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I. Introduction 

The social well-being of individuals in advanced industrial societies depends upon three different institutions: (i) the market economy; (ii) the family; and (iii) the welfare state.  All advanced industrial societies rely upon the success of their national economies to generate wealth.  They rely upon families to care for the young, the sick and the old.  And they rely on the welfare state—the bureaucratic provision of unemployment benefits, old age pensions, health care, child support, disability benefits etc.—to compensate for the failures, risks, or insufficiencies of the market economy and the family.
  

Advanced industrial societies organize their national economies and (in particular) their welfare states in fundamentally different ways.  In recognition of this fact, social scientists have identified a variety of different types (or models) of welfare capitalism.  Anglo-American countries are generally taken to constitute one distinctive “liberal model” of welfare capitalism that differs from European and Japanese alternative models.   A number of important and influential taxonomies of different varieties of welfare capitalism now exist in the scholarly literature.  These taxonomies have lately come to assume not merely scholarly but also political significance.  During the French referendum on the European Constitutional Treaty, for instance, many French voters turned against the Treaty, because they feared it would establish a “Liberal” or “Anglo-Saxon Europe” at the expense of their preferred “Social Europe.”
  The liberal model of capitalism, so it is widely believed, is incompatible with social justice.  The European and Japanese models of capitalism define, in contrast, a fairer, more equitable, more socially just alternative.
  There is now something of a consensus that while the “liberal model” may be economically superior—and even this claim remains deeply contested--the European and Japanese models of capitalism are morally superior.  


This paper is motivated, at least in part, by skepticism about this anti-liberal consensus.  To their advocates, the European and Japanese varieties of welfare capitalism achieve high levels of equality both within  the market and through the welfare state.  Thus “equality”—measured in terms of income distribution--provides the primary normative basis for the judgment that these models of capitalism are superior to the liberal alternative.  Our paper challenges the this approach.  We argue that a conception of social justice grounded in the value of “individuality” and “sufficiency” provides a better standard of evaluation than a crude redistributive conception of “equality.”  On the basis of our new conception of social justice, we argue that any desirable model of capitalism requires, what we term, institutional flexibility.  The liberal model of capitalism tends, so we argue, to have greater institutional flexibility than its currently feasible alternatives.  This institutional flexibility is especially beneficial to some otherwise disadvantaged social groups, including women, immigrants, artists, and the disabled.  

The argument of this paper proceeds in five sections.  Section one distinguishes different models of welfare capitalism.  This section provides a background for the normative argument to follow.  Section two develops a moral argument in favor of “individuality” and “sufficiency” through critique of John Rawls’ theory of justice.  Section three introduces a notion of institutional flexibility as something that increases choices available to citizens in pursuit of individuality.  Section four specifies the social safety-net that is needed to provide all citizens with “sufficiency.”  And section five defends the approach adopted in this paper--an approach that we call “applied political theory”—which draws together social scientific and normative perspectives on welfare capitalism.  


I. Anglo-Saxon Capitalism and Its Alternatives
Most empirical work on advanced industrial societies is—implicitly or explicitly—premised upon the importance of two normative goals: economic growth and equality.  Existing taxonomies of welfare states and welfare capitalism largely reflect these normative criteria.  Rather than engaging in debates about the relative merits of different normative values, empirically-oriented scholars focus on causality.  They operationalize the normative goals into tangible variables (i.e. GDP growth rates, unemployment rates, inflation rates and GINI coefficients) in order to compare which countries perform better.  It is important to emphasize that most of the studies were concerned with egalitarian distribution of income in addressing equality.  The core debate thus has been over what institutional features account for better economic output and more egalitarian distribution of the national economic output.  Importantly, this debate has given rise to a widely shared view that advanced industrial societies form distinctive clusters based on their institutional similarities and differences.  


We can distinguish two sets of taxonomies of welfare capitalism.  Although they both are concerned with the degree of equality that different institutional configurations produce, they differ in their focus on the mechanism by which different capitalist systems promote equality.  One set of taxonomies focuses on the degree of equality achieved within the market.  They are premised upon the assumption that some economic institutions generate more egalitarian distribution of national output than others.  The other set of taxonomies focuses on the role of the welfare state in promoting equality by means of redistribution.  Let us briefly discuss the ideal typical models of capitalism and welfare states that the two sets of taxonomies have constructed.  We will review the ideal types of models of capitalism first and then the ideal types of welfare states.

I.1. Ideal Types of Capitalism


As already mentioned, one set of taxonomies focuses on differences and similarities of economic institutions among advanced industrial societies.  The two most influential taxonomies of economic institutions—one developed by the corporatist literature and the other by the Varieties of Capitalism (VOC) literature—have both constructed two ideal types: corporatism versus pluralism and coordinated market economy (CME) versus liberal market economy (LME).   Because there is a high degree of overlap between the concept of corporatism and CME and also between pluralism and LME, we will only discuss CME and LME the sake of simplicity.
  

A CME is defined as a form of capitalism with the following institutional characteristics: (a) highly organized unions and employers with formal roles in the polity; (b) presence of strong worker representation at the company—i.e. work councils and company unions; (c) collective wage bargaining systems—either at the national or industrial levels; (d) corporate governance systems that protects stakeholders such as workers than shareholders; (e) heavily regulated labor markets; and (d) more generous welfare states.  A LME, in turn, is largely defined as a society that lacks the very institutions just described.  A LME lacks highly organized unions and employers’ associations with formal roles in the policy process.  It also lacks collective wage bargaining or company-based worker representation.  Its corporate governance system favors shareholder over stakeholders; its labor markets are not as heavily regulated; and its welfare benefits are meager.  

The distinction between CME and LME matters, because they are associated with very different economic behaviors and economic consequences.  To put it simply, the CME ideal type describes a model of capitalist economy that maximizes equality without hindering economic efficiency; the LME ideal type, however, produces economic efficiency but not equality.  It suffices here to simply to state why the CME should produce more egalitarian outcome without fully explaining the causal mechanisms.
  The main causal argument proceeds as follows.  The CME is rich in institutions that promote long-term mutual commitments among key economic actors such as workers, employers and capital providers.  Lon-term mutual commitments enable economic actors to overcome their short-term self-interests in pursuit of long-term common interests.  Stable long-term employment relations, for instance, encourage cooperative industrial relations, which then make forward-looking investments in human capital.  When institutions ensure that employers promise employment security is credible and that the fruit of cooperation will be distributed between capitalists and workers in an equitable manner, workers are likely to cooperate with capitalists to improve productivity in order to maximize input.  The more coordinated wage setting mechanisms in CMEs should produce more compressed wage structure (i.e. greater income equality); and their more generous welfare states reduce income gaps between those who are in the labor market and those who are not (the sick, the old and the jobless).  

The LME; lacks all the institutions necessary to reduce inequality within the market.  A greater role granted to shareholders creates a highly salient short-term profit orientation; and its unregulated labor markets facilitate easy hire and fire.  Its industrial relations are more adversarial than cooperative, because there is no institutional guarantee for long-term employment relations.  The absence of company level worker representation and well-organized employers’ associations make cooperative industrial relations very difficult either at the company, industry or national levels.  Because of the lack of cooperation among economic actors in favor of their long-term mutual gains, all economic adjustments in the liberal/pluralist ideal type take place via the market mechanism.  Given the short-time horizon of shareholders in liberal capitalism, corporate managers have no option but to layoff workers in bad times.  Lack of coordination in wage bargaining systems, in turn, lead to much greater levels of income inequality within the market.  The relatively meager welfare state in liberal/pluralist ideal type means there is little state intervention that corrects the inegalitarian market outcomes. 
I.2. Ideal Types of Welfare States

The most influential taxonomy has created three ideal types based on different benefit principles—benefit eligibility, benefit formula and benefit generosity.  Benefit eligibility can either be based on one’s contribution into a social insurance system, one’s citizenship or one’s needs.  Benefit formulate can be flat-rate or earnings-related.  Benefits can be also either generous or meager.  The liberal ideal type provides need-based, flat-rate and meager benefits.  The conservative ideal type provides generous earnings-related benefits based on one’s contributory history.  The social democratic ideal type provides the most generous benefits to everyone based on his/her virtue as a citizen regardless.  Because citizens depend less on the market income to live decent lives in conservative and social democratic welfare states, it is argued that their lives are better then those of their counterparts in liberal welfare states.
  In contrast, the argument goes, the liberal welfare state does little to promote equality or to reduce citizens’ dependence on the market.  In other words, unfortunate citizens in liberal welfare states will be reduced to flipping burgers at McDonald, while their counterparts in conservative and social democratic welfare states can live off social wages to live more “respectable” lives. 

I.3. Anglo-American Welfare Capitalism versus Euro-Japonica Welfare Capitalism


The implicit value judgment embedded in the aforementioned taxonomies very clearly suggests that some types of welfare capitalism are more desirable than others because of the greater equality they achieve.  Normatively speaking, based on the brief review of the causal arguments embedded in the influential taxonomies, it is clear that countries whose capitalist system resembles the LME and whose welfare state resembles the liberal welfare state would be the worst systems.  

[Figure 1 about here]

Figure 1 places the actual countries in a matrix of six cells created by combining two ideal types of capitalism and three ideal types of welfare states.  Note that the distribution of countries in Figure 1 does not reflect our assessment but the status of the empirical literatures reviewed in this section.  What is important here is to note that Anglo-American countries are all lumped together in the worst cell (Cell IV: LME and liberal welfare state).  Continental and Nordic European countries and Japan, in turn, are all placed in the CME camp; and none of them is placed in the liberal welfare state cells.  Scholars have generally perceived Anglo-American countries to possess the worst institutional combination as far as the egalitarian allocation of national income goes.  The label “liberal” therefore does not mean “progressive” but rather means “laissez-faire,” where citizens are let to swim or drawn in the harsh capitalist world.  In contrast, the Euro-Japonica models of welfare capitalism are considered as humane brands of capitalism.  Despite the fact that many scholars have disputed whether all English-speaking countries should be lumped together, “Anglo-American” became synonymous to “market-based.”  The normative unpopularity of the Anglo-American capitalism is not just an academic phenomenon but highly salient in public discourse in many European countries and Japan.
  Welfare states in many English-speaking countries, for instance, share similarities with Scandinavian social democratic countries.  However, such remarks have not been able to dissipate moral skepticism against Anglo-American forms of welfare capitalism.  To reiterate, the major point of moral contention against Anglo-American welfare capitalism is their inability to reduce inequality.

I.4. Should Equality Be the Most Important Normative Criterion?

 We have demonstrated mainstream comparative studies of advanced industrial societies implicitly or explicitly portray Anglo-American countries as morally inferior types of capitalism when compared to the Euro-Japonica models.  Euro-Japonica models of capitalism are more humane because they protect people’s jobs and lives better: people’s lives are not disrupted as frequently as in Anglo-American countries where greedy capitalists ruthlessly resort to hire and fire.  Although the degree of job security is often used as a major distinction between Anglo-American capitalist systems and the Euro-Japonica variants, the moral basis of the popular dislike of the Anglo-American countries continues to be their high levels of inequality.  Is equality of income distribution a necessary and/or sufficient condition for a just society?

Some of the criticisms raised against the mainstream welfare capitalism taxonomy provide useful ways of questioning the moral basis of distributive equality.  Feminist scholars, for instance, have identified that advanced industrial societies do not solely vary in terms of distributive equality but also gender equality.  Highly redistributive welfare states can further vary on other dimensions such as treatment of men and women.  Some welfare states may generously treat women but primarily in their roles as dependent housewives or mother, while treating men as independent citizens on their own.  Other welfare state may treat men and women as equal fellow citizens.  Not that equality in this sense is different from equality in the sense of distributive justice: women in the two different welfare states just described may both receiving the same amount of redistributive benefit.  The difference is that women in one type of welfare state receive the benefits via their husbands, while women in the other type receive the benefits directly.  In other words, feminists problematize this difference because they think that the welfare state should not treat half the adult population as not fully independent citizens; and also because they think that the welfare state should not reward a particular life style choice (being a dependent housewife rather than a working wife or a single woman) over others.  However, as feminist critics correctly point out, the three ideal types of welfare states—liberal, conservative and social democratic welfare states—have been constructed without any attention to gender-relevant details of eligibility criteria.

Similarly, although the LME is often vilified because of its institutions that exacerbate inequality, some institutional dimensions associated with the LME promote gender equality.  Note here that gender equality is different from distributive justice.  Consider two countries with the same level of GINI coefficients.  In one of them, men and women may be equally distributed to all income classes, while sex distribution may be extremely skewed in the other.  Furthermore, there are institutional dimensions that have not been taken into consideration at all in constructing the two ideal types of capitalism (LME and CME) that matter greatly to those who care about gender equality.  Presence of affirmative action or strong enforcement of equal employment opportunity law clearly promote gender equality in the labor market but the current taxonomies preoccupied with distributive justice neglect such institutional dimensions.

We do not argue that gender equality should replace distributive justice as the normative guide to choose different institutional configurations of welfare capitalism.  Yet the examples of feminist criticisms help highlight the very fact that some forms of welfare capitalism limit citizens’ life style choices while others do not.  We want to emphasize that the range of citizens’ lifestyle and career choices is structurally constrained or broadened by different models of welfare capitalism.  Most importantly, we contend that egalitarian countries do not necessarily maximize citizens’ choices.  Germany and Japan, for instance, are more egalitarian than the US when it comes to distributive equality.  Nonetheless, both the welfare states and economic institutions in Germany and Japan lock men and women into rigid roles.  It is structurally more difficult for women in Germany and Japan to combine work and family than their counterparts in the US.  It is also structurally more difficult for men (and women) to change their careers.  The very institutions of CME that lock economic actors into long-term relationships also limit citizens’ choices to reverse their past decisions to try something new.  

In the rest of the paper, we develop an alternative notion of social justice and under what kinds of institutions it might flourish.
  Blah,blah, blah…

Say something about how liberal does not mean Anglo-American

II. Individuality, Sufficiency, and Social Well-Being

The idea of equality that informs the liberal conception of social justice goes without much defense in the social scientific literature.  To appreciate the full force of this idea, it would be useful to turn to its most sophisticated philosophical advocate: John Rawls.  We develop our alternative comception of social justice through a critique of  Rawls’s egalitarian conception of social justice—a conception that he calls “justice as fairness.”


Rawls’s conception of social justice—“justice as fairness”—provides the basis for identifying the “basic structure” (or institutional model) of a just society.  For Rawls, justice requires a “basic structure” compatible with the two following principles: one, a principle of equal basic liberties; and two, the so-called “difference principle” (inequalities must work to the advantage of the least well-off).
  Rawls himself remained, at least in his earlier work, extremely reluctant to specify the precise nature of the institutional model that was best capable of securing these two principles.  While he leaned towards “a property-owning democracy,” he allowed that this model was consistent with many different capitalist and socialist systems.  As he put this point:


Which of these systems and the many intermediate forms most fully answers to 
the requirements of justice cannot, I think, be determined in advance.  There is 
presumably no general answer to this question, since it depends in large part upon 
the traditions, institutions, and social forces of each country, and its particular 
historical circumstances.


In his later work, Rawls’ earlier preference for “a property-owning democracy” solidifies into a repudiation of both “laissez-faire capitalism” and “welfare capitalism.”  While Rawls’ rejection of “laissez-faire capitalism” is, given his account of the requirements of justice, unsurprising; his rejection of “welfare capitalism” warrants further examination, not least because it suggests that Rawls would find little to recommend in, what we termed in the previous section, “the liberal model of capitalism.”  More generally, Rawls’ “justice as fairness” might be taken as one of the most powerful accounts of the institutional requirements of an egalitarian form of social justice.  


Let’s begin with Rawls’ definition of “welfare capitalism.” 


Welfare capitalism has some concern for equality of opportunity, [but] the 
policies necessary to achieve that are not followed.  It permits very large 
inequalities in the ownership 
of real property … so that the control of the 
economy and much of the political life rests in few hands…[A]lthough … welfare 
provisions may be quite generous and guarantee a decent social minimum 
covering basic needs, a principle of reciprocity to regulate economic and social 
inequalities is not recognized.


This line of criticism bears some resemblance to that put forward by many critics of the “liberal model of capitalism” that we encountered earlier.  Yet whereas these critics of “the liberal model of capitalism”had very little to say about the normative basis of their critique, Rawls’ criticism draws its force from three more general ideas: one, a conception of fair social cooperation, which requires, in the case of economically-advanced democratic polities, a form of “reciprocity;” two, a conception of the person as a reasonable citizen with the capacity to act upon a conception of justice and to form and revise a conception of the good; and three, a conception of public justification that requires that the distribution of the advantages of political membership meet some transparent, mutually acceptable standard.
  Rawls does not draw these three “general ideas” out of his own philosopher’s hat; he believes that these ideas form part of “a public political culture of a democratic society.”  In other words, the premise of Rawls’ “justice as fairness” is drawn from an interpretation of the moral achievements of advanced industrial democracies. 



Rawls draws upon these three general ideas to argue against “welfare capitalism” on the grounds (and here I am simplifying) that it generates inequalities that cannot be publicly justified to a reasonable citizen.  Simply stated, “welfare capitalism,” as Rawls conceptualizes it, promises only a social minimum—a sufficientarian standard of social well-being--while any just model of society prioritizes the non-relative well-being of its least well-off--a prioritarian standard of social well-being.
  


There are, for purposes of the present discussion, four aspects of Rawls’s argument worth noticing here.  First, Rawls’s account of “welfare capitalism” is an ideal typical category defined, at least in part, by its morally-significant failings.  Thus “welfare capitalism” seeks an equality of opportunity it cannot achieve; it allows inequalities in property that yield forms of economic and political oligarchy; and its sufficientarian standard of social well-being fails to generate an appropriate level of reciprocity or civic solidarity.  One important point to note about this moralized definition of “welfare capitalism” is that it presupposes a set of causal social relations.  Thus Rawls builds into his very definition of “welfare capitalism” a link between (i) economic inequality and oligarchy (or “control”); and (ii) mere sufficiency (a “social minimum”) and a deficiency of solidarity.  The difficulty with this moralized definition is that it begs the question against those “welfare capitalist regimes” where economic inequality does not lead to oligarchy and where mere sufficiency coincides with a robust sense of solidarity.  This point is important, because it seems that Rawls’s argument against “welfare capitalism” turns as much on a controversial political sociology as it does on reasonable (and uncontroversial) claims about justice. 


The second feature of Rawls argument concerning the institutional requirements of justice is that it operates at a very high level of abstraction.  It might be thought that any account of the requirements of justice worked out for an advanced industrial society would have something valuable to say about the issues that are the concern of this paper: the relative merits of different varieties of capitalism.  But Rawls offers very little helpful guidance here.  True, he has something to say about the relative merits of a “property-owning democracy” over “welfare capitalism.”  But his objections to “welfare capitalism” turns, as we have seen, primarily on a controversial, poorly grounded political sociology rather than on any more specific link between moral values and social and economic institutions.  So far as the merits of those presumptively acceptable institutional models—which for Rawls reduce to the choice between a “property-owning democracy” and “a liberal socialist regime”--Rawls simply repeats his earlier admonition to “look to society’s historical circumstances, to its traditions of political thought and practice, and much else.  Justice as fairness does not decide between these regimes…”
 Social scientists have frequently complained about the tendency of political philosophers to propose principles that are too abstract or divorced from currently feasible institutional alternatives.
  Rawls’ “justice as fairness,” notwithstanding its considerable merits, remains in its present form vulnerable to this critique.


Part of the reason why Rawls’ “justice as fairness” remains at such a high level of abstraction—and this is the third feature of his theory worth noticing--is that Rawls understands this conception of justice as an element of “a political” rather than “a comprehensive” doctrine.  In other words, Rawls seeks to ground his account of “the reasonable citizen”—which does a lot of work in justifying “justice as fairness”--on an interpretative argument about the shared public culture of a democratic society (Rawls 1991, Rawls 1999).  In contrast to many political philosophers in the western liberal tradition, Rawls does not appeal to an account of individual well-being (or “the good life for man”).  For Rawls, the members of a modern democratic society share only basic values—equality and freedom, for instance—and not so-called “comprehensive conceptions of the good.”  Rawls is critical of comprehensive political philosophies—including the liberal political philosophies of Kant and Mill that endorse, respectively, “autonomy” and “individuality”—on the grounds that these fail to recognize, what he thinks of as, a defining feature of late modern democratic societies: “the fact of reasonable pluralism.”  The abstractness of his account of the reasonable person is thus a function of his understanding of the “reasonable pluralism” of late modern societies and the importance of defining a conception of justice—a shared public conception of justice—that recognizes this reasonable pluralism.


Whatever the merits of Rawls’ claims concerning “the fact of reasonable pluralism,” this approach to justice rests upon a rather one-sided interpretation of the nature of an advanced industrial society.  Certainly, the individual members of advanced industrial citizens pursue different goals or ends.  It is no longer possible, if it ever was, to organize modern society on the basis of a shared religion that covers all aspects of personal and social morality.  But pluralism is not the only fact to notice when working-up a theory of justice for advanced industrial societies.  Surely, a more significant fact is what might be termed, the fact of productive capacity.  Advanced industrial societies are capable of providing greater levels of wealth to larger numbers of people than any other society in history.  There is no clearer indication of this achievement than the longevity of men and women in such societies.  The fact of productive capacity is itself a function of a cluster of different factors to do with the complex organizational structure of advanced industrial societies.  These societies depend upon and make possible: (i) the application of scientific and technological knowledge to social problems; (ii) schools, colleges and universities that permit the free pursuit of this type of knowledge; (iii) individuals (both men and women) who can spend twenty or more years in full-time education; and (iv) entrepreneurial activity.  These factors (amongst others) enable advanced industrial societies to generate the wealth available for redistribution.  Any conception of justice suitable for an advanced industrial society must be designed for people capable of operating and benefiting from a society with high productive capacity.  The idea of a person suitable for such a conception of justice cannot, for instance, prefer blissful ignorance to knowledge, the life of an ascetic to a life of enjoyment, a life of activity and achievement to a life of passivity.  This idea of the person is best captured in terms of the capacity for individuality—the capacity, in short, for creation, invention, discovery, and originality.  These are the qualities or characteristics that better “fit” an advanced industrial society than those identified by Rawls in his accounts of “civic friendship.”
  Thus we can assume in our idea of a person a highest-order interest in acting upon our capacity for individuality.  


To draw upon an idea of the person that emphasizes the capacity for individuality rather than “civic friendship” (or some other such public-oriented commitment) has some important ramifications for any account of the mutual obligations that can be legitimately expected among the members of society.  The idea of social justice is itself by no means uncontroversial.
  Rawls’ account of the requirements of justice is extremely demanding—and this is the fourth feature of his argument worth noting—not least because it entails the denial of all gains that result from our personal talents or skills.  For Rawls, such assets are undeserved arbitrary assets; and the wealth (or benefits) that they generate ought to be distributed in such a way that they improve or prioritize the position of the least well-off.  Motivating Rawls’s argument for this prioritarian conception of social justice is a conception of reciprocity or civic friendship.  We are, from Rawls’s perspective, public-oriented agents, who are prepared to evaluate our commitments—albeit commitments to be mediated by way of a “basic structure”--from the perspective of the least well-off.  It follows from this approach to justice that median-income earners could never legitimately object to a redistributive principle that benefited the least well-off, even if the median-income earners and not the high-income earners were to bear the cost of this redistributive principle.  This counter-intuitive approach follows directly from Rawls’ view that granted equal basic liberties, the position of the least well-off provides the exclusive position from which to assess the fairness of an advanced industrial society.


In contrast to Rawls’ “justice as fairness” approach, which prioritizes the social welfare of the least well-off, a conception of justice suitable for a highly productive society of individuals—defined in terms of a highest-order interest in individuality—will provide a much less generous form of redistribution.  The welfare state will exist to secure a social minimum—a sufficientarian standard of social well-being—because a market economy involves risk and uncertainty.  But the principal aim of this sufficentarian social minimum is to allow individuals to take such risks without fear of losing their livelihood.  Thus a sufficientarian social minimum will likely entail a universal health care system and perhaps a basic income, because such guarantees would allow individuals to exploit their capacity for individuality to the full.  Any more egalitarian requirement of justice will, however, be rejected, because it cannot be derived from an idea of the person that emphasizes individuality.  While the social well-being of individuals viewed in light of their capacity for individuality is absolutely essential, social justice measured in terms of some egalitarian principle of redistribution is not.  


The conception of social well-being that emerges from this account of individuality has an additional advantage to the conception of justice as fairness defended by Rawls.  Rawls’s conception of justice provides little guidance on the institutions that define any model of capitalism.  Rawls has little to say about the precise institutional features of the market economy, the family, or the welfare state.  His conception of justice is not designed to guide their organizational shape or reform.  This is not the case with a conception of social well-being grounded in individuality.  From this perspective, the institutions that define any model of capitalism must bolster and stimulate the capacity for individuality.  In the next section, we argue that institutional flexibility is an essential requirement of any model of capitalism suitable for the development of individuality.  Before pursuing this point further, something more needs to be said about the nature and justification of individuality itself.


Part of the justification for individuality derives from its importance in an advanced industrial society characterized by, what we termed, the fact of productive capacity.  A society of this sort—which we assume to be a genuine historical achievement—requires people who possess this capacity for individuality.  There exists, in short, a close and important “fit” between this type of person and this type of society.  But saying this is simply to beg the question why an advanced productive society is desirable at all.  Many earlier societies never knew our levels of productive capacity, were they accordingly impoverished or inferior?  Many contemporary pluralists and multiculturalists would argue that they were not.
  There are two points that can be made in support of highly productive advanced industrial societies.  First, these societies are—at least for North Americans, Europeans, and Japanese--our fate.  We live in a world created by such societies.  We seek conceptions of justice or—as we prefer—social well-being that help us select between the different institutional forms that these societies can  assume.  Second, we can repudiate these societies only at the price of being dominated by foreign societies of this type.  In other words, highly productive advanced industrial societies are powerful, both economically and (potentially) militarily.  To turn our back on this type of society—in favor of, say, something akin to a simple pastoral society—is to make ourselves vulnerable to the power of those peoples who embrace this type.


This is not to say that individuality and advanced industrial societies are merely our unfortunate fate.  The capacity for individuality and the advanced productive society that this capacity makes possible are genuine achievements.  The capacity for individuality is closely tied to the idea, celebrated by the earlier Romantic theorists, that creativity lies at the very core of what it is to be a full human being.  Through our capacity for individuality, we make our own unique mark on the world.  In doing so, we achieve an all important form of recognition.  The capacity for individuality is no less importantly tied to the notion that human beings ought to be free to choose their own path through life.  Self-chosen activities (whether these take the form of a hobby or career) are thereby expressions of a personal style, character, or identity.  Ideally, it ought to be possible to choose these activities from a wide range of options.  People are different; and the capacity for individuality will work itself out variously in different people.  No less importantly—particularly in a society characterized by longevity—people will want to pursue different activities at different stages of their lives.  The full development of our capacity for individuality requires that the range of options remains wide for all individuals over the course of their lives.  It is with this point in mind that we need “institutional flexibility.”  
    

III. Institutional Requirements of Individuality: Flexibility

Let us assume that individuality lies at the core of what we termed social well-being.  What institutional features sustain individuality?  This question lies at the very center of the normative debate over the merits of different models of capitalism.  Whether a country possesses such institutional features or not becomes the key to evaluate how well that country promotes social well-being.  Again it is important to note that institutions designed to secure individuality are likely to be different from those designed to secure redistributive justice.  Individuality, we argue, requires institutional flexibility.   By institutional flexibility, we refer to the ability of social, economic and political institutions to accommodate career and life-style choices that citizens make.  Here it is important to recall that social well-being is a function of three different institutions—the welfare state, the labor market, and the family.  As the preceding section has argued, life style and occupational choices are indispensable for the realization of one’s individuality.  One’s choice to become a mother or become a carpenter or a poet is what defines one’s individuality.  The more accommodating the institutions—i.e. institutional flexibility—the greater the social well-being in a given society.  

A Society without Institutional Flexibility

Some examples might be useful in clarifying institutional flexibility.  Let us first begin by considering a society that lacks any flexibility.  Think of a country where social conventions are so rigid that young girls are expected to marry at a young age to become wives and mothers.  In this society, women do not have access to higher education and employers simply do not hire women.  Public policy only perceives women as “dependents of full citizens”—i.e. daughters, wives or mothers.  As such, women have no recourse to divorce or inheritance.  In such a society, women have virtually no choice.  

This does not necessarily mean that this society lacks redistributive justice.  Both the state and social conventions may ensure that no woman suffers from poverty because of gender.   When social conventions define the family unit more extensively, unmarried women can be productive members of the extensive family.  An extended family unit might consist of multiple female members, not all of whom carry out reproductive responsibilities. (Note: the assumption here is that women only remain unmarried when no man wanted to marry them.)  Even in the absence of an extended family, the state can intervene to make sure that unmarried women and widows are taken care of by means of various welfare benefits such as survivors’ pension, whereby daughters and wives are entitled to pension benefits of their fathers and their husbands after their death.  Redistributive justice, which might alleviate poverty among women, does not increase women’s choices per se.  Redistributive justice aims at reshaping the allocation of resources—as a result of market transactions—it does not aim at maximizing the flexibility of life choices citizens make.  

Institutional flexibility and inflexibility do not just affect one sex.  In the afore-mentioned example, it is not just women who are stripped of choices, but so are men.  Men, as heads of the family have to fulfill various obligations regardless of their will.  The greater welfare-providing functions bestowed in men—while generating power within the family and the community—restrict the range of life choices men can choose from.  Furthermore, we can also think of gender-neutral institutional inflexibility such as a strict caste system that dictates what occupations one can engage in.  Under a caste system, both men and women are bound by the caste of their origin.  

Institutional Flexibility/Inflexibility in Advanced Industrial Societies

Certainly, the extreme cases discussed so far would only occur in undemocratic countries.  They all seem only plausible in Afghanistan under Taliban.  Are democratic capitalist countries free of institutional inflexibility?  Not so.  Institutional inflexibility is not a unique feature of undemocratic countries.  A comparison of advanced industrial societies reveals that their states, markets and the families accommodate individual choices to varying degrees.  

Systematic discrimination in the labor market—such as firing of married women, pregnant women and older workers—provides a good instance of institutional inflexibility.  This can and does happen in advanced industrial societies.  The state, however, can intervene in its remedial capacity to remove institutional inflexibility.  Some countries, for instance, make it illegal to discriminate against people on the basis of sex, religion, age and race.  In such countries the state thus ensures that access to education and positions in and outside the market is available to all those who meet the requirement.  Other countries are more lenient on discrimination.  While the US government strictly polices its society, the German or Japanese governments have been lenient on sex-based work discrimination.  Until very recently, for instance, there existed no penalty for employers, who categorically excluded one of the sexes from the hiring process in these countries.  Regulatory intervention to eliminate discrimination broadens the scope of choices for those groups of citizens who have been denied access to certain occupations in the market as well positions in non-market organizations (i.e. private clubs, government, public sector).   In other words, anti-discriminatory interventions enhance the institutional flexibility needed to develop and act upon the capacity for individuality.  
Overt discrimination is not the only source of institutional inflexibility that arises in a advanced industrial democratic society.  Some labor market institutions are inherently less flexible and, consequently, systematically reduce the range of choices available to citizens.  More specifically, certain types of hiring and training methods lead to very inflexible labor markets, where people get trapped in jobs they chose as young adults with very little chance of lateral movement.  Think of a country, where vocational training takes place in the form of apprenticeships available only to young school leavers of a specific age.  Such apprenticeships form in many Continental countries the primary form of school-to-work transition.   They continue to be prevalent in countries like, for instance, Germany and Switzerland.  In such a country, what one decides to do at the age of 16 will define that person for the rest of her life.  If she decides that she wants to try out something new, say, at the age of 32 (still a young age), she finds no means to re-train herself or re-enter into a different employment.
  

Lack of lateral movements in the labor market potentially affects both men and women negatively.  Women (or men) who quit their first job to enjoy motherhood (or fatherhood) will find a vast array of occupational choices foreclosed if they desire to redefine themselves not as primary caregivers of their offspring but by means of their métier.  Motherhood and fatherhood are not the only potential problems that arise in a society that lacks lateral movements in the labor market.  Think of a person who tried out acting for ten years and failed.  In a society with no lateral movement, this person will be prevented from redefining himself after those ten years of hard work.  Societies with inflexible labor market institutions, thus, make pursuits of individuality extremely costly.  

In contrast, the scope for choices and changes is a lot greater in countries with flexible labor market institutions.  When access to vocational training is open to a broader age cohort and a well-developed external labor market exists for a broad range of jobs (not just unskilled jobs but good skilled and professional jobs), citizens get a chance to experiment.  After saving enough money, an ocean lover can take time off from paid work and sail around the world for three years if so wishes.  She can enter the labor market or retrain herself for a different job.  Likewise, a computer wiz can drop out school and try to build his Microsoft.  If her efforts fail, she can always go back to school and restart.
  

Patterns and expectations of family relations also vary across advanced industrial societies.  Social expectations for marriage, having children, caring for children and frail elderly at home are significantly stronger in some countries than others.  Divorce is more readily accepted in some countries than others.  Patterns of division of labor between men and women within the household vary cross-nationally, too.  Societies with rigid expectations for gender roles within the family are likely to strip men, who desire to be stay-home fathers, of possibilities to do what they want as much as they restrict choices of women who want kids and careers.  Just as the state can intervene to remedy discrimination, the state can also intervene to offset the consequences of institutional inflexibility such as strict gendered division of labor at home by publicly providing care services—i.e. childcare, elderly care.

Despite the important remedial role of the state, the state itself can be a source of institutional inflexibility.  Policies that assume a particular kind of family structure and work trajectories can limit other choices by inadvertently penalizing choices that divert from “the norm.”  When the government decides on the hours of instruction for compulsory education assuming that mothers will be at home waiting for the children at 2pm in the afternoon, this policy decision reduces the range of mothers’ choices.  Or think of age restrictions that governments impose on licensing examinations for lawyers and accountants, for instance.  They severely limit older citizens’ range of choices.  Similarly, think of a contributory social insurance scheme for old-age pension designed for a specific type of beneficiary in mind—like a male worker with a very stable job, who begins to work at the age of 22 and continuously works until his retirement age.  Social security contribution thus has to be initiated by the age of 22 and full pension benefits are only paid to those who have contributed for 40 years by the time they turn 65.  This system severely punishes anyone who deviates from “the norm”—parents who took time off to stay home with their children; anyone with atypical work trajectories.  Big monetary penalty will prevent citizens from pursuing life trajectories they desire.  The big gap between maximum and minimum levels of public pension benefits in countries that adopt contributory social insurance schemes indicate that this kind of penalty is real rather than hypothetical.  

Institutional Requirements


It follows from the preceding discussions that, in order to maximize the scope of individuality within the society, three key institutions—state, market and family—need to be flexible.  It is important to note that these three institutions are in a complementary relation to one another.  Flexible (inflexible) labor markets lead to flexible (inflexible) family arrangements, which, in turn, support flexible (inflexible) labor markets.  The state plays a crucial role in the mix for its remedial potential.  The state can intervene to offset inflexibility of labor markets or family.  The other side of the coin is that, whether intended or not, the state can also preserve or exacerbate inflexibilities within the market and the family. 

(1) Flexible Labor Market:


Labor market flexibility is one of the most important institutional requirements to facilitate and encourage individuality.  Education & vocational training systems gender- and age-specific better enable citizens to experiment and recreate their identities along the long lifespan to remain productive members of the society.  A well-developed external labor market, where there are multiple job entry points for people in different age cohorts, is more flexible and hence desirable from the perspective of individuality. 

(2) Flexible Family: 

Flexibility means that there exists no sex-based expectation for division of labor within the family.  Two adults can form a pair based upon their shared notion of what a family should look like.  A man who wants to be a stay-home father can be happily married to a woman who values her identity primarily as a worker, for instance.  Or the two partners may opt for a family type, where the two people decide split both unpaid and paid work equally.  Flexible family arrangements, as stated earlier, require a flexible labor market institution.  An egalitarian marriage is likely to necessitate a labor market that can provide choices over working hours.  
(3) Flexible State 


The state plays a remedial role to reduce inflexibilities that might exist in the labor markets and family structures.  

* The state can police against discrimination in hiring and training.

* The state can promote training and personnel management practices that permit a variety of work trajectories—such as starting at a young/old age, working part-time, full-time, or flexible time—by means of regulatory changes.

*The state can eliminate social welfare programs that are designed specifically for a particular life-style and work trajectory; and, instead, adopt more “choice-neutral” benefits.  Universalistic benefits that do not make eligibility requirement and benefit levels contingent upon a specific family decision or occupational decision promote more flexibility in the labor market and the family.  

* Universalistic health care and programs akin to basic income facilitate multiple occupational choices as well as occupational changes.

* Until the labor market and the family structure become flexible, the state also remedy disadvantages suffered systematically by a specific group such as women by programs like public childcare (or childcare vouchers when there is a market option) or elderly care.     

V. Institutional Requirements of Sufficiency: Social Safety Net


A little bit more needs to be said said about these basic assumptions, because they bear upon the very project of assessing different models of capitalism in light of standards of justice rather than—the more conventional social scientific approach—standards of economic welfare.  The assumption that society defines a system of social cooperation is the least controversial of the assumptions.  Nothing more is meant here than the claim that society, when viewed from the perspective of a conception of social justice, defines a system of cooperation thafthat can benefit all of its members. More controversially, Rawls allows that system of cooperation can take a more or less solidaristic form.  Rawls himself hopes to define a conception of social justice that will realize a very close form of solidarity—a form of civic friendship. That involves sharing each others fate (Rawls 1970, 102, 1999, xxx).   But he recognizes that societies can survive with something less solidaristic, although he believes that societies that offer a less solidaristic form of cooperation are less legitimate.  


It is difficult to see how any account of social justice could dispense with some account of social cooperation.  No les indispensable is a conception of the person that can benefit from social cooperation.  Normative political theories can operate with more and less specific conceptions of the person.  Rawls’s conception of the person is quite spare.  He merely assumes that we are all reasonable citizens.        

Figure 1. Typologies of Welfare Capitalism

	
	Varieties of Welfare States

	
	Liberal
	Conservative
	Social Democratic

	Varieties of Economic Institutions
	Coordinated Economy (CME)
	Cell I

	Cell II

Austria, Belgium, Germany, Japan, Luxembourg, the Netherlands, and Switzerland
	Cell III

Denmark, Finland. Norway and Sweden

	
	 Liberal Market Economy (LME)
	Cell IV

Anglo-American countries 
	 Cell V

	Cell VI




France, Italy, Spain and Portugal are considered to be mixed cases of LME and CMEs; and belong to conservative welfare states.  They should therefore be located in between Cell II and Cell V. 

� For a detailed discussion of “functionally equivalent” ways to protect citizens from market-based and non-market based risks, see Margarita Estévez-Abe, Welfare and Capitalism in Postwar Japan (Cambridge: Cambridge University Press, forthcoming),  Chap. One.





�.  We are using the term “liberal” here and throughout this paper in the European sense rather than the US sense, where the term “liberal” roughly means “social democratic.”  In our “European” sense of the term, “liberals” include such people as Adam Smith, Friedrich Hayek, and Margaret Thatcher.  


 


� [cite Wolfgang Merkl; Ronald Dore; Fritz Scharpf; Jϋrgen Habermas]  The only exception might be David Soskice’s taxonomy of coordinated market economy versus liberal market economy.  Here the argument is economic rather than moral.  See David Soskice 1994, Peter Hall and David Soskice (2001).  Some economists have made economic arguments in favor of large welfare states in Europe claiming that these large states performed better economically and on other macro-level non-economic dimensions such as the health of their people measured in terms of longevity (see Peter Lindert).  





� Others have similarly distinguished two types of capitalism.  Ronald Dore, Michel Alber.  This section relies on the Varieties of Capitalism literature that has produced the distinction between CME and LME, because this literature has more systematically discusses a wider range of institutions that compose different models of capitalist economy.








� For details, see Estévez-Abe, Iversen and Soskice 2001, Hall and Soskice 2001.





� Esping-Andersen (1990) uses an idiosyncratic concept “decommodification” to describe the liberation of man from the market forces. 


� See Castles and Mitchell (1993).  Robert Goodin et al provides a rare example of 





� refer to Flexurity





�.  This is to simplify.  Rawls’s second principle of justice has two parts: (a) equality of opportunity and (b) the difference principle.  For present puroses, we can ignore the first part of the second principle.  The more important point to recognize is that Rawls considers a society to be fair, insofar as its basic structure protects the basic liberties of all individuals and organizes its economic and political institutions in such a way that they work to the advantage of the least well-off. 


�.   (Rawls: 1970, 274) 


�.   (Rawls: 1999, 138) 


�.  These three “fundamental ideas” are laid out in their clearest and simplest form in his Justice as Fairness: A Restatement, 5-8.  Rawls’s more familiar account of “the original position” where individuals select shared principles of justice from under “a veil of ignorance” simply provides, as he himself repeatedly reminds us, merely a device for modeling these [and other] more general ideas


.   


�.  On the differences between “sufficientarian,” “prioritarian” and “egalitarian” approaches to social welfare, see Clayton and Williams (2002: Ch.1)  





�.   Rawls 1999,    


�.  As Ira Katznelson (1994: 628) puts it, “the tasks of political theory surely cannot be carried out absent a close association between rigorous reasoning about decent politics and a political sociology of existing or possible institutions.”  Compare also Rothstein (2004).   


�.  For the idea of “fit,”we are indebted to Muirhead (2004) 


�.  Hayek (1976) 


�.  Gray (1995); for a critique see Morgan (2004) 


� We do not have the space to go into the details here, but apprenticeship-based training systems negatively affects women’s opportunities to choose occupations freely.  This occurs, because, under the dominant pattern of division of labor at home, women are more likely than men to discontinue work; as a result, employers who take in apprentices possess more preferences for hiring males.  See Estévez-Abe (forthcoming).


 


� We are not making an economic justification to say that flexible institutions are more conducive to entrepreneurship—although this is a plausible argument.  In this paper, for now, we are solely interested in making a case for individuality.  It is worth noting that some of reform advocates in Japan are demanding flexibility in order to stimulate entrepreneurship. 
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