, and
Asian nationality identities have been transplanted onto American soil
during past and present migrations.

NATIONAL IDENTITY

Nation, state, and country are concepts that refer to different realities.
A nation is a people with a common identity. In its purest expression, it
has a common culture and language forged through a common historical
experience in a common territory. A state is a government over a people
or peoples. A country is a boundaried and governed territory that exists
alongside other countries and is recognized as such. In the purest, most
integrated example, a given country will be made up of a unitary nation
with its own state governance. But most examples are less pure. States
often govern over territories that contain peoples with different national
identities, creating latent tensions if not full tendencies toward separatism.

National identity is fluid. It results from historical developments.
The consolidation of national development into a unitary nation-state
is always a matter of more or less. Italy is a successful example of a
national identity being forged from regional identities. Yugoslavia is an
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unsuccessful example. Despite a relatively brief period of a Yugoslavian
national identity, the underlying Serbian, Croatian, Albanian, Slovenian,
and Macedonian identities splintered in the 1990s after the end of the
communist period.

The ultimate solution to conflicts between nationalities is to develop
an overall common national identity that subsumes the conflicting ones.
Both the United States and Europe have gone through violent internal
clashes to develop, in the first case, national unity and, in the second,
continental cooperation. The United States violently suppressed Indians,
took over through a conquering war the Mexican territories on its south-
western borders, and, in its most costly war ever, put down an attempt
by the slave-owning South to secede. As a result of these violent actions,
it firmly established a unitary nation-state.

Europe in some ways is going through the same process to establish
continental unity. Up through the Second World War, European states
battled each other in a distant parallel to the United States Civil War.
While there are obvious differences between the two histories, the com-
mon thread is that of creating common continental territories with inter-
nal peace so that largely common economies can develop and prosper.
Seen in this way, contemporary Europe and the United States face each
other as economically integrated territories but with differing ethnic as
well as social conditions.

The United States has fifty internal states, and the European Union has
twenty-five member countries. But there are clear differences. Despite the
states’ rights rhetoric in the United States, there is no question that state
sovereignty is completely subsumed under federal national sovereignty.
There is no question that nearly the opposite is the case with the European
Union, though some would like to see it evolve toward becoming a supra-
state.! It exists as a federation without a military to enforce decisions. It is
a suprastate only as metaphor and as a goal to some.

To be a real state it must have, according to Max Weber’s classic
definition, a monopoly control over the continent’s means of violence.?
While the North Atlantic Treaty Organization (NATO) exists to coor-
dinate a number, but not all, of the European militaries, albeit under
American domination, and there are tentative talks about creating a
future common European military, Europe does not have and will not
have for the foreseeable future a common military-backed state. It has,
rather, tentative institutions built around the European Union in that
direction.

The obvious difference in this respect is that the United States began as
a single country with a population scattered among internal states. There
were differences among the states. But none—with the arguable excep-
tion of that between the slave-owning South and the North—amounted to
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differences between countries. They reflected instead the classic tension
between centralization and decentralization of political power within a
country. The issue, which has been a continuing theme in American his-
tory, was whether the balance of power should lie with the regional states
or with the central government, whether governmental power should be
exercised more through state and local governments or more through
a centralized federal government. Europe, in contrast, was made up of
separate countries, each of which had a clear distinguishing national
integrity. Whatever integrity states and local entities had in American
history, they did not come anywhere near that of constituting separate
nation-states.

The issue for Europe is whether it will be able to create a supranational
European identity that will subsume the existing national identities, or at
the least be able to function as a quasi-unifying identity. At the present
historical point, French persons typically identify themselves as French
first and European a distant second. The question is whether at some
point in the future this order of identity will be reversed as in the United
States, where typical citizens identify themselves as American first and,
say, New Yorker or Californian second.

The distance that Europe has to go in this direction is indicated by
the continuing existence of very strong subnational identities. Catalans
typically see themselves as Catalans first, Spaniards second, and Euro-
peans in a distant third place. In Catalonia and other areas of Europe,
there is some evidence that subnational identities are growing stronger
in the face of the centralizing tendencies of the European Union and
globalization.

The 1994 North American Free Trade Agreement (NAFTA) between
the United States, Mexico, and Canada raised speculatively the possible
future merging of the three countries into an overall North American
continental entity in the same way that the European Union raises the
possibility of a future overall European entity. As in Europe, the separate
national identities would have to dissolve into an overall continental
identity. As in Europe, language differences would impede such a devel-
opment. An additional problem is that while Europeans recognize fellow
Europeans as having something in common, however faint, North Ameri-
cans do not to the same extent.

The citizens of the three North American countries share the common
geographically based identity of being North American. Americans, how-
ever, have appropriated the label for themselves exclusively. They iden-
tify themselves as North Americans, Mexicans as Latin Americans, and
Canadians as Canadians. It is rare for U.S. citizens to think of Mexicans
as fellow North Americans in the same way that Danish citizens would
think of French citizens as fellow Europeans.
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INTERNAL MINORITIES

There are two types of internal or indigenous ethnic minorities in Europe.
If a nation-state represents one predominant nationality (the Hungarian
state as representative of Hungarians, for example), those members of
that nationality who live outside of the boundaries (ethnic Hungarians
in Romania, for example) will be minorities. There are many such ex-
amples and issues in Europe because the formations of state boundaries
for various reasons often did not coincide with the boundaries of national
communities, resulting in national communities overlapping state bound-
aries.

Where nation-states have had substantial numbers of their co-nationals
residing just over the borders in other countries, there have always been
questions of whether at some point those countries would attempt to an-
nex by force the adjoining territories. Quite often in such cases, especially
when the co-nationals constitute majorities in the adjoining territories,
there are disputed versions of which state has the historical right to the
territory, which can become the justification for an invasion that touches
off a war to reclaim it. The existence of a majority of ethnic Albanians in
the border province of Kosovo in the then Yugoslavia is an example. The
war in Kosovo led to a de facto separation of the province from Yugosla-
via. Had Albania been strong enough at the time, it undoubtedly would
have attempted to annex Kosovo into a greater Albania, an option that
some day may occur.

A second type of European minority is made up of internal and over-
lapping peoples who do not have full self-determination as integrated
nation-states. The Basques and Catalans in France and Spain are exam-
ples. As in the previous case of national outlanders, such minorities may
also seek to separate from the states that govern over them. The Basque
separatist movement contains both people who wish to accomplish full
self-determination nonviolently through institutionalized means and an
armed movement, ETA—the acronym for Euskadi Ta Askatasuna (Basque
Homeland and Freedom)—which is attempting to accomplish it through
violent means. It classically represents a movement based on an internal
regional minority seeking to establish its own separate nation-state.

Language and land are key, but not exclusive, constituents of separatist
national identities. Both outlander and internal European minorities often
speak languages that are different from those of the dominant populations
of the countries to which they belong. Unique languages often, although
not always, provide the ability of nationalities to maintain and reproduce
cultural distinctiveness and identity. But while a distinguishing language
is frequently a key constituent of a separate identity—the Basques have
their own language, for example—it is not always a necessary ingredient.
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Muslims, Serbs, and Croatians all spoke Serbo-Croatian in Bosnia, yet
they fractured into distinctly separate ethno-national communities during
the civil wars of the 1990s.

Land is virtually always an essential ingredient, since self-determination
leads to separate state formation. There can be no state without a bound-
aried, landed basis. There can be no free-floating landless state. In this
context, the European Roma represent an aberrant example. While there
are Roma dialects and languages, there is no historical, traditional, landed
center to the identity. For this as well as other reasons, Roma struggles
have never been posed in terms of self-determination through the forma-
tion of separate states.

The evolution of internal minority differences has been different in U.S.
history. Since state lines in the United States are not nation-state lines, the
identity differences between state residents—New Yorkers and Pennsyl-
vanians, for example—are not nearly as pronounced as those between
European country residents—French and Germans, for example. Cultural
differences exist between the different states and regions of the United
States, but they are clearly subsumed within the overall national identity.

The first type of European minority—nationals who live across the
border from their home nation-state—do not exist in the United States.
One might be from Louisiana and be living in Mississippi, but that is as
far as it goes. There is no community of Louisianans living together in a
particular border area of Mississippi and preserving a separate cultural
identity that would be strong enough to raise the possibility of one day
Louisiana attempting to annex that territory, much less going to war with
Mississippi over it.

It is the second type of ethnic difference—based upon internal groups
that are not linked to other nation-states—that is key in the United
States. Indigenous peoples, the original Mexican communities in the
Southwest, and black Americans are the most prominent examples. Be-
cause these groups have been racially different from the majority white
population, contemporary minority issues in the United States have
been cast almost exclusively as racial issues, whereas in Europe, where
internal minorities—with the exception of the Roma—are racially the
same, the issues are cast as ethno-national and cultural.

Racism and antiracism as terms are widely used in European policy de-
bates, but they are used differently than in the United States. For the most
part, Europeans conflate racial and ethnic discrimination. Ruth Wodek
and Maria Sedlak, researchers at the University of Vienna, for example,
define racism as “a historically developed system of ethnic or racial domi-
nance resulting in social, economic, political and cultural inequality.”

European lack of focus on racial identity is indicated by the lack of of-
ficial statistics on racial groups. It is impossible to determine from official
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statistical sources how many black persons reside in Western Europe.
Americans, on the other hand, clearly distinguish race from ethnicity.
They see blacks as being discriminated against primarily because they are
racially, not ethnically, different from the majority. And American official
statistics pay careful attention to determining the sizes and distributions
of racial groups.

IMMIGRANT MINORITIES

Migration is a relatively new issue for European countries. In the nine-
teenth century, they were mainly sending countries, with the majority of
their emigrants going to the United States in search of better economic
opportunities, and in some cases political freedom. Up through the 1970s
there was relatively little immigration.

Immigration, though, has always been a central defining feature of the
United States. Its national character and identity starts with European
immigrants entering its shores in search of better lives. These immigrants
quickly outnumbered the sparse indigenous population. Wave upon
wave of new immigrants significantly drove the nation’s population
growth.

The United States, like Canada and Australia, is a classic immigration
country. If European population growth has been, until recently, driven
by the two demographic variables of birth and death rates, U.S. popula-
tion growth has been always significantly affected by the third demo-
graphic variable of immigration.

Recently, though, immigration has become a more significant issue
in Europe. Beginning in the late 1980s, immigration rates jumped in the
original fifteen member countries of the European Union.* The end of
communism resulted in significant emigration from those countries to
Western Europe, both because exit controls were eliminated and because
privatization and market reforms created significant new unemployment
problems. Net emigration from thirteen Central and Eastern European
communist countries was 32,800 between 1980 and 1984. Between 1985
and 1989, it jumped to 106,600, a 325 percent increase, reflecting the be-
ginning collapse of communism in those countries in 1989. From 1990 to
1994, it made an even more spectacular jump to 318,400, a 971 percent
increase over the 1980 to 1984 period.’ Immigration in Western Europe
further increased because the European Union countries allowed nation-
als from any member country to work in any of the other countries.

The type of European minority composed of immigrants from other
European countries only existed faintly as a parallel in U.S. history. The
so-called Okie migration to California during the Great Depression pro-
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duced an identifiable minority within the latter state. Black and white
immigrants from Southern states to the industrial factories of the North
often ended up living in the same neighborhoods. Whatever existed of
those separate identities quickly diminished though.

Western Europe and the United States today have similar proportions
of noncitizen residents—6.6 percent in the United States and 7.6 percent
in Western Europe.® This overall similarity, though, is deceptive. The
vast majority of noncitizens in Western Europe are from other European
countries, while the majority in the United States are from developing
countries. Thus, while Western European countries have nearly as much
multinational diversity as the United States owing to immigration of
outsiders, they do not have nearly as much racial diversity due to that mi-
gration’s being from within the same larger European white population.

Migration from Developing Countries

Both the United States and Europe have experienced strong increases
since the 1990s in migration from the developing countries of Latin
America, Asia, and Africa. These have obeyed three demographic push-
and-pull factors since the end of the Cold War. On the push side, there
have been more military conflicts because there is less regional control
with only one superpower, the United States. Because of this, there are
more refugees fleeing violence.

Second, and more significantly, with the collapse of the socialist coun-
tries, the capitalist powers and international institutions such as the
World Bank, the International Monetary Fund, and the World Trade Or-
ganization have had the unchecked and increasingly unresisted power to
transform many economic structures in developing countries to conform
them to free-market, laissez-faire patterns. This, usually referred to as glo-
balization beginning in the 1990s, results in destroying forms of produc-
tion that are less efficient in terms of world market competitiveness but
which employ, for sure at poverty levels, many persons. These persons
have seen themselves as obligated to emigrate from their homes to search
for new sources of income.

At the same time, on the pull side, both Europe and the United States
have had increasing need for the labor power of immigrant workers. Im-
migrant workers fill vacant spots in domestic factories, fields, hospitals,
restaurants, and other work sites. Young immigrant workers also con-
tribute needed taxes to support the social programs on which the aging
domestic populations of Europe and the United States depend.

International inequality is simultaneously a push-and-pull factor. Over
the past decades, while there is evidence that living conditions in most
developing countries have improved somewhat as measured by infant
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mortality and longevity rates, at the same time the gap between these
living conditions and those of Europe and the United States has grown.

On the push side, emigrants leave poor countries because they perceive
their living conditions to be intolerable. They are pulled to Europe or the
United States because living conditions there are perceived to be, and in
fact are, more materially favorable.

The domination of international media by the media of rich countries,
who are always eager to sell their cultural products as export items interna-
tionally, plays a significant role in enhancing this perception. As television
has become widespread in the developing world, more people have seen
images of better living conditions in Europe and the United States on a daily
basis. Such images of dramatically better living conditions, it is not surpris-
ing, serve to reinforce inclinations to emigrate. The antiglobalization slogan,
“A better world is possible,” finds its parallel in the motivation of the im-
migrant who believes that better living conditions are possible.

The colonial pasts, and in some cases present, play roles in determining
the direction of migration flow. There are often advantages for emigrants to
move to the countries of their former or present colonial dominators. There
may be special laws in place that give them favorable entry. The emigrant
is more likely to know the language of the country of destination. Hence
France became the destination for Algerians and other members of the for-
mer French empire; Britain the destination of Indians, Pakistanis, Jamaicans,
and other members of the former British empire; and the continental United
States the destination of Puerto Ricans and Filipinos.

Immigrant Death

Many die attempting to reach the United States or Europe. Currently,
three hundred to four hundred illegal immigrants, mainly from Latin
America, die yearly attempting to cross the stretches of desert along the
U.S. southern border. Another one hundred to two hundred drown at-
tempting to enter the United States from the Caribbean areas. Haitians,
Dominicans, and Cubans, in that order, mount makeshift crafts and set
sail for either Florida or across the strait of Mona for Puerto Rico, from
which it is easier to then travel to the mainland United States.

Hundreds of other illegal immigrants, mainly from African countries,
drown trying to enter Europe when their makeshift boats capsize in the
Mediterranean Sea or Atlantic Ocean. Sub-Saharan Africans attempt to
reach Spain’s Canary Islands off the northwest African coasts of Morocco
and Western Sahara as a way station for getting into Europe, similar to
the use of Puerto Rico as a way station for Dominicans attempting to
reach the United States.
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Agricultural Modernization and Migration: Mexico and Spain

The North American Free Trade Agreement represents the clearest and
most instructive example of economic rationalization provoking in-
creased migration from a developing to a developed country. NAFTA
required that Mexico progressively remove tariffs on imported foods and
other commodities. It allowed American corporate farms to export their
huge surpluses at low prices into the country and thereby take away the
traditional markets of several million subsistence farmers.

While many of these farmers have been able to hold on to their lands,
their grown children have found themselves forced to leave to find ad-
equately paying work. As a result, the 1990s saw a sharp increase in il-
legal Mexican migration to the United States.” Between 1996 and 2001, the
size of the unauthorized Mexican population residing in the United States
nearly doubled, from approximately 2.35 million to 4.51 million persons.?

The NAFTA period has also seen a sharp rise in criminality. Neoliberal
laissez-faire reforms associated with NAFTA greatly cut back Mexico’s
Canasta Basica, or Basic Basket, policy of subsidizing food distribution to
the poor. The undercutting of social programs resulted in shattering the
fragile degree of social peace that existed in the country. There were sharp
increases in illegal drug production and trafficking. According to one
estimate, 30 percent of Mexico’s cultivated land is controlled by drug car-
tels.” Violence associated with the drug trade has exploded, particularly
in the border areas with the United States. The violence is fueled by guns
brought in from the United States with its lax gun control laws.

There has also been a sharp increase in kidnappings.'® These have af-
fected all classes since even ordinary people are targets with ransoms
adjusted to their means. The rich remain in mortal fear of kidnappings.
Those substantial parts of the Mexican upper classes that supported and
gained from NAFTA neglected to consider that without a reliable, uncor-
rupted police force, the social disorder that resulted from the breakdown
in social peace would enter their own houses.

In an editorial, the Mexico City daily newspaper La Jornada summarized
the relationship between neoliberal reforms and the explosion of criminal-
ity. The reforms since the 1980s had shrunk the public sector by privatizing
public holdings, loosened regulations on large corporations, weakened
ejidos (a form of peasant communal land ownership), privatized the social
security system, reduced salaries, and treated independent unions with of-
ficial hostility. The results were catastrophic: growth in unemployment, the
informal sector, poverty, and inequality; loss of economic sovereignty to
foreign capital; increased migration; and social and family decomposition.
Social decomposition, combined with effective weakening of state control,
created the space for the explosion of criminality.'
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It is instructive to compare Mexico’s experience of agricultural mod-
ernization and rationalization with that of Spain. Both countries began
with relatively high proportions of their labor forces in agriculture. In
1990, 23.5 percent of the Mexican labor force was in agriculture; in 1970,
22.8 percent of the Spanish labor force was in agriculture.? Both coun-
tries witnessed sharp decreases in agricultural employment, with result-
ing increases in unemployment and migration away from the land. In
the case of Mexico, a significant percentage of the emigrants went to the
United States. In the 1970s, a significant percentage of displaced Spanish
agricultural workers went to Germany and other European countries. In
both countries, social programs were inadequate to provide alternative
forms of support for the displaced populations. But by the end of the
1970s, a difference would emerge that would make Spain’s experience
distinct from that of Mexico.

After the 1975 death of fascist dictator Francisco Franco, Spain began a
transition to constructing a European welfare state. The socialist govern-
ments of the 1980s and early 1990s recovered lost ground from the Franco
period in building up the welfare state. Despite eight years of conserva-
tive governments from the middle 1990s to 2004, the new welfare state
was sufficient to provide enough alternative income and support to dis-
placed workers that migration from Spain has all but ceased, despite the
country’s continuing to have an unemployment rate of over 10 percent.

Thus Spain, following the Western European lead, built up its welfare
state as agricultural workers were being displaced. But Mexico, following
the American lead, did the opposite and began to dismantle what few
public welfare institutions existed in the country. Spain’s direction of
reform—toward strengthening social programs—partially compensated
for economic displacement and slowed the rate of emigration; Mexico’s
NAFTA-influenced direction—toward weakening social programs—
aggravated the negative social consequences of economic displacement
and added to the forces stimulating emigration.

The Spanish example demonstrates that displacement of workers from
the land during periods of agricultural modernization need not lead to
migration out of the country if the country has strong enough social pro-
grams to counteract the short- and medium-run losses of income for those
workers. Where such programs are either absent or severely debilitated
by neoliberal reforms, as in the Mexican case, out-migration from the land
will lead to significant out-migration from the country.

In this respect, multilateral organizations such as the International
Monetary Fund, World Bank, and World Trade Organization have stimu-
lated international migration by pressuring developing countries to both
modernize their agricultural sectors with free-market reforms and, at the
same time, cut back public expenditure on social programs.
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SOCIAL POLICY

Max Weber noted that centralization and decentralization was one of the
great pendulum movements of historical development.”? Ancient Rome
was highly centralized, medieval Europe highly decentralized. Countries
have often fought civil wars over whether to place the preponderance of
power and authority in central governments or to federate it to regional
governments.

The options of centralization and decentralization exist also in ethno-
national policies. The opposing directions are creating a centralized inte-
grated national identity or maintaining pluralistic, decentralized, separate
ethno-identities—in current terms, whether to pursue a policy of integra-
tion or one of multiculturalism. If federalism is the decentralization of state
authority, multiculturalism is the decentralization of national identity.

Assimilation versus Multiculturalism

In the 1920s and 1930s, during the formative period of American sociol-
ogy, the Chicago school sought to analyze how immigrant minorities be-
came integrated. Chicago was an immigrant city par excellence. Because
it was a growing production center and railroad transportation hub,
employers were in continual need of immigrant labor. From Eastern and
Central Europe came Poles and Czechs. From the American South came
whites and blacks. They arrived and fragmented into ghettoized neigh-
borhoods that often spoke different languages. For the Chicago school of
Robert Park, Ernest Burgess, and others, the question was how this mul-
tiplicity of nationalities would become integrated as Americans.

Out of the Chicago school came the concept of assimilation. The
original immigrant generation would be distinctly different from the
dominant American nationality. Often it spoke a different language, it
had different cultural habits and values, and it identified itself as differ-
ent. But each succeeding generation’s offspring would progressively lose
what was culturally different and adopt more of the characteristics of the
majority group. In time the offspring of immigrants and native groups
would be indistinguishable.

The metaphor of the “melting pot” was meant to capture this process.
Some argued that it was a case of the minority completely shedding its
original distinguishing identity and adopting that of the native major-
ity. Others argued that the minority and majority cultural characteristics
would blend together to produce a new identity that was neither the one
nor the other. In all cases, minority members would have to shed signifi-
cant portions of their original culturally distinguishing identities in order
to become integrated and accepted as Americans.
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To a large extent, assimilation has been the experience of European
immigrants to the United States. Mary Erdmans studied third-generation
Polish Americans in the 1990s and found that while they continued Pol-
ish traditions in cooking and how they celebrated holidays and practiced
their Catholicism, they saw themselves as Americans first.!

The assimilationist model, though, came under subsequent critique,
especially in the 1960s, and gradually lost ground to a multicultural
model. Among the grounds of criticism was the reality that not all minor-
ity groups were assimilated. In particular, the mainstream society did not
accept and integrate nonwhite minorities as it did European white minori-
ties. The Polish American women studied by Mary Erdmans saw them-
selves as whites who were different from blacks or from people from Latin
America. Racial identity as whites had more importance for them than
their ethnic identity as Polish Americans.” There was also the question of
whether it was necessarily desirable to have all minorities shed their cul-
tural roots as the price of admission to a homogenized American identity.

The multicultural model distinguishes institutional integration and accul-
turation. Institutional integration refers to minorities’ being able to equally
participate in economic and political institutions of the society. Accultura-
tion refers to adopting the cultural characteristics of the majority nationality.
Multiculturalists maintain that it is possible and desirable to promote insti-
tutional integration without requiring full acculturation of minorities. Not
requiring full acculturation allows minorities to maintain important cultural
roots and identities that enable their families and communities to function
better socially. Second-generation children are better able to linguistically
and culturally communicate with grandparents. There is more of a smooth
transition into learning and functioning in the mainstream culture if parts of
the original culture are maintained as backups and defense networks when
conflicts with the dominant institutions and culture develop.

Integrating Minorities

Integration is a multidimensional phenomenon with socioeconomic,
legal-political, and cultural dimensions.! It is also a two-way street in
which the dominant society must remove barriers that block the integra-
tion of minorities, and minorities must adapt to the practices and acquire
the skills that will enable them to be integrated.

Socioeconomic integration refers to whether minorities, either national
or immigrant, are able to participate on equal terms with the dominant
population in the labor market and the community in general. It is not
sufficient for labor force integration to have minorities relegated to the
least paid and desirable positions. While it is common to have minorities
play economically functional roles as cheap labor, this does not allow
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their social integration into the community, since their low pay does not
afford them the means to participate normally.

Political integration involves acquisition of rights to participate demo-
cratically. Immigrant workers contribute economically and most often
pay taxes, but most often they are not allowed to vote. This dilemma
presents two policy possibilities. The first and more orthodox option is
to promote acquisition of naturalized citizenship for authorized immi-
grants. This in turn provides an opportunity to promote further politi-
cal and other forms of integration by requiring immigrants to develop
sufficient language skills and knowledge of the common principles and
cultural values of the society. The second option, underway in some
European countries, allows immigrants to vote in local and European-
wide, but not national elections. American policy is restricted to the
first option. Neither option, though, addresses the political integration
of the growing numbers of unauthorized immigrants in Europe and the
United States.

Language is the key but not exclusive component of cultural integra-
tion. To the extent that there is a dominant majority-minority relationship,
facility in the dominant language becomes a survival skill for minorities
in the labor market, and a necessity if there is to be any type of unified
national culture to undergird national integration. Linguistic integration
requires that states develop language-acquisition programs for immi-
grant and internal language minorities. An important question for policy
is the extent to which the state encourages and facilitates maintenance of
minority languages as well.

American Affirmative Action and European Positive Action

Affirmative action in the United States and positive action in Europe
are the most well-known and controversial policy measures for redress-
ing discrimination against minorities. The premise of both is that when
nondiscrimination legislation proves to be insufficient to improve living
conditions of minorities, more aggressive measures become necessary.

The term affirmative action was first used in the United States on Sep-
tember 24, 1965. President Lyndon Baines Johnson, in response to pres-
sure from that decade’s civil rights movement, issued Executive Order
11246, which required nondiscrimination in employment by the federal
government and by government contractors and subcontractors. Its sec-
tion on contractors stated,

The contractor will take affirmative action to ensure that applicants are em-
ployed, and that employees are treated during employment, without regard
to their race, color, religion, sex or national origin.!”
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Though the civil rights movement directed itself at discrimination against
blacks, the executive order included language to apply its protective
provisions to all racial and ethnic minorities, religious minorities, and
women. In 1973, disabled persons were added.

The original language directed affirmative action toward ending dis-
crimination in employment. In time, affirmative action would be inter-
preted to mean ending underutilization of minorities in employment as
well. The first meaning is protective but passive. It obliges employers not
to discriminate. The second meaning obliges employers to increase the
number of minority employees. Between the two meanings lie a host of
issues and controversies.

Nondiscrimination laws and policies in themselves are not controver-
sial in the United States. The notion of equal opportunity is deeply in-
grained in the national culture. So-called soft affirmative action programs
in which employers make special efforts to notify minority members that
they are welcome to apply for openings are also not controversial. Public
controversies begin with hard affirmative action policies that establish
preferences for minorities in employment in order to reach quotas to end
underutilization of the minorities. Critics interpret hard affirmative action
policies as amounting to reverse discrimination. The controversy parallels
Americans” acceptance of equality of opportunity but not result. Ameri-
cans accept nondiscrimination employment opportunity, but many do
not accept policies to ensure the result of actual equality in employment.

Affirmative action policies that give preference to minorities in en-
trance to universities remain controversial, too. Ironically, white students
who resent affirmative action for racial minorities rarely complain about
university policies that give preference to athletes. They accept affirma-
tive action to ensure winning teams but not to obtain social goals. Prefer-
ences given to less qualified children of wealthy alumni of elite universi-
ties have similarly come under little criticism.

Further controversies remain over who the beneficiaries of affirmative
action should be. Affirmative action arose in the United States as a policy
to achieve equality of opportunity for domestic racial minorities who had
been the victims of discrimination, primarily arising out of the history of
slavery and conquest. It remains controversial whether affirmative action
benefits should apply to recent nonwhite immigrants.

There are still further controversies regarding the factor of class in affir-
mative action programs. If the goal is to achieve equality of opportunity,
then affirmative action should only benefit those racial minority members
who are disadvantaged, not middle- and upper-class minority members.
If, on the other hand, the goal is to produce racially diverse workplaces
at all levels, then middle- and upper-class racial minorities would be
eligible.
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European positive action policies have the same controversy fault line
as in the United States: the public does not resist them so long as they are
restricted to ensuring nondiscrimination and preparing minorities to be
able to equally compete for jobs. Controversy and resistance begin when
the policies mandate that minorities be given preference in hiring.

There are other contextual differences that lessen the similarity of re-
action. European positive action programs are not primarily targeted at
racial minorities because racial differences as such are not as prominent
and divisive there as they are in the United States. There is nothing com-
parable to the close correlation of class and race that existed with slavery
in the United States, and there is no legacy of that institutionalization that
presents a continuing problem to be dealt with today. Ethnic, not racial,
minorities have been the root internal issues.

On the other hand, a number of European societies, including the
United Kingdom, Germany, France, Portugal, Spain, Denmark, Italy,
and the Netherlands, held colonial possessions in the past that contained
racially different peoples. To the extent that they derived riches from
those possessions, they exploited the racially different populations of
their colonial empires. The correlation of class and race thus existed in
European history, but, unlike in the United States, the racial components
were separated in physical space, since the racially different populations
lived in distant colonies.

Race, though, is becoming a more significant domestic issue in Europe
as increasing migration from Africa, Asia, and Latin America brings in
racially different residents, including those from former colonial pos-
sessions who often have preferential immigration eligibility. Something
similar to the color coding of the American class structure will likely
become more apparent in Europe, but not as strongly. What will mitigate
against its forming so acutely will be the more developed welfare state,
social policy, and greater acceptance of egalitarianism.

To the extent that a relatively greater share of national income in Eu-
rope continues to be distributed through social wages rather than individ-
ual wages—that is, through access to commonly shared social programs
in retirement, health care, child care, and the like—the effects of racial
discrimination on standards of living will be lessened. A strong welfare
state, while not eliminating the possibility of racial and other forms of dis-
crimination, prevents substantial types of consumption necessities from
being affected by discrimination.

Strong welfare programs have the effect of circumventing the cultural
and institutional legacies of racial and ethnic discrimination and preju-
dice to at least partially accomplish the goal of equalization of living con-
ditions. That, of course, by no means lessens the necessity of maintaining
and developing policies that combat active forms of discrimination.
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Incarceration as
Social Policy

In 1986, an assassin gunned down Swedish prime minister Olaf Palme
as he and his wife were walking home from a movie in Stockholm. In
reacting to the news, Americans were confounded that a prime minister
of a country could walk the streets without bodyguards and without fear.
They could not imagine an American president and his wife walking
alone to a movie theater in Washington, where a president does not step
outside of the White House without elaborate and expensive security
precautions. Such are the differences between what Americans and Euro-
peans take for granted about the relative dangers of walking their streets.

A culture of violence and fear is firmly interwoven into the fabric of
American society. It is more acute in some areas and contexts than others.
Some citizens live on inner-city streets where taking precautions against
street violence is an assumed part of their daily routines. Others live in
relative suburban and exurban safety and circulate through their daily
public tasks without fear, but vicariously observe the violence of drive-
by shootings in inner cities via nightly television news reports. Distance
from street-violence danger has, like income, become an attribute of social
class position.

Homicide rate differences are the most dramatic example of the differ-
ent level of crime in the United States compared to Europe. The American
homicide rate is over four times as high (table 15.1). Driving the American
rate are widespread gun ownership, a culture of violence, and exclusion-
ary social policy.

If you put a gun on the wall in the first act, wrote Anton Chekhov,
you must use it by the third act. In life as in theater, the gun is both
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Table 15.1. Homicide, Gun Ownership, and Incarceration Rates

Homicide* Gun Ownership** Incarceration*
Austria 0.73 30 95
Belgium n.a. 34 93
Denmark 0.53 12 63
Finland 2.13 45 64
France n.a. 31 96
Germany 0.88 30 89
Greece 0.98 23 109
Ireland 1.59 9 76
Italy 1.06 12 92
Luxembourg n.a. 41 155
Netherlands 0.97 4 100
Norway 0.71 31 69
Portugal 2.15 9 104
Spain 0.77 10 160
Sweden 1.27 32 74
Switzerland 0.80 46 76
United Kingdom
England and Wales 1.41 6 153
Scotland 2.13 6 152
Northern Ireland 1.33 22 88
European Average 1.22 23 100
United States 5.62 89 756

Sources: United Nations Office on Drugs and Crime, Tenth Crime Trends Survey, 2005-2006, table 2.3;
Graduate Institute of International and Development Studies, Small Arms Survey, 2007 (Cambridge: Cam-
bridge University Press, 2007), chapter 2, appendix 5; Roy Walmsley, World Prison Population List, 8th
ed., International Centre for Prison Studies (London: King’s College, 2008).

Notes: * per 100,000 population, ** per 100 population.

metaphor and reality. Part of the reason why there are more American
than European homicides is because the instruments to commit them
are more prevalent. There are eighty-nine guns per one hundred per-
sons in the United States, almost one per person. It is the highest rate
in the world, nearly four times as high as the European average of
twenty-three. There are guns in 35 percent of American households.!
Most civilian European firearms are long guns (rifles and shotguns),
which are used mainly for hunting. There are, compared to the United
States, relatively few handguns, which are used mainly for personal
security and crime.

The pervasiveness of American gun ownership manifests cultural val-
ues. The Second Amendment to the Constitution guarantees citizens the
“right to bear arms.” For many, this is the most important right in the
Constitution, a right that in their eyes gives them the ultimate means of
protection from tyrannical government. It is suspicion of the state border-
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ing on paranoia that feeds on the values of self-reliance, independence,
and freedom. Instead of finding protection in the unity of the community
as represented by the state, there is self-reliant protection based on indi-
vidual ownership of means of violence.

The American desire to own a gun is a predictable response to an
American culture of violence. American history has seen an unending
series of expansionary wars, from conquest of Indians to obtain land to
conquest of Middle Eastern countries to obtain oil. American television
has a morbid fascination with violence. In a laissez-faire climate in which
anything goes that produces money, American television producers
know that they can increase viewership—which increases the rates that
can be charged for advertising—through portrayals of violence, since
so many people are drawn to it. The oldest tricks in theater to draw at-
tention are to portray acts of violence or sex. In the case of television,
either portrayal will cause channel-surfing viewers to stop. The more it is
portrayed, the more viewers will stop, in a competition to appeal to ever-
shorter attention spans. The more who stop, the more will be exposed to
the accompanying commercial message.

For sure, Europe experienced and participated in severe violence dur-
ing the wars of the twentieth century; and there is no reason to believe
that European wartime conduct was any less violent than American con-
duct. The difference is in peacetime conditions. European domestic rela-
tions are far less violence prone than are American ones. To a large extent,
the effects of European social policies, in part geared to ensure relative
social peace in the sociological sense, result in also maintaining domestic
peace in the literal sense.

Americans know they live in a violent reality.? They take some small
comfort in knowing that a percentage of the perpetrators of illegal
violence will face the ultimate form of violent punishment, death. While
capital punishment has been abolished in all Western European countries,
it continues to be legal in federal law and in most state laws in the United
States. The starkly different views of capital punishment in Europe and
the United States reflect different cultural and social realities.

So, too, do dramatically different rates of incarceration. As the United
States has cut back public antipoverty programs, it has increased spend-
ing on prisons and now has the highest incarceration rate in the world at
756 per 100,000 population, almost eight times as high as the European
rate of 100 (table 15.1). Even when controlling for the influence of race,
American incarceration rates are dramatically higher than those of Eu-
rope. There are 487 white Americans in prison per 100,000 members of
the population, nearly five times as high as the average European rate of
100. Meanwhile, the rate for American blacks is a staggering 3,161, over
six times the white American rate and thirty-one times the European rate.
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The rate for Latin American inhabitants of the United States is 1,200, more
than double the white rate.?

In the eyes of many, a place in prison is increasingly being substituted
for a place on poverty relief. At the same time, as public support for the
poor has been reduced, there has not been a corresponding rise in living-
wage jobs. As the poor are pushed off of welfare rolls, they are lucky to
find work. If they do, it is most likely at wages that are not much better,
if at all, than the incomes they were formerly receiving on welfare. They
make a transition from welfare recipients to low-wage labor, as outsourc-
ing and deindustrialization remove living-wage factory jobs.

In this climate of economic and social desperation, an informal, illegal
drug market has grown. It provides physical relief, however palliative,
and economic opportunities, however dangerous. Joining the military
and risking life in foreign wars provides another draconian alternative to
poverty relief.
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Summary: Principles for
Progressive Social Policy

As the previous chapters have abundantly demonstrated, contem-
porary advanced capitalism looks different in the United States
and Europe. In the former, a fundamentalist faith in nineteenth-century
laissez-faire economics enjoys considerable influence and power, one of
the consequences of which is to minimize state responsibility for social
programs. In the latter, the notion that a comprehensive welfare state is
necessary to temper capitalism’s worst tendencies and features is widely
accepted.

For sure, the divide between the United States and Europe in terms of
social policy, social programs, and attitudes toward the desirability of
having a welfare state is not absolute. There are Americans who would
like to see their country move closer to a European model, and vice
versa.

When thinking of reforming social policy, therefore, the first question
is, reforming it in what direction? Reform, as a word, rhetorically appears
as a universal positive, like freedom and democracy. No one in principle is
opposed to it, just as no one is opposed to freedom or democracy.

The question is not whether to reform social policy. All programs are in
need of constant maintenance, improvement, and often creative changes.
The question rather is the direction in which changes are to be made.
Should Europeans institute reforms to make their social policy come
closer to the American model, or should Americans be seeking to come
closer to the European one?

The American model incorporates the values of individual freedom
without worrying greatly about community welfare. The European model
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pays more attention to the social cohesion of the community. Which is the
better? The answer lies in the realm of value choices. While social science
cannot scientifically determine which values are superior, it can demon-
strate that if programs predicated on one or the other are adopted, they will
have distinctly different consequences.

The minimalist American welfare state, as we have seen, results in the
United States having significantly higher rates of poverty, crime, and
other social problems. It follows that if Americans wish to seriously tackle
reducing those social problems, and if Europeans wish to avoid increas-
ing their social problems to an American level, then the welfare state and
its constitutive social programs in the first case needs to be strengthened,
and the second at least maintained.

Critics of the welfare state will counter that there is no longer a choice,
because it is increasingly unaffordable. One variation of the argument
is that while a comprehensive welfare state was once affordable, it no
longer is, largely owing to the pressures of globalized competition. A
country must be lean and fit, meaning not having expensive state social
programs, if it is to compete effectively. The problem with this argument
is that contemporary developed societies are more prosperous now than
in the past when they presumably were more able to afford generous
welfare programs. If they are more prosperous now than in the past, they
are more—not less—able to afford such programs.

The nonaffordability argument substitutes an implied value choice
for a supposedly immutable economic principle. All economies produce
and distribute. How they produce and distribute varies. With the same
amount of production, a society can either distribute it primarily through
individual wages and minimal social programs or through lower individ-
ual wages and stronger social programs. Resource-wise, both are possible
and affordable. In social terms, though, each choice carries dramatically
different consequences.

VALUES AND GOALS

Europe and the United States share the modern values that individuals
should have freedom and be self-reliant. These are values that were not
prominent in early societies, in which individual identities and aspira-
tions were more subsumed within group and community contexts. The
members of medieval society largely thought and presented themselves
alike in terms of dress, with little or no premium placed on standing out
as different from others. The opposite prevails within the modern societ-
ies of North America and Europe, in which freedom to think for oneself
regarding religious, political, and other beliefs, as well as how to present
oneself publicly in terms of dress, is highly valued.
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As in the case of integration and multiculturalism forming complemen-
tary parts of an approach to ethnic-social policy, the issue is how to combine
individual freedom and community welfare into a unitary social policy.

The American approach embraces more individual freedom than com-
munity welfare. It holds the corollary values of individual autonomy and
self-reliance. The European approach places more emphasis on the shared
values of community welfare and social solidarity. Many Americans
pride themselves in not being a bother to others, whereas Europeans are
more likely to see reaching out to others as cementing their community
relations with them.

It would be tempting to make the easy conclusion that the truth lies
somewhere in between the American and the European approaches. Av-
eraging, however, is seldom a road to truth. Rather, it is more a question
of positing the dialectic of individual and collective identity and welfare
in world historical terms.

Individuals in the earliest societies were parts of unitary egalitarian col-
lectivities. The first class divisions within any societies developed around
8000 Bc. Those divisions undermined exclusive collective identities, as
identities based on more partial and eventually individual interests began
to emerge and develop. These new identities, though, never completely
displaced or abolished collective identities. Up through the immediately
premodern and precapitalist periods, collective identities greatly con-
strained individual freedoms, which could only fully emerge, as argued
classically by Durkheim, with the development of more complex divi-
sions of labor, in which mutual interdependence replaced thought con-
formity as the basis of social order.

The problem with laissez-faire capitalism, which Durkheim and other
liberal theorists recognized and which Marx and other socialist theorists
especially criticized, was that it took individualistic freedom too far, to
the point that it undermined the social cohesion of societies. The next
step forward therefore required resuscitating and expanding on the val-
ues of community, social cohesion, and inclusion while at the same time
subsuming and reproducing the progressive values of self-reliance and
freedom.

The problem with the conservative American approach is that it wishes
to move back to exclusive self-reliance and freedom and is therefore reac-
tionary. If Americans need to recognize and put at the forefront the values
of community, social cohesion, and social inclusion, Europeans need to
maintain and strengthen their commitment to those values and necessities.

The problem with capitalist development is that it will, according to
its own logic, move in the direction of values that are consistent with the
narrow logic of the market mentality, in which each person competes to
maximize individual gain. For social policy to achieve social cohesion and
inclusion, it must be willing to temper that internal economic logic, and the
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only institution that is strong enough to counter that logic is the state. Suc-
cessful progressive social policy must therefore be lodged in state action.

PRINCIPLES FOR PROGRESSIVE SOCIAL POLICY

Stated formally, there are nine interconnected and overlapping principles
that make up a progressive approach to social policy.

Community Welfare

Progressive social policy seeks to maximize the healthy functioning of the
community. While concerned with individual welfare, it does not start or
rest there. Its primary goal is to produce, as much as possible, a harmoni-
ous, healthy integration of the community. It assumes that individuals
require both freedom and community support.

Social Inclusion

For there to be harmonious, healthy integration of the community, there
must be social inclusion. All members must have sufficient resources to
participate in a normal manner in the community. This includes economic
resources to maintain a normal standard of living and political resources
to participate in democratic decision making. Social programs need to be
developed or strengthened to ensure that all citizens—not just the eco-
nomically successful—have sufficient resources to participate in a normal
manner.

Social Solidarity

A guiding ethic of progressive social policy is that each member of the
community feel a bond with and be willing to support other members
in need. Progressive social policy institutionalizes that ethic through tax-
supported social programs rather than leaving it up to voluntary dona-
tions to charity programs.

Anomie Prevention

Contemporary rapid rates of economic and social change destabilize liv-
ing conditions for many. They produce stressful, anomic conditions of life,
including sudden increases in unemployment and poverty. They disorient
and disrupt accustomed living routines and life progress and thereby un-
dermine social stability.
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Progressive social policy seeks through careful planning to guide eco-
nomic and technological change in order to minimize harmful anomic
consequences. Social planning may include the establishment of social
programs to aid those affected by needed changes so that they can main-
tain stable living conditions.

Social Equality and Poverty Reduction

Social equality and poverty reduction are interrelated goals since they
enhance a socially inclusive, stable, and integrated community. By social
equality is meant not merely equality of opportunity, but also substantial
equalization of vital, necessary living conditions, such as access to health
care, food, and education.

Since the status of being poor prevents persons from participating in
the community in a normal manner by marginalizing them due to lack of
economic resources, poverty reduction must be a primary goal of a socially
inclusive policy. In that context, poverty, poverty lines, and poverty reduc-
tion are more usefully measured in relative rather than absolute terms.

Decommodification

Distribution of vital goods and services, such as health care, food, educa-
tion, and housing, according to need rather than as commodities accord-
ing to unequal purchasing power, is a mark of progress in human devel-
opment. The more that societies have the capacity and the consciousness
to decommodify the distribution of vital goods and services, the more
they can improve individual and social welfare.

Decommodification requires an economic base of adequate productivity.
The more productivity there is, the more economic surplus there is to dis-
tribute to maintain at average levels populations that cannot be economi-
cally productive, such as children, the disabled, and retired persons. At the
same time, shifts in consciousness, including instilling an ethic of social
solidarity, are needed so that economically productive and successful indi-
viduals will not seek privileged consumption access as rewards and rights.
Also needed is a shift of commodity consciousness away from wasteful
consumerism to allow production of more necessary goods and services.

Increasing Social Wages

A benchmark of decommodification is the extent to which social wages
increasingly displace individual wages. The more national income is dis-
tributed as social wages—that is, as socialized and equalized benefits—
the greater the progress toward social equality.
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Progressive Taxation

Progressive taxation by its very nature is a vehicle for redistribution of
income in the direction of equalization. It allows states to transfer income
from the privileged via tax-supported social programs to less privileged
classes. Progressive taxation does not only benefit the less privileged. It
also benefits the privileged, since it increases the effective demand of the
lower income groups, which allows the circulation of commodities to
proceed. It also benefits the privileged by undergirding social cohesion
and peace.

The Democratic State as Agency

The logical agency to strengthen the social bonds of the community is the
public authority or state, because it is comprised of the institutions that
belong to the people or community as a whole. Partial interests motivate
all other agencies—including private businesses, private charities, and
nongovernment organizations. Only the state has the potential to be mo-
tivated by the interests of the entire community. This remains true despite
laissez-faire attempts to denigrate it as an appropriate agency for address-
ing social problems with suitable social programs.

For sure, the state most often has been captured by partial interests
and has not represented the interests of the entire people. For the state
to reach its potential, it therefore must be substantially democratized. It
must substantively, and not just in form, represent the interests of the
entire society.



Afterword:
Social Impacts of the
Great Recession in Europe

and the United States

he first edition of this book was published in late 2006 during a period

of relative economic prosperity and growth in Europe and the United
States. Its main thesis was that Europe and the United States shared the
status of being high-income capitalist economies but with different social
models. Europeans pay high taxes and receive generous social benefits.
Americans pay low taxes and receive few social benefits. High-income
capitalist economies can economically function with either approach, but
with very different social consequences.

Thus, in 2006, a time of relative prosperity, there were clear differences
between social conditions in Europe and the United States. Because of
intentional government policy, Europe had less income inequality and
poverty than the United States. It had less health inequality since all of
its citizens had health insurance, unlike in the United States, where 15
percent had no insurance at all and many more had only token insurance.
Because 2006 was a year of strong economic growth, both areas had rela-
tively low unemployment rates. But neither had a zero unemployment
rate, which would be a rare occurrence for capitalist economies. Both had
programs to deliver benefits to the unemployed, but those of Europe were
more generous and of more lasting duration.

An underlying view that bridges ideological differences in Europe is
that strong social programs and safety nets are prudent investments in
social integration and peace. Societies function better if their members are
integrated into them with the means, including income, to participate in
normal ways. Marginalization of citizens promotes alienation and social
breakdown. For that reason, Europeans have embraced social inclusion as
a means and goal of social policy.
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For historical and cultural reasons, social policy in the United States
has been marked by individualism and anti-statism. Each individual, ac-
cording to the dominant belief, is presumed to be responsible for her or
his own welfare. There is a deep suspicion of government action for social
purposes. Despite paying much lower taxes than Europeans, Americans
complain much more about the taxes they do pay. In the eyes of many
Americans, they are absolutely and oppressively overtaxed.

To some extent, the United States compensates for its lack of a devel-
oped welfare state with an extensive prison system. Its incarceration rate,
many times higher than that of Europe, is the highest in the world. If in
Europe there is a commitment to using welfare policies to compensate
for the failure of labor markets to provide living-wage employment for
all who need it, in the United States those who cannot obtain living-wage
employment are forced to adapt to sub-living-wage conditions or inad-
equate welfare support. Many supplement sub-living-wage incomes with
more lucrative profits from a burgeoning drug economy that has moved
into the vacuum left in deindustrialized cities. It is a risky survival strat-
egy in which the odds of serving time in prison are high.!

THE GREAT RECESSION

The recession began in late summer 2008 in Europe and the United
States. By October, it was clear that the contraction in economic activity
was much more severe than in previous recessions.” It bottomed out in
2009, with the International Monetary Fund estimating contractions of
the gross domestic product at -3.9 in the Euro area and -2.5 in the United
States. By 2010, economies on both sides of the Atlantic were growing
again, although weakly.® There had been an acute contraction followed
by a long, slow recovery. If there were social consequences of the differ-
ences between strong and weak welfare states during periods of relative
economic prosperity, there were even stronger differences between them
during deep recessions. There was not as much of a social safety net to
catch the recession’s victims in the United States as in Europe.

Business cycles and unemployment rates are largely mirror images
of each other. When an economy is growing, new jobs are created and
unemployment decreases; when an economy declines, people are laid
off and unemployment rates increase. The Great Recession was no dif-
ferent. Unemployment rates increased in Europe and the United States.
In the European Union, the rate increased from 7.1 to 9.5 percent be-
tween 2007 and 2009, the year in which the recession bottomed out. In
the United States during the same period, it increased from 4.6 to 10.1
percent.*
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Before the onset of the recession, unemployment at 7.1 percent was sig-
nificantly higher in Europe than in the United States. Many conservative
commentators in the United States blamed the European welfare state for
the higher rate, claiming that it undermined the work ethic by providing
alternative sources of income.

There is some truth to that argument. When people have income alter-
natives, they are not so desperate that they will accept any job, no matter
how unfavorable its conditions.’ Put differently, income and, as we have
argued throughout this book, social stability depend relatively more on
conditions within the labor market in the United States than those in
Europe. The more developed European welfare state functions as a more
effective shock absorber for failures of labor markets to provide enough
living-wage income opportunities. An unemployment rate spike will thus
have more serious social consequences in the United States.

Regardless of what the rates were before the recession, by the business-
cycle low point in 2009, the U.S. unemployment rate had surpassed that
of Europe. The size of the spike in the unemployment rate was thus much
larger in the United States—from 4.5 to 10.1 percent versus from 7.5 to 9.4
percent in Europe. The shock to social stability was greater in the United
States because of the relatively greater increase in unemployment and
because it depended on high employment rates to compensate for weak
social programs.

The more direct cause-and-effect link between position in the labor
market and life chances in the United States, because of its lack of a strong
welfare state, is nowhere more evident than in access to health insurance.
The overwhelming majority (69 percent) of those who have health insur-
ance receive it as an employment benefit.® For them and usually their
dependents, unemployment results in a loss of insurance coverage. To
purchase it directly would be prohibitively expensive, especially when
income has plummeted. As the recession-induced unemployment rate
increased, therefore, so too did the uninsured rate—from 13.9 to 16.7 per-
cent between September 2008 and October 2009.” Lack of health insurance
in turn aggravated health conditions and increased premature deaths.

The 2010 Health Reform will make it easier for unemployed persons to
maintain health insurance coverage. Their drop in income will make them
eligible to purchase individual insurance at subsidized rates. The reform,
however, will not go far enough to assure complete continuity of their
coverage as exists in Europe. What had been provided as an employee
benefit they will be required to purchase, and that will be a new expense,
however much subsidized, at precisely the time when their income will
have significantly declined.

Unemployment was aggravated in the United States by the stock mar-
ket hit suffered by private retirement accounts—Individual Retirement
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Accounts, 401(k)s, and the like. These private defined-contribution retire-
ment accounts that are sensitive to market swings constitute 44 percent
of retirement sources of income in the United States, more than double
the European average.® Sharp reductions in their account balances forced
many who were about to retire to delay leaving the labor force. They held
on to labor force positions rather than vacate them, thereby adding to the
pressures driving up the unemployment rate.

The economic downturn thus sent unemployment rates sharply up-
ward in Europe and the United States. However, the standards of living
of the European unemployed suffered much less because of their more
generous income replacement programs and other services such as uni-
versal health insurance, which were not affected. Ironically, one of the
features that distinguished the situation in the United States was that it
led to people both being kept from jobs and being trapped within them.
The first were, as in Europe, workers who were laid off because of the eco-
nomic downturn or new workers entering labor forces with scarce open-
ings. The second, unlike in Europe, were workers who had to delay re-
tirement because the downturn had liquidated substantial values within
their private market-sensitive retirement systems. Those who wanted jobs
couldn’t find them, and those who had jobs couldn’t leave them to retire,
the situation of the first being in part caused by that of the second.
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formal sub-living-wage incomes with more lucrative profits from the illicit infor-
mal drug market, see Tim Black, When a Heart Turns Rock Solid: The Lives of Three
Puerto Rican Brothers On and Off the Streets (New York: Pantheon, 2009).

2. The technical definition of a recession is when the gross domestic prod-
uct—the total value of goods and services produced—declines for two quarters
or six months. Surprisingly there is no technical definition for what constitutes
an economic depression. The only commonly assumed meaning is that it is more
serious than a recession. Ironically, in the 1920s the meanings were often reversed,
with depression being taken to be a slight dip in economic activity that was not
dangerous to the overall economies, while recessions were taken to be serious
declines in production.

3. International Monetary Fund, World Economic Outlook Update, January 26,
2010, table 1.1, www.imf.org/external/pubs/ft/weo/2010/update/01/index
htm#tbl1 (accessed March 23, 2010).

4. OECD, “Harmonised Unemployment Rates News Release: January 2010,”
www.oecd.org/dataoecd /20/21/44746304.pdf (accessed March 3, 2010).

5. Many who are counted as fully employed in the United States are actually
part-time employees. In Europe there are relatively fewer part-time employees
counted as part of the employed population.

6. Carmen DeNavas-Walt, Bernadette D. Proctor, and Jessica C. Smith, U.S.
Census Bureau, Current Population Reports, P60-236, Income, Poverty, and Health
Insurance Coverage in the United States: 2008 (Washington, DC: U.S. Government
Printing Office, 2009), 20.

7. Elizabeth Mendes, “Percentage of Uninsured Adults in U.S. Remains El-
evated,” Gallup Poll, March 17, 2010, www.gallup.com/poll /126791 /Percentage
-Uninsured-Adults-Remains-Elevated.aspx (accessed March 17, 2010).

8. OECD, Pensions at a Glance: Retirement-Income Systems in OECD Countries
(Paris: OECD, 2009). See also, Catherine Rampell and Matthew Saltmarsh, “A
Reluctance to Retire Means Fewer Openings,” New York Times, September 2, 2009.
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