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De-Commodification in Social 
Policy 

The mainsprings of .modern: social policy lie in the process by which both 
human needs and labor power became commodities and, hence, our 
well-being came to depend on our relation to the cash nexus. This is not · 
to say that social policy was unknown prior to the of modern 
capitalism, only that its nature and organization became transformed. 
Traditional social welfare spoke to a world that was only very imperfect-
ly commodified. Thus, in the Middle Ages it was not the labor contract, 
but the family, the church, or the lord that decided a person's capacity 
for survival. 

The blossoming of capitalism came with the withering away of 
'pre-commodified' social protection. When the satisfaction of human 
wants came to imply the purchase of commodities, the issue of 
purchasing .. power and income distribution became salient. When, 
however, labor power also became a commodity, peoples' rights to 
survive outside the market are at stake. It is this which constitutes the 
single most conflictual issue in social policy. The problem of commod-
ification lay at the heart of Marx's analysis of class development in the 
accumulation process: the transformation of independent producers 
into propertyless wage-earners. The commodification of labor power 
implied, for Marx, alienation. 

Labor's commodity form has been a central concern of modem 
philosophy, ideology, and social theory. The classical laissez-faire 

opposed alternatives to the pure cash-nexus because they would 
disturb an<t the sacred equilibrium of supply and demand. 
They held, like fl.1eit · contemporary followers, that a minimum social 
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wage would not eradicate poverty but, indeed, actively contribute to its 
perpetuation. Marxism, in turn, was always ambivalent, in some cases 
arguing that genuine human welfare could only occur with the complete 
abolition of wage labor, in other cases believing that social 
would bring about decisive change. The latter view was not merely an 
invention of reformist social democrats, but was voiced in the Commun-
ist Manifesto and in Marx's analyses of the English Factory Acts. T. H. 
Marshall's (1950) view was that the rights of social citizenship essentially 
resolved the problem of commodification and that they therefore helped 
erode the salience of class. Finally, traditional conservatism opposed 
outright the principle of commodifying humanity because it would 
jeopardize authority and social integration; conservatives feared that it 
would lend a fatal blow to the perpetuation of the old order. 

In The Great Transformation, Polanyi (1944) identifies a fundamental 
contradiction in laissez-faire capitalism's drive to commodify labor 
power completely. While the system itself can only evolve by commod-
ifying labor, by doing so it also sows the seeds of its own self-
destruction: if labor power is nothing more than a commodity, it will 
likely destruct. 

With reference to Britain, Polanyi held that the pre-industrial 
Speenhamland .system of income security prohibited the transformation 
of labor power into a pure commodity. Since the system guaranteed a de 
facto social wage, it alleviated the kind of dire need that would have 
forced the landless workers to move to the new mill towns. Hence, until 
replaced by the new Poor Laws in 1834, Speenhamland was a fetter on 
British capitalism. 

'They may not have appeared as such, but the new Poor Laws were an 
active social policy designed to make wage employment and the cash 
nexus the linchpin of a person's very existence. Welfare, if not survival, 
came to depend on the willingness of someone to hire one's labor 
power. We might say that Speenhamland espoused principles of 
commodification since it adhered to traditional guarantees of feudal 
society. The Poor Laws of laissez-faire appear at first as an extreme case 
of government passivity. Yet behind this facade we must recognize the 
heavy hand of an active social policy designed to establish market 
hegemony in the distribution of welfare. With no recourse to property, 
and no state to which human needs can be directed, the market becomes 
to the worker a prison within which it is imperative to behave as a 
commodity in order to survive. 

The commodification of both wants and people may strengthen the 
engine of capitalist accumulation, but it weakens the individual worker. 
Within the market the liberal dogma of freedom appears justified: the 

. . 
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worker can freely choose between alternative utilities, jobs, employers, 
and leisure trade-offs. But Marx and Polanyi and, more recently, 
Lindblom (1977) are cOrrect in arguing that it is a freedom behind prison 
walls, and hence fictitious. Workers are not commodities like others 
because they must survive and' reproduce both themselves and the 
'society they live in. It is possible to withhold washing-machines from the 
market until the price is agreeable; but labor is unable to withhold itself 
for long without recourse to alternative means of subsistence. 

The politics of commodifying workers was bound to breed its 
opposite. As commodities, people are captive to powers beyond their 
control; the commodity is easily destroyed by even minor social 
contingencies, such as illness, and by macro-events, such as the business 
cycle. If workers actually do behave as discrete commodities, they will 
by definition compete; and the fiercer the competition, the cheaper ·the 
price. As commodities, workers are replacable, easily redundant, and 
atomized. De-commodification is therefore a process with multiple 
roots. It is, as Polanyi argued, necessary for system survival. It is also a 
precondition for a tolerable level of individual welfare and security. 
Finally, without de-commodification, workers are incapable of collec-
tive action; it is, accordingly, the alpha and omega of the unity and 
solidarity required for labor-movement development. 

The variability of welfare-state reflects competing responses 
to pressures for de-commodification. To understand the concept, de-
commodification should not be confused with the complete eradication 
of labor as a commodity; it is not an issue of all or nothing. Rather, the 
concept refers to the degree to which individuals, or families, can 
uphold a socially acceptable standard of living independently of market 
participation. In the history of social policy, conflicts have mainly 
revolved around what degree of market immunity would"lie permissible; 
i.e. the strength, scope, and quality of social rights. When work 
approaches free choice rather than necessity, de-commodification may 
amount to de-proletarianization. 

It was the commodity status of labor lay at the heart of the 
nineteenth-century debates and conflicts over the 'social question' or, as 
it was most commonly tenned in Germany, the Arbeiter/rage. It is, of 
course, unlikely that the pure commodity-status of the worker ever 
really existed. Even at the apex of laissez-faire, pre-capitalist residues of 
communalism persisted, and novel mechanisms of protection emerged. 
For analytical purposes, however, it is fruitful to treat the pure case of 
laissez-faire as an ideal type from which we can more clearly identify the 
main deviations. Since 1 in. the nineteenth century, traditional conservat-
ism, by uphdlding norms, constituted the single major 
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force against commodification, and since this significantly influenced 
social-policy development, we should properly begin our treatment with 
the legacy of 'pte-commodification' . 

Pre-Commodification and the "Legacy of Conservatism 

We should not confuse pre-capitalist society with the absence of the 
commodity form. Feudal agriculture typically produced cash crops, and 
the medieval towns were heavily engaged in the production and 
exchange of commodities. The manorial or economy required 
taxation which, in tum, required the sale of commodities. It was the 
commodity fonn of labor which was undeveloped. 

It was certainly not the case that the pre-capitalist producers, 
peasants, serfs, or journeymen could count on a lot of welfare 
tive of their work performance. One could not make many claims to 
subsistence independently of one's labors. Yet, the commodity form 
was absent in the sense that the majority of people were not dependent 
entirely on wage-type income for their survival. Households often 
remained fairly self-sufficient; feudal servitude also assumed a degree of 
reciprocity and paternal aid on the part of the lord; the urban producer 
was generally a compulsory member of a guild or fraternal association; 
and the destitute could normally approach the Church. Thus, in contrast 
to the naked commodity-logic of capitalism, the majority could count on 
prevailing nonns and communal organizations for subsistence. And, in 
comparison to laissez-faire poor relief, 'pre-capitalist' social aid was 
generous and benign. 

A hallmark of conservative ideology is its view that the commodifica-
tionof individuals is morally degrading, socially corrupting, atomizing, 
and anomie. Individuals are not meant to compete or struggle, hut to 
subordinate self-interest to recognized authority and prevailing institu-
tions. How, in practice, has conservatism addressed the " problem of 
commodification? We can distinguish several models: the first is largely 
feudal; the and the third is etatist. 

Feudal ideals are strongly antagonistic to the commodity status; 
markets do not matter and wage labor is only marginally important for 

well-being. A ( true) story illustrates the logic well: a typical 
American corporation ( textiles) decided in the 1970s to start production 
in Haiti, attracted by the prospects of extraordinarily low wage-costs. 
Upon completion of the plant, the firm's managers, all Americans, 
decided to lure the island's best workers by offering a marginally higher 
wage. Of course, on the opening day, the unemployed came by the 
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thousands to offer their services, and management had no difficulty in 
selecting a choice workforce. Yet, after only a few months, the plant 
was closed down. Why? The reason was simply that American manage-
men t had failed to reckon with feudal welfare arrangements which 
provide that when a worker's mother's burnt down, it was the 
boss's (in Haiti, workers call him Papa) obligation to repair it, or when a 
child needed medical attention or a brother was getting married, again it 
was Papa's obligation to help. Obviously, the Americans assumed 
wrongly when they accepted the market wage as the real wage. Where 
workers are genuinely commodified, the manager is no Papa. 

We should not dismiss the feudal paternalism of Haiti as a relic of our 
own distant past. Patronage and clientelism are modern versions of the 
same phenomenon, and have been extraordinarily influential in taming 
the brutal world of commodification. In the United States, the urban 
machine became the mechanism through which ethnic immigrants could 
integrate wage-work and welfare; in Italy, Christian Democracy's 
post-war power owes much to its welfare-clientelism, especially in the 
distribution of jobs and invalid pensions. Even more relevant are the 
early employer occupational fringe-benefit schemes that emerged in 
Europe and the United States. They were typically discretionary and 
awarded benefits to especially favored employees. In the United States, 
the American Express Company (then a shipping fiQll) was fife 
ner, but this style of paternal, clientelistic largesse remained a typical 
feature of private corporations well into the post-war era (Weaver, 
1982). 

Corporate societies are a second variant of pre-capitalist and pre-
commodified arrangements. They emerged in the towns among artisans 

. and craftsmen as a means to close ranks and monopolize entry, 
membership, prices, and production. The guilds and fraternal associa-
tions also integrated pay and social welfare, taking care of disabled 
members, widows, and orphans. Their members were commodities, 
and not in the market, but were, defined by their corporate status. 
Significantly, the guilds merged masters and journeymen, and accepted 
rank and hierarchy but not class. When the guilds were abolished, they 
were often transformed into mutual societies. In Germany, the mutual 
societies and the subsequent social-insurance laws were endowed with 
much of the old feudal spirit, as was seen in their ideas of compulsory 
membership for certain groups, and in the principle of corporative 
self-administration (Neumann and Schapter, 1982). 

The corporatc? model was one of the early and most prevalent 
responses to commodification. It clearly penetrated the infant working-
class friendly societies·, offering. a closed world of services and protection . , . , .. 

'. 
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for members; not surprisingly, the friendly societies predominantly 
addressed privileged craft-workers. 

But the corporate model was mainly favored by the conservative 
ruling circles in continental Europe. They perceived it as a way to 
uphold traditional society in the capitalist economy; as a 
means to integrate the individual into an organic entity, protected from 
the individualization and competitiveness of the market, and removed 
from the logic of class opposition. Corporatist welfare became the 
dogma of the Catholic Church and was actively espoused in the two 
major Papal Encyclicals on the social question: Rerum Novarum (1891) 
and Quadrogesimo Anno (1931) (Messner, 1964). The corporatist 
element was especially strong in the latter, and was in line with' current 
FasCist ideology. In Germany, as in Italy, Fascism was not particularly 
keen on nurturing a workforce of atomized commodities, but wanted to 
reinstall the principle of moral desert. Thus, its policy was 
positively in favor of granting an array of social rights. These rights, 
nonetheless, were conditional upon appropriate loyalty and morality; ' 
they were seen as pan and parcel of the new Fascist man (Rimlinger, 
1987; Guillebaud, 1941; Preusser, 1982). 

The readiness of conservatism to grant social rights, albeit conditional 
upon morals, loyalties, or convention, is also evident in the etatist 
tradition, historically perhaps best exemplified in the regimes of Ger-
many under Bismarck, and von Taaffe"s Austria. As in the case of 
corporativism, the ulterior motives were social integration, the pre-
servation of authority, and the battle a"gainst socialism. It was also 
motivated by an equally strong opposition to individualism and liberal-
ism. Intellectually guided by conservative academicians as Gustav 
Schmoller and Adolph Wagner, and the Catholic teachings, such as 
Bishop Ketteler's, there emerged the principle of 'monarchical social-
ism', an absolutist model of obligation for the 
welfare of its subjects. . 

Etatist conservatisJ;ll saw in social rights the solution to the 'social 
question'. When Bismarck and von Taaffe pioneered modern social 
insurance, they were in fact following the lead of Napoleon III in 
France. But Bismarck wanted to go further, and even contemplated 
legislating the right (or obligation, if you wish) to employment as part 
and parcel of his larger vision of Sodaten der Arbeit: workers as soldiers 
in an economy functioning like the army (Preller, 1949; 1970; Briggs, 
1961). In the 19305, the Nazis actually bega.n implementing Bismarck's 
old notion of militarized labor, through work conscription, a policy 
against women's.employment, and compulsory membership in Robert 
Ley's Labor Front (Rimlinger, 1987). In conserva-
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tive social policy, the boundary between duties and rights is often very ' 
blurred. 

Our lengthy excursion into the conservative foundations of social 
rights was necessary because they are, indeed, the historical origins of 
modern social policy. In almost every country, be it in Scandinavia, 
Britain, Or on the European continent, it was the conservative tradition 
that gave rise to the first systematic and deliberate attacks on the 
commodification of labor. The reasons are not especially difficult to 
discern. First, these conseIVative forces feared, quite correctly, that the 
onward march of liberalism, democracy, and capitalism would destroy 
the institutions upon which their power and privileges were, based. 
Labor as a commodity clearly wou.ld tear asunder feudal and absolutist 
systems of labor control. 

Second, the pre-commodified status of workers was a model that was 
already available' and typically also present in the beyday of laissez-
faire; it was a response that came naturally, and which could claim 
considerable legitimacy. The guilds may have been abolished, but 
lingered on as mutual benefit societies; the capitalist company (as well 
as the state) offered a menu of social benefits outside of the work 
contract; and paternalism was not something that seemed especially 
contradictory to the entrepreneurial spirit. As Schumpeter (1970) 
argued so eloquently, the capitalist order worked because it was ruled 
and organized by the protective strata of an earlier era. The social policy 
of 'pre-commodification' was, so to speak, one of the 'fiying buttresses 
that prevented capitalism's collapse' (Schumpeter, 1970, p. 139). It was 
also one of the cornerstones of what we today consider the modern 
welfare state. 

The Liberal Response to the Dilemmas of Conunodification 

The pure and undiluted labor commodity that we associate with 
laissez .. faire probably never existed in real life. Neither did it, in fact, 'in 
any serious theory of laissez-faire. Theorists like Adam Smith or Nassau 
Senior were not advocating a political economy in which the state 
withholds any form of social protection. But this 'does not imply that the 
problem is reduced to a historical phantom. Some labor markets do 
resemble the pure case, as is illustrated by the street-corner labor 
auctions that take place in Texas. And in respectable theory, the state 
was meant . to be absolutely minimalist, to be called upon only in 
situations of genuine human- c.risis. 

It was among tIle· laissez-faire popularizers, such as Smiley or 
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Martineau, that the pure was sanctified. From a 
welfare perspective, their argument was a double one. First, they held 
that a guaranteed social minimum would Cause poverty and unemploy· 
ment, not eradicate it - an argument that has found new life in recent 
neo·liberalism. Second, to them, social protection caused moral corrup· 
tion, thriftlessness, idleness, and drunkeness. The morals of liberalism 

conservatism were clearly at odds. 
The general assumption in liberalism is that the market is emancipa· 

tory, the best possible shell for self·reliance and industriousness. If not 
interfered with, its self·regulatory m,echanisms will ensure that all who 
want to work will ,be employed, and thus ' be able to secure their own 
welfare. Private' life 'may be wrought with insecurity, danger, and 
pitfalls; and poverty or helplessness is in principle not unlikely to occur. 
Yet, this is not a fault of the system, but solely a consequence of an 
individual's lack of foresight and thrift. 

This raw model of the Hberal 'good society' contains a number of 
obvious and well·known weaknesses. It assumes that all individuals are 
indeed capable of market participation, something which of course they 
are not. The old, the infirm, the blind, and the crippled are forced into 
family dependency which, in turn, constrains the family's capacity to 
su pply its labor in the market. Saving for future social catastrophies may 
not be possible when wages approximate the minimum for survival. And 
almost no individual can safeguard himself against a prolonged crisis. 

In all such cases, the liberal dogma is forced to seek recourse in 
pre·capitalist institutions of social aid, such as the family, the church, 
and the community. And in doing so, it contradicts itself, because these 
institutions cannot play the game of the market if they are saddled with 
social responsibilities. 

Liberalism recognized in the principle of p,ublic good a rationale for 
social intervention. Merchant ships would run aground without light. 
houses, and the population similarly would die out without public 
sanitation. It was mainly in the force of circumstance that liberalism 
came to accept the must of social rights. As the British discovered in the 
Boer War, an empire is difficult to sustain without an army of healthy 
and educated soldiers. Likewise, the performance of a poverty·stricken 
and destitute English working class seemed to compare unfavorably on 
efficiency terms with the industriaL parvenues, such as Germany. How, 
then, did liberalism come to terms with the dilemmas of labor commod· 
ification? 

LioeraLism found two acceptable answers. One was to transfer a 
modified version of the 'Less eligibility' principle from the old poor laws 
into a framework of means-tested social assistance. In this way, the 
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extension of unconditional social rights was avoided, and government 
largesse was limited to the certifiably needy and would not induce 
workers to choose welfare instead of work. A means-tested assistance 
system is, in a sense, a way of ensuring that non-market income is 
reserved for those who are unable to participate in the market anyhow. 
Titmuss's (1974) concept of the residual, or marginal, welfare state tries 
to capture exactly this property of the liberal paradigm; namely, that 
public obligation e.nters only where the market fails: the commodity-
logic is supreme. . 

The social-assistance model mainly found its way into the more 
liberally dominated Anglo-Saxon and early Scandinavian social policies. 
Well into this century, and sometimes even after World War II, it was 
often strictly conditional upon proper 'commodified' (and sometimes 
also moral) behavior. In Denmark, for example, the means-tested 
assistance pension was denied persons who had failed to repay to the 
state previously received poor relief. In New Zealand, social assistance 
has been refused to persons of 'amoral' marital conduct, i.e. divorce. 

It is the same philosophy which informs the second approach. Even 
the purest fonn of liberalism never objected to charity or insurance per 
se. What matters is that charity, or any kind of insurance, be based on 
voluntarism and that, moreover, insurance arrangements be soundly 
contractual and actuarial. Since there is no such thing as a free lunch, 
rights and benefits must reftect contributions. Once liberalism came to 
accept the principle of unionism, it was also perfectly capable of 
extending the idea of individual insurance to collectively bargained 
social benefits. Indeed, the latter came to inspire the whole ideology of 
welfare capitalism that so enthused American liberalism between the 
wars (Brandes, 1976). The idea here was that the United States could be 
spared the 'socialistic' flavor of state social insurance by encouraging 
company-based welfare schemes. 

Liberalism's preference is obviously for privately organized insurance 
in the market. But, as Ogus (1979) has noted, the idea of public social 
insurance was not as difficult to reconcile with the commodity-logic of 
labor as purist ideology assumed. Social insurance, like its private-sector 
kin, pegs entitlements and benefits to employment, work performance, 
and contributions. It should therefore strengthen the work incentive and 
productivity. If built on an actuarial basis, it also retains the pure 
exchange nexus of welfare. And, as Graebner (1980) has argued, 
old-age pensions even came to be regarded by the business community 
as a means to make the labor market more flexible: with pensions, 
employers could - at others' expense - rid themselves more easily of the 
older, less efficient'· Ey.en the idea of compulsory social 
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insurance could be accommodated to liberal dogma. For, if some groups 
were to be covered and others not, the result would be unfair competi-
tion. It was clearly this, and not ideals of social solidarity, which 
motivated a universally compulsory unemployment insurance in the 
United States. The tendency in liberalism to favor universal solutions 
once social insurance becomes inescapable is therefore not an" accident. 

In summary, liberalism's accommodation of social protection is in 
practice much more elastic than is normally thought, precisely because 
under certain conditions it promises to actually strengthen"the commod-
ity status of labor without adverse social effects. 

De-Commodification as the Politics of Socialism 

Socialism, whether as a theory, an ideology, or a political strategy, 
emerged very much in response to capitalism's commodification of labor 
power. To socialism the commodification of labor is an integral element 
in the process of alienation and class; it is the condition under which 
workers abandon control over their work in return for wages; the 
condition under which their dependence on the market is affirmed, and, 
therefore, also a key source of employer control. It is, moreover, a 
cause of class division and an obstacle to collective unity. Simply by 
definition, commodities compete, and the fiercer the competition, the 
cheaper the price. It is therefore natural that the w<?rkers' desire for 
de-commodification became the guiding principle of labor-movement 
policy. Be it the worker's welfare or the movement's power, both 
depend on lessening the individual's enslavement in the cash nexus. 

Classical socialist theory is often depicted as advocating an all-out 
destruction of the commodity-logic of labot. Certainly this is· true in 
tenns of the end-goal, but not with regard to practical analysis. In 
Capital, Marx hailed the British Factory Acts because they helped 
lessen the powerlessness of workers. In the Communist Manifesto, the 
concluding chapter propagates a series of ameliorative social reforms 
that would augment the workers' resources and strengthen their posi-
tion vis-a-viS the market. And both Karl Kautsky and Rosa Luxemburg 
actively promoted the social wage. In general, revolutionary and 
refonnist theories both agreed on the necessity and desirability of 
struggling for the right to a social income outside of wage labor. What 
divided the reformist and revolutionary wings of socialism was mainly 
the issue of strategy. 

The embryonic policies of de-commodification had" a close kinship 
with the corporative conservative tradition. "This comes as no surprise, 
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since the early labor movements were largely built around restrictive 
crafts unions, mutual-aid societies, and sometimes a political party. One 
weakness of these schemes was, of course, their modest benefits and 
limited reach among the most vulnerable members of the working 
classes. It was the unorganized, the 'slum proletariat', that posed the 
greatest threat to labor unity. These were the workers that needed to be 
empowered, but micro-socialist welfare societies had difficulty reaching 
them. Thus evolved the debate on to support the extension of 
social rights in the bourgeois state. 

This was a dilemma that severely stifled socialists' capacity to act. 
Until after World War I, the state in virtually all nations was controlled 
by conservative or liberal forces, and the socialists saw few alternatives 
but to oppose what they perceived as harmful social pacification. This 
certainly was the dominant response in German social democracy until 
well into the twentieth century. Nonetheless, the schism between 
socialists and conservatives was not necessarily that deep on the ' 
question of social rights. 'This was gradually realized by important 
socialist figures, such as Branting in Sweden and Heiman and Kalecki in 
Germany, and it fell neatly in place with the emerging paradigm of the 
'slow revolution' espoused in Austrian and German social democracy. 

These socialists, then, reconciled conservative reformism with social-
ist objectives. For Lederer and Marshack (1926), two prominent 
Gennan social democrats, worker protection advanced the cause of 
labor because it would inevitably restrict the employers' scope of 
control. To Eduard Heiman (1929), one of the foremost theoreticians 
among his contemporaries, social policy was Janus-faced: it may very 
well be a means to prop up and save the capitalist system, but at the 
same time it is also a foreign body, threatening to emasculate the rule of 
capital. Armed with this kind of analysis, socialism could also defend 
the gradualist against the more apocalyptic scenario presented 
in revolutionary communist dogma. Where the latter believed that the 
roots of revolution lay in crisis and collapse, the refonnists realized 'that 
the human misery that crises bred would only weaken the socialist 
project. Hence, a gradual augmentation of the scope and quality of 
social rights was seen as ,the precondition for the larger struggle, not 
merely the fruits of its final success. It was through this strategic 
realignment that socialism eventually embraced the welfare state as the 
focus for its long-term project. It is in this sense that social democracy 
becomes synonymous with welfare-statism. , 

It would be absolutely wrong to believe that the socialists had a 
blueprint for de-commodification: Even the illustrious Swedish socialists 
fumbled between a variety of polh;ies, many of which were 'objectively . , ' ,. , . ' 
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on unsound socialist footing. The source of cpnfusion was twofold. One 
source had to do with an interpretation of the 'ability-needs' nexus, so 
central to classical Marxism. If social amelioration was to be a function 
of need, the socialists easily found themselves operating in the largely 
liberal mold of means-tests and benefit standards tailored to the living 
conditions of the poor. In many cases, such as Australia and Denmark, 
the social-assistance model was embraced by the labor movements on 
such grounds. The socialists struggled, perhaps, to upgrade benefits and 
minimize social stigma, but they saw the assistance type of scheme as 
cleafly the most egalitarian: helping the really needy. 

Another source of confusion had to do with the clientele for de-
commodification. Until World War II, labor parties were strongly 
'workerist' , seeing themselves as the defenders of the industrial working 
class. Under such conditions, it was natural to espouse class-exclusive 
schemes. But, where the socialists moved towards the broader image of 
embracing 'all the little people', they were politically compelled to 
approach rights in terms of universal coverage. This, as -we discuss in 
chapter 3, was the root of universalist solidarity in socialist social policy. 

What characterizes almost all early socialist social policy is the notion 
of basic, or minimal, social rights: the idea was to install strong 
ex.ttitlements, but at fairly modest benefit levels, and typically limited to 
the core areas of human need (old-age pensions, accident insurance, 
unemployment and benefits). Financial constraints surely play-
ed a role, but" the modesty in their approach can also be seen as a 
reflection of how early socialists defined the problem - they saw the 
issue in workerist tenns, in terms of providing a basic· floor beneath 
which no one would be allowed to fall. Indeed, until the 1950s and 
1960s, the social programs of the labor were almost universally 
of modest scope and quality, although providing for very generous 
eligibility criteria. The goal was to stave off poverty, not really to 
emancipate workers from market dependency. To do so would have 
required a major realignment of social policy, including two basic 
changes: first, the extension of rights beyond the narrow terrain of 
absolute need; and second, the upgrading of benefits to match normal 
earnings and average living standards in the nation. In reference to the 
fomter, what mattered especially was the introduction of a variety of 
schemes that pennit employees to be paid while pursuing activities other 
than working, be they child-bearing, family responsibilities, re-
education, organizational activities, or even leisure. Such programs are, 
in spirit, truly de-commodifying. With respect to the latter, the crucial 
issue was that the status of welfare client should impose no decline in 
living standards, even over an extended time. 
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In sum, the gist of de-commodification in the socialist paradigm is the 
emancipation from market dependency. It is in the quality and arrange-
ment of social rights, not in their existence per se, that we can identify a 
distinct socialist approach. In contrast to the conservative models, 
dependence on family, mora1ity, or authority is not the substitute for 
market dependence; the notion is rather that of individual independ-
ence. And, in contrast to liberalism, socialism's aim is to maximize and 
institutionalize rights. Where the fully developed socialist paradigm is 
pursued, it should, in' principle, facilitate a de-proletarianization of the 
worker's status: the worker's relationship to work will begin to approxi .. 
mate what privileged strata (such as the civil service) had enjoyed for 
decades and even centuries. 

Welfare States and De-Commodification in the Real World 

Variations in the de-commodifying potential of social policies should be 
empirically identifiable across time and nations. This potential can 

,clearly not be captured solely by expenditure levels, but requires 
analysis 'of the rules and ,standards that pertain to actual welfare 
programs. The question is how we adequately ope rationalize the crucial 
dimensions. 

One set of dimensions must speak to the rules that govern peoples' 
access to benefits: eligibility rules and restrictions on entitlements. A 
program can be seen to harbor greater de-commodification potential if 
access is easy, and if rights to an adequate standard of living are 
guaranteed regardless. of previous employment record, performance, 
needs-test, or financial contribution. The other side of the coin 'of 'entry' 
is exit. If programs provide benefits for only limited duration, clearly 
their capacity to de-commodify is diminished. 

A second set of dimensions has to do with income replacement, for if 
benefit levels fall substantially below normal earnings or the standard of 
living considered adequate and acceptable in the society, the likely 
result is to drive the recipient back to work as soon as possible. We will 
therefore have to consider the levels of income replacement. 

Thirdly, the range of entitlements provided for is of utmost import-
, ance. Almost all advanced capitalist countries recognize some form of 
social right to protection against the basic social risks: unemployment, 
disability, sickness, and old age. A highly advanced case would be 
where a social wage is paid to citizens regardless of cause. The idea of a 
de· facto cilizens' wage, as has been under discussion in 
Scandinavia' and with more modest aspirations in 

.' . . 
• '. I ' 
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the case of the American negative income-tax proposal, comes close to 
this scenario. 

CONDITIONS FOR ENTITLEMENTS 

Social rights are hardly ever unconditional. Qaimants will at least have 
to satisfy the condition of being ill, old, or unemployed to receive the 
benefits. Beyond the mere presence of a problem, however, conditions 
are usually linked to type of social security arrangement. 

We may general distinguish three kinds of arrangements, each one 
with its own peculiar effect on de-commodification. One type of system, 
historically most pronounced in the Anglo-Saxon nations, builds entitle-
ments around demonstrable and abject need. With its mainsprings in the 
poor-law 'tradition, the social-assistance tradition is characterized by the 
application of a means- or income-test with varying degrees of stringen-
cy. These systems do not properly extend citizen rights. The main 
examples of this tradition are the early pension schemes in Scandinavia, 
the British scheme of supplementary benefits, the American SSI, and 
virtually the entire Australian welfare system. Every nation has some 
type of means-tested social assistance or arrangement. What 
counts most heavily in this type of regime are the restrictiveness of 
means/incomes tests and the generosity of benefits. 

A second type of system extends entitlem,ents on the basis of work 
perfonnance. This variant has its roots in the insurance tradition that 
was most consistently developed first in Gennany, and then across the 
European contInent. Rights here are clearly conditional upon a blend of 
labor-market attachment and financial contributions, and have usually 
been subjected to a logic of actuarialism; i.e. the idea that the individual 
has a personal entitlement of a contractual nature. The degree to which 
this kind of regime offers opportunities for de-commodification depends 
largely on how much it relaxes the actuarial principle: ho,w much a 
person will have to have worked or contributed to qualify, and how 
strict is the relationship between prior perfonnance and benefits. 

The third type of system springs from the Beveridge principle of 
universal rights of regardless of degree of need or extent of 
work perfonnance. Eligibility rests instead on being a citizen or 
long-time resident of the country. Invariably, these types of programs 
are built on the fiat-rate benefit principle. In principle, this 'people's 
welfare' approach has a strong potential, but obvious-
ly circumscribed by the largesse of the benefits. The people's-welfare 
system has strongest hold in the nations, and has 
been a long-standing principle in the socialist tradition of social policy. 
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Although never implemented, it has been a perennial ideal in German 
social democracy. 

To an extent the three system-types mirror Titmuss's 
trichotomy of industrial-achievement, arid institutional welfare 
states (Titmuss, 1958). In reality, however, there are no 
dimensional nations in the sense of a pure case. In the 
countries, such as Australia, Canada, and the United the 
social-assistance ' system may be dominant, but is complemented by 
alternative programs. In the United States, the social security system 
falls into the social-insurance category; Canada has a blend of a people's ' 
pension and a social·insurance based pension, and even Australia is 
approaching the principle of a "people's pension. In the continental 
European nations, where the tradition is strongest, a 
host of alternatives has emerged over the years: in Italy the social 
pension; in France, the 'solidarity funds'. And, finally, almost all 
countries dominated by a people's .. welfare approach have developed 
earnings- and work-related scheme's to complement the usually modest 
benefits awarded by the flat-rate universal plans. In short, every country 
today presents a system mix. 

Despite the complexity this it is possible to empirically 
distinguish welfare states' variable capacity to de-commodify. We will 
here present combined scores of de-commodification for the three most 
important social-welfare programs: pensions, sickness, and unemploy-
ment cash benefits. The scores summarize an array of variables that 
illustrate the ease with which an average person can opt out of "the 
market: first, the prohibitiveness ' of conditions for eligibility, such as 
work experience, contributions, or means-tests; second, the strength of 
in-built (such as waiting days for cash benefits) and 
maximum duration of entitlements; and the degree to which 
benefits approximate normal expected earnings-levels. The overall 
de-commodification scores are weighted by the percent of the relevant 
population covered by the social security program. This reflects the 
"probability that any given person will possess the right to a tr'ansfer. A 
program may very well offer luxurious benefits and liberal conditions, 
but if it addresses solely a small clientele, it has obviously a limited 
capacity to de-commodify. 

Table 2.1 presents de-commodification indices for the leading 18 
industrial democracies in terms of old-age pensions. We have used five 
variables to construct the index for pensions: 1) the minimum pension as 
a percent of a normal worker earnings rate net o{taxes) 
for a single persoQ"; 2),the standard pension replacement rate (net) for a 
single persori; 3) years of contributions required to qualify; 
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TABLE 2.1 The degree of de-commodification in old-age pensions, sickness 
benefits, and unemployment insurance, 1980 

Australia 
Austria 
Belgium 
Canada 
Denmark 
Finland 
France 
.Germany 
Ireland 
Italy 
Japan 
Netherlands 
New Zealand 
Norway 
Sweden 
Switzerland 
United Kingdom 
United States 

Mean 
S. D. 

. Pensions 
5.0 

11.9 
15.0 
7.7 

15.0 
14.0 
12.0 
8.5 
6.7 
9.6 

10.5 
10.8 
9.1 

14.9 
17.0 
9.0 
8;5 
7.0 

10.7 
3.4 

Sickness 
4.0 

12.5 
8.8 
6.3 

15.0 
10.0 
9.2 

11.3 
8.3 
9.4 
6.8 

10.5 
4.0 

14.0 
15.0 
12.0 
7.7 o.oa 
9.2 
4.0 

Unemployment 
4.0 
6.7 
8.6 
8.0 
8.1 
5.2 
6.3 
7.9 
8.3 
5.1 
5.0 

11.1 
4.0 
9.4 
7.1 
8.8 
7.2 
7.2 

7.1 
1.9 

The higher the SCore the greater is the degree of de-commodification. For scoring 
procedure, see appendix to this chapter. 
a Program non-existent and therefore scored O. 
Source: ssm data files 

4) the share of total pension finance paid by individuals. The scores for 
these four variables are added, and then weighted by 5) the percent of 
persons above pension age actually receiving a pension (the take-up 
rate). For sickness and unemployment benefits, the procedure is almost 
identical, with the following exceptions: here we include only the 
replacement rate (net) for standard benefits, omit share of individual 
financing, and include data on number of waiting days . to receive 
benefits and number of weeks of benefit duration. For all three 
programs, we have scored the benefits double, since for any given 
personts work/welfare decision, expected income-levels will be abso-
lutely decisive. 

To prevent any misunderstanding, it must be clear that we are trying 
to measure a program's potential for de-commodification, and not its 
general qualities. We are capturing the degree of market-independence 
for an average worker. Thus, it is possible for a country normally 
regarded·as having a first-rate pension system. (like Gennany) to score 
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low. Indeed, in this case, Germany scores low because it requires long 
periods of contribution and a large individual financial contribution, and 
because its pension benefits are relatively modest. Australia and New 
Zealand score exceedingly low on both ' sickness and unemployment 
because they offer only means-tested benefits. 

In table 2.1 we see that the three programs differ considerably in their 
degree of de-commodification potential. Invariably, unemployment 
insurance is associated with greater disincentive effects. Table 2.1 also 
indicates that there is a substantial variation among the advanced 
weHare states with regard to de-commodification. Some nations score 
consistently low on all programs, while others are strongly de-
commodifying across the board. Thus, we confront a situation in which 
national welfare systems appear to harbor systematic traits. The Nordic 
countries are, in particular, consistently de-commodifying, while the 
Anglo-Saxon countries tend to be consistently least so. This is precisely 
what we would have expected in terms of our ,typology of welfare-state 
regImes. 

The idea that welfare states cluster into distinct groups becomes more 
evident when we examine table 2.2. Here we present the total combined 
de-commodification score for the three programs in the same 18 nations. 
Based roughly on how nations cluster around the mean, we can 
distinguish three groups of countries: the Anglo-Saxon 'new' nations are 
all concentrated at the bottom of our index; the Scandinavian countries 
at the top. In between these two extremes, we find the continental 
European countries, some of which (especially Belgium and the Nether-
lands) fall close to the Nordic cluster. 

Even if table 2.2 shows a number of borderline cases, the clustering 
remains strong. And the clusters bring together the countries which, a 
priori, we expected would look similar in terms of our welfare-state 
regime arguments. We would anticipate a very low level of de-
commodification in the nations with a history dominated by liberalism. 
And this we find in the first cluster. And in the 'high de-
commodification' cluster we find the so,cial democratically dominated 
welfare states, exactly as we would have expected. Finally, the ,coD:tinen-
tal European countries, with their powerful Catholic and etatist in-
fluence, tend to occupy the middle group - prepared to extend a 
considerable modicum of rights outside the market, but nonetheless 
with a stronger acc:ent on social contro] than is the case within social 
democracy. 

How do we account for cross-national differences in de-commodifyIng 
capabilities of welfa;re states? we have already discussed, a simple 
explanation in tenni' of econolJlic <;tevelopment or working-class power 

,". .. . 
.... " ,I. 
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TABLE 2.2 The rank-order of welfare states in terms of combined de-
commodification, 1980 

De-commodification score 
Australia 13.0 
United States 13.8 
New Zealand 17.1 
Canada 22.0 
Ireland 23.3 
United Kingdom 23.4 

Italy 24.1 
Japan 27.1 
France 27.5 
Germany 27.7 
Finland 29.2 
Switzerland 29.8 

Austria 31.1 
Belgium 32.4 
Netherlands 32.4 
Denmark 38.1 
Norway 38.3 
Sweden 39.1 

Mean 27.2 
S. D. 7.7 

For scoring procedure, see appendix to this chapter. 
Source: ssm data files 

mobilization will hardly suffice. As we shall examine more closely in 
chapter 5, level of economic development is negatively correlated wi"th 
de .. commodificatioD, and has no explanatory power. 

As we wiU see, the degree of left power has a fairly strong and positive 
influence on de-commodification, explaining about 40 percent of the 
variance. Yet, the non-explained residual is large and must be unco-
vered in order fully to understand how and why welfare-state variations 
have evolved to the point they have. This will be taken up in 
chapter 5; at this point it will suffice to say "that the explanation will be 
found in the interaction between political-power variables and nations' 
historical legacy. The relatively high de-commodification scores found 
in the continental European countries are not solely the product of left 
political mobilization, but also of a long tradition of con"servative and 
Catholic reformism. In converse, the exceedingly low " de-
commodification scores found in countries with comparatively powerful 
labor movements, like Australia and New Zealand, can find an explana-
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tion in the historically dominant legacy of institutionalized liberalism. 
The fruitfulness of a more historically grounded account of welfare- . 

state clusters is evident when we examine how the different countries 
clustered in earlier epochs, in particular prior to the advent of left or 
labor-party influence, on social-policy legislation. In this way, we can 
hold constant the 'social democracy' effect. In both 1930 and 1950, the 
low de-commodification group included most of the countries included 
in 1980: Canada, the United States, New Zealand, and (in 1950) 
Australia. It also included Italy and Japan, both nations under pro-
longed Fascist rule, and Finland. Finland's post-war rise in de-
commodification can be seen as a case of social democratization; that of 
the two others cant;lot. In turn, the Scandinavian high de-
commodification cluster of 1980 is nowhere to be found prior to 1950, 
again a case iri favor of the influence of post-war social democratic 
power. Most significant, however, is the consistent historical position of 
the 'conservative-Catholic', or etatist, regimes of continental Europe 
like Germany, Austria, and France, all of which consistently score 
medium to high in the 1930s, in 1950, and in 1980. We may, on this 
basis, offer the following guiding hypotheses, to be further explored in 
later chapters. 

1 Nations 'Yith a long historical legacy of conservative and/or 
Catholic reformism are likely to develop a fair degree of de-
commodified social policy at an early date. Their welfare states, 
nonetheless, circumscribe the loosening of the market's bonds 
with powerful social-control devices, such as a proven record of 
strong employment attachment or strong familial obligations. The 
superior performance on de-commodification that we find in 
countries such as Belgium, and the Netherlands after 
1950 can probably best be ascribed to the strong political position 
of the social democratic labor movements. 

2 Nations with a powerful liberalist legacy will bifurcate, depend-
ing on the structuration of political power. Where social democra-
cy comes to political dominance, as in Denmark, NorWay, and 
Sweden, the liberal mold is broken and replaced with a highly 
de-commodifying social democratic welfare-state regime. Where, 
on the other hand, labor fails to realign the nation's political 
economy and assert dominance, the result is continuously' low or, 
at most, moderate de-commodification. This is' exemplified by 
Great Britain at one end, and by Canada and the United States at 
the other end. The Labour farty's breakthrough in Britain is 
evidenced by the' fac't .. Britain scored in the top de-
commodification ,groQP ,in the universalist social citizenship 
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of the Beveridge model that was launched after the war placed 
Britain as the highest scoring nation internationally. The system 
certainly was not undone by the 1980s, but it failed to progress 
further; Labour's record of post-war power was too weak and 
interrupted to match the accomplishments in Scandinavia. The 
United States and Canada, in turn, are the 'pure' cases of liberal 
hegemony, virtually unchallenged by the paradigmatic alternatives 
of socialism or, for that matter, conservative reformism. 

Appendix Scoring procedure for indices of de-commodification 

PENSIONS 

De-commodificalion in old-age pensions is measUred in lerms of the addilive 
quaJ.ilies of 1) minimum pension bene1ilS for a slandard produclion worker 
earning average wages. The replacemenl rale here (as elsewhere) is the ralio of 
Ihe benefil 10 normal worker earnings in lhal year t bolh benefilS and earnings 
nel of laxes; 2) slandard pension benefilS for a normal worker, calculaled as 
above; 3) conlribulion period, measured as number of years of conlributions (or 
employmenl) required 10 qualify for a slandard pension (scored inversely); 4) 
individual's share of pension financing. On the basis of the values on each of 
lhese four indicalors for the 18 nations, we have given a score of 1 for low 
de-commodificalion; 2 for medium; and 3 for high de-commodificalion. The 
classification inlo lhe lhree scores has been done on the basis of one slandard 
devialion from the mean, in a few cases adjusled for exlfeme oulliers. Finally, 
lhe scores have been by the percenl of the (relevanl) population 
covered by the program (for pensions, the lake-up rale). Where, as in Auslfalia, 
lhe pensions are based on a means-lesl, we have scored 0 for conlribulion 
period, and have given the weighl of 0.5 for population covered. This 'negalive' 
scoriilg refiecls the facl lhal means-lesled programs are highly condilional in 
lerms of offering righlS. To take inlo accounl the singular importance of 
replacemenl rales for people's welfare-work choices, we have given' exlfa 
weighllo lhese variables (mulliplied by the factor of 2). 

SICKNESS AND UNEMPLOYMENT CASH BENEFITS 

In sickness and unemploymenl programs, we have measured de-
connnodificalion in lenns of 1) benefil replacemenl rales (t:J.el) for a standard 
worker during the firsl 26 weeks of illness/unemploymenl; 2) number of weeks 
of employmenl required prior 10 qualification; 3) number of waiting days before 
benefils are paid; 4) number of weeks In which a benefil can be mainlained. As 
wilh pensions, we have given scores of 1, 2, or 3 on the basis of the slandard 
deviation 10 develop a summary de-commodificalion index. This, subsequenlly, 
has been weighled by the (relevanl) population covered as a percenl oflhe labor 
force. Means-lesled programs have been deall wilh as described under pensions. 
As wilh pensions, replacemenl rates have been multiplied by a faclor of 2. 
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The Welfare State as a System of 
Stratification 

The welfare state may provide services and income security, but it is 
also, and always has been, a system of social stratification. Welfare 
states are key institutions in the structuring of class and the social order. 
The organizational features of the welfare state help determine the 
articulation of social solidarity, divisions of class, and status differentia-
tion. 

That the welfare state is an agent of stratification is well recognized, 
but, unfortunately, usually in a narrow and often mis-specified way. It is 
an aspect that has remained severely neglected, both theoretically and 
empirically. At the theoretical level, two views have dominated; one, 
common to a good deal of neo-Marxism, typically argues that even the 
advanced welfare state merely reproduces (and perhaps even nurtures) 
existing class society (Offe, 1972; O'Connor, 1973; Muller and Neus-
suss, 1973). Thus, O'Connor's argument is that-welfare poliCies provide 
the legitimacy and social calni required by monopoly capitalism. In 
Piven and Cloward's (1971) study, government's willingness to provide 
relief to the poor depends less on acute need than on perceived threats 
to social stability. 

The second view follows in the footsteps of T. H. Marshall and, to a 
degree, his pre-war forebears like Heimann. It sees welfare reforms as a 
major contribution to the declining salience of class (Lipset, 1960; 
Crosland, 1967; Parkin, 1979). Here, the argument is that welfare 
eliminates the essenti&l causes. of class struggle, incorporates the work-
ing classes, and access to the state; or, as Parkin 
argues, it transforms class'-conftict into status competition. 
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Empirically, the literature has almost exclusively focused on income 
redistribution. The issue is of course not whether overall of 
income has declined - a fairly indisputable fact - but to what extent the 
tax/expenditure nexus of the welfare state plays a decisive ' role. As 
Kraus (1981) has shown, the empirical and methodological problems of 
answering such a question are severe, if not prohibitive, and so both 
cross-sectional and longitudinal research findings remain little more 
than speculative. Nonetheless, most studies come rather similar 
conclusions. When studied cross-sectionally, we find tremendous 
national variation in the .welfare state's equalizing capacity. In some 
countries, like Germany and France, the welfare state's redistributive 
effect appears quite miniscule; in contrast, its effect in Scandinavia is 
substantial (Sawyer, 1976; Hewitt, 1977; Stephens, 1979; Cameron, 
1987; O'Higgins, 1985; Ringen, 1987; Ringen and Uusitalo, forthcom-
ing, 1990). 

These studies have been less concerned with the welfare state's 
impact as such than with theories of power and equality. Hence, why 
welfare-state structures have such different distributional consequences 
is left largely unexplained. And when the welfare state is brought into 
the analysis, as in Cameron's study, it is identified in a vague manner as 
levels of social expenditure. O'Higgins' and Ringen's studies are two of 
the few in which distribution outcomes are related more directly to the 
programmatic components of welfare states. 

When the question is studied longitudinally over many years, the 
conclusions tend to be very different. Several studies conclude that the 
welfare state's redistributive capacity has increased only &lightly, not-
withstanding its phenomenal growth . (Sawyer, 1982; Kenneth Hansen, 
1987). It appears that the role of tax systems is gradually replaced by 
social transfers as the major weapon for redistribution. This is a trend 
clearly evident in the Scandinavian welfare states (Esping-Andersen, 
1985a; Kenneth Hansen, 1987). The reasons for shift are fairly 
straightforward: as welfare states get large, their financial requirements 
are such that they need to imp.ose heavy taxes, even on modest-income 
households. As a result, the net redistributive impact of welfare states 
comes to depend mostly on the structuration of their social transfers. 
Paradoxically, one explanation is that the large welfare state therefore 
loses its tax-redistributive capability. And with reference to transfers, 
the egalitarian impulse may be blocked by the probability that the 
middle classes profit disproportionately (Le Grand, 1982). The middle-
class bias is something .that is likely to vary across nations but, as yet, we 
lack comparative evidence. The direct impact of welfare-state structures 
on equality is an issue that we .shall explore in more detail below. 
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Instead of focusing on aggregate income distribution, a number of 
recent comparative studies have begun to rephrase the question in more 
fruitful ways. The Luxembourg Income Study, which hosts the 
only truly comparable income-distribution data at the micro-level, has 
produced a series of analyses on welfare states' ability to reduce or 
eliminate poverty, among key social groups. Hedstrom and Ringen 
(1985) and Smeeding, Torrey, and Rein (1988) find startling cross-
national differences: the percentage of the aged in poverty ranges from 
29 percent in the UK, and 24 percent in the United States, to 11 percent 
in Germany and less than 1 percent in Sweden. Parallel discrepancies 
were found with respect to families with children. Since the" aged and 
families with children are particularly dependent on transfer -incomes, 
these studies are able to directly different welfare systems' 
impact on stratification. 

A second pathbreaking deviation from the standard income-
distribution approach are the 'level of living' studies, so far limited to 
the Scandinavian countries. The idea here is that incomes alone provide 
too narrow a basis for portraying the structure of opportunities 
inequality. Instead, the concept of resources is widened to include 
health, housing, working life, education, social and political efficacy, 
and other components vital to human reproduction. National surveys 
are used to measure the distribution-of-resource command among the 
population. Begun in Sweden in 1968, and subsequently carried out in 
Denmark and Norway, the studies have been replicated in later years, 
making it possible to monitor changes over time in the distribution of 
resources. The Swedish and Danish data offer the most interesting 
for evaluating the welfare state's distributive effects because they have 
surveyed the same people over many years, and because the studies 
span the long era of rising unemployment and economic stagnation. 
What they find is that, despite worsening economic conditions (particu-
larly in Denmark), living conditions have improved overall, ' hard-core 
resource poverty has declined, and the trend towards greater equality 
continues (Erikson and Aaberg, 1984; Hansen, 1988). It is therefore 
quite evident that, for Scandinavia at least, the welfare state is a mighty 
opponent to the economy's inegalitarian thrust. 

In any cB:se, poverty and income distribution constitute only one 
(albeit important) aspect of welfare-state stratification. Even if inequali-
ties in living standards decline, it may still be the case that essential class 
or status cleavages persist. What conerns us here is not so much incomes 
as how nations differ in the structuring of social citizenship. 

What, then, cons!itute ,salient dimensions of welfare-state stratifica-
tion? Apart from its" purely -inco;ne.distributive role, the welfare state 

" 
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shapes class and status in a variety of ways. The education system is an 
obvious and much-studied instance, in which individuals' mobility 
chances not only are affected, but from which entire class structures 
evolve. As we will see in Part II of this book, the organization o( social 
services, particularly for women, is decisive for a nation's employment 
structure. At this point, we will confine our attention to the stratification 
impact of the welfare state's traditional, and still dominant, activity: 
income maintenance. 

Lord Beveridge and T. H. Marshall have exhorted to the world the 
peculiar and essentially ethnocentric assumption that universalism is the 
hallmark of an advanced welfare state. It was the implied universalism 
of post-war British reforms that informed the theory of the declining 
significance of class. Yet, one does not have to travel far to discover 
comp1etely different organizational features of social security. In some 
countries, coverage may be quite comprehensive; yet, from pensions to 
sick-pay, the system is built around a myriad of occupationally distinct 
schemes, explicitly designed so as to recognize .and uphold old status 
distinctions. In some nations, key social groups are given special 
privileged status - the civil service, for example. In yet other countries, 
social is organized so as . to nurture individualism and self .. 
reliance rather than collective solidarity. And, in still social 
programs are primarily targeted at the really needy, thus cultivating a 
dualism between the poor. (who depend on the welfare state) and the 
middle classes (who mainly insure themselves in the market). 

In other words, weHare states may be equally large or comprehensive, 
but with entirely different effects on social structure. One may cultivate 
hierarchy and status, another dualisms, a third universalism. Each 
case will produce its own unique fabric of social solidarity. We can 
identify three models, or ideal types, of stratification and solidarity that 
closely parallel the regime-types we identified with respect to de .. 
commodification. 

Stratification in Conservative Social Policy 

Traditional conservatism, as we have seen, embodies a number of 
divergent models of the ideal social order. What unites them, . as in the 
case of social rights, is a loathing of the combined social leveling and 
class antagonisms brought about by capitalism. Be it in favor of strict 
hierarchy, corporatism, or of familialism, the unifying theme is that 
traditional status relations must be retained for the sake of social 
integration. 
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Authoritarian paternalist conservatism has been historically impor-
tant in the development of welfare-state structures. With its origins in 
feudal manorial society and in the absolutist monarchical regimes of 
Europe and Russia, the guiding principles are hierarchy, authority, and 
direct subordination of the individual (or family) to the patriarch or 
state. Inspired by Hegel's theory of the state, these organizational 
notions were enthusiastically promoted by nineteenth-century academi-
cians, ' social reformers, and politicians, especially in countries like 
Germany and Austria (Bower, 1947). Adolph Wagner's idea of a 
Staatswirtschaftlische Oekonomie was that the state should directly 
guide and organize all economic activity. Bismarck's notion of the 
Soldaten der Arbeit was borrowed from the military, the idea being to 
organize workers (as footsoldiers) on a company basis under the direct 
authority of the manager (as captain) who, in turn, was answerable to 
the state (as general) (Guillebaud, 1941). 

When Bismarck promoted his first social-insurance schemes, he had 
to on two fronts: on one side against the liberals, who preferred 
market solutions, and on the other side against conservatives who 
sponsored the guild-model or familialism. Bismarck desired the primacy 
of etatism. By insisting on direct state financing and distribution of 
social benefits, Bismarck's aim was to chain the workers directly to the 
paternal authority of the monarchy rather than to either the occupation-
al funds, or the cash nexus. In reality, his project was strongly 
compromised, and Bismarck's pension-legislation of 1891 retained only 
a fraction of the state largesse he had sought (Rimlinger, 1971). Indeed, 
the subsequent pension-system, as with most of the Wilhelmine social 
programs, can be interpreted as an etatism with partial concessions to 
liberalism (actuarialism), and to conservative corporativism (compul-
sory occupationally distinct schemes). 

Etatist has left an especially strong mark on two areas of 
social policy. One is the tradition in some nations, such as Austria, 
Germany t and France y of endowing civil servants with extraordinarily 
lavish welfare provisions. The motive may have been to reward, or 
perhaps guarantee, proper loyalties and subservience, but there is also 
evidence that ' regimes deliberately wished to mold the class structure 
with their social-policy initiatives. Kocka (1981) shows how pension 
policy in Imperial Germany served to create, as special classes, both the 
civil servants (Beamten) and the private-sector salaried 'employees 
(Privatbeamten). Parallel policies were pursued in Austria (Otruba, 
1981). The result is an especially recognizable status-barrier between 
the servants of the state aQd its subjects, and between workers and the 
more elevated 'estates". 'W¢ can recognize a close affinity between 
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etatism and the legacy of corporatism. 
The second chief legacy of paternalism is found in the evolution of 

social assistance. As many authors recognize, poor relief was consider-
ably more humane and generous under aristocratic regimes such as 
Disraeli's in Britain, Bismarck's in Germany, and Estrup's in Denmark 
than under liberal regimes (Briggs, 1961; Rimlinger, 1971; Evans, 1978; 
Viby Morgensen, 1973). Akin to their inclination to extend basic 
guarantees of income protection, the conservatives' readiness to grant 
relief was informed by the age-old principle of noblesse oblige. 

Corporatism has always been a major conservative alternative to 
etatism. It springs from the tradition of the estates, guilds, monopolies, 
and corporations that organized social and economic life in the medieval 
citY economy. While the guilds were being dismantled in the eighteenth 
and nineteenth centuries, their underlying principles were incorporated 
into the ideologies of corporate associationalism and mutualism. Cor-
poratism evolved as a major conservative response to the social frag-
mentation and individualization brought forth by markets and industry. 
It was a central theme in Durkheim's analyses of how to combat 
anomie; it emerged as a cornerstone of Papal and Catholic social 
and it found its greatest expression in Fascist ideology. 

The unifying principles of corporatism are a fraternity based on status 
identity, obligatory and exclusive membership, mutualism, and 
monopoly of representation. Carried over into modern capitalism, 
corporatism was typically built around occupational groupings se'eking 
to uphold traditionally recognized status distinctions and used these as 
the organizational nexus for society and economy. Often modelled 
directly on the old guilds, such corporate entities as mutual associations 
and friendly societies emerged among the more privileged workers, such 
as plumbers or carpenters. In other cases, corporative social welfare was 
erected with state participation, as occurred often among miners and 
seamen. As the pace of social legislation quickened in the latter part of 
the nineteenth century, the proliferation of corporatism often did also. 

Either because of state recognition of particular status privileges, or 
because organized groups refused to be part of a more status-inclusive 
legislation, there emerged the tradition of constructing a myriad of . 
status-differentiated social-insurance schemes - each with its peculiar 
rules, finances, and benefit structure; each tailored to exhibit its 
clientele's relative status position. Hence, Bismarck's pension for 
workers was not to be blended with that for miners and certainly not 
with the social policy for civil servants or for white-collar employees 
(Kocka, 1981). In Austria, the corporative principle was carried some-
what further with the official recognition that notarians enjoyed a status 
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privilege that had to be matched by their own pension plan. A similar 
evolution occurred in French pension-legislation after World War II as a 
variety of salaried groups ('cadres') successfully claimed status unique-
ness in social protection. Italy's labyrinth of pensions can probably 
make claim to be an international corporative leader, with its more than 
120 occupationally distinct pension funds (Fausto, 1978). 

Corporatism took strongest hold in the continental European nations. 
The reasons for this are not difficult to trace . . First, these were 
late-industrializing nations, in which traditional guild-traditions were 
preseIVed until quite late. During the embryonic era of social protec-
tion, therefore, a viable model for programmatic development already 
existed. Second, and partially as a consequence of the former, the force 
of status distinction, hierarchy, and privilege has been unusually strong. 
And, third, it was in these nations that the Catholic Church succeeded in 
playing an instrumental role in social reform. In the late nineteenth 
century, the Papal Encyclical, Rerum Novarum, advocated a blend of 
etatism and corporatism; in the 1931 Encyclical, Quadrogesimo Anno, 
the corporatist element is even stronger. 

For the Catholic Church, corporatism was a natural response to its 
preoccupation with preserving the traditional family, its search for 
viable alternatives to both socialism and capitalism, and its belief in the 
possibility of organizing hannonious relations between the social clas-
ses. Corporatism inserted itself easily into Catholicism's 'subsidiarity' 
principle, the idea that higher and larger levels of _social collectivity 
should only intervene when the family's capacity for mutual protection 
was rendered impossible. The collective solidarity of a guild, fraternity, 
or mutuality was clearly closer to the family unit, and hence more 
capable of serving its than was the more remote central state 
(Messner, 1964; Richter, 1987). 

Corporatism became quasi-official ideology among the Fascist 
regimes of Europe in the 1920s and 19308, not so much for the sake of 
subsidiarity as to build alternatives to large encompassing class orga-
nizations which were more amenable to central political control (Guille-
baud, 1941; Rimlinger, 1987). . 

Stratification in Liberal Social Policy 

The goals of liberalism can best be uriderstood as opposition to the 
vestiges of conservative stratification. It was in the abolition of estates, 
guilds, monopolies,., and monarchical absolutism that liberalism 
saw the conditions for freedom, equal oppor-

.. . 
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tunities, and, healthy competitiveness. Clearly, both the heavy·handed 
state and the gluey mantle of corporatism were fetters on the free 
market, on voluntarism, and on the spirit of entrepreneurialism. 

Liberalism's resistance to an active state is often interpreted as 
passivity with regard to social policy. This is, as Polanyi (1944) showed, 
a myth. By withholding aid, or helping eliminate traditional systems of . 
social protection, and by refusing to place nothing but the market in 
their place, the classical liberal state attempted to grant the cash nexus a 
hegemonic role in the organization of social and economic life; the 
bottom line of liberal dogma was that the state had no proper reason for 
altering the stratif1cation outcomes produced in the marketplace. They 
were just, because they mirrored effort, motivation,. adeptness, and 
self-reliance. ' 

In classical liberal thought, universalism and eqt}aJity figure as 
prominent principles, certain to materialize if organized power is 
prevented from interfering with the market's automatic 'clearing 
mechanisms'. Thus, the minimalist social policy of laissez-faire was'in 
harmony with its ideals. Social policy was equated with undesirable 
stratification outcomes: paternalism and elitism; dependency on the 
state; the perpetuation of pauperism. With no state, and no monopolies 
(like working-class unions), there would be no classes, just a web of 
freely acting individuals, atomized perhaps, but equal before the law, 
the contract, and the cash nexus. 

Liberalism's universalist ideals were contradicted by the dualism and 
social stigma it promoted in practice. While the market was left 
unfettered to· stratify its participants along the cash nexus, the liberal 
state established an extraordinarily punitive and stigmatizing poor relief 
for the market failures. Disraeli's Sybil remains probably the best 
textbook on, how, in Britain, liberalism helped create a society of two 
nations. 

The social humiliation of poor relief remained when liberalism, under 
pressure, moved towards modem income':tested social assistance. Den-
mark illustrates well the model's inadverte'nt dualism. The old-age 
assistance plan that was introduced in fS91 was little more than an 
upgraded system of poor relief. When it was reformed into a de facto 
universal citizens' pension after War II, large numbers of 
middle-class pensioners nonetheless reneged on their pension-right 
because, of its traditional stigma of poverty and dependency. 

Means-tested relief was, nonetheless, meant to be the residual 
element of liberal social policy. The real core was meant to be individual 
insurance in the market, with voluntary and actuarially sound contracts. 
In this framework, 'social-policy outcomes' would parallel market 
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outcomes: those who have been frugal, entrepreneurial, and self-reliant 
will be rewarded. 

In historical reality, however, the individual life-insurance model 
poorly, and hardly ever managed to take the kind of hold over 

peoples' social-security needs that alternative market solutions and/or 
the state did. As we shall discuss in much greater detail in chapter 4, the 
private welfare market could grow only if and when the state came to its 
aid. The more realistic liberal response, therefore, came to incorporate 
a blend of welfare capitalism in the market, and social insurance in the 
public sector. The principle that a minimum of collectivism had to blend 
with individualism emerged in the era of the liberal 'reform movement' 
around the tum of the ce·ntury. 

The liberal reform movement is usually associated with Lloyd George 
in Britain, but had its counterparts across the Western world. Its origins 
are multifaceted . . In Britain, the studies of Rowntree and Booth 
disclosed rampant poverty, disease, and misery among the urban 
working classes. The Boer War revealed that the condition of the British 
fighting men was abysmally poor (Beer, 1966; Evans, 1978; Ashford, 
1986, p. 62). A more general catalyst was the enfranchisement of the 
working classes, and the realization that a new type of capitalism was 
unfolding, a type of economy built around large combines, organiza-
tion. bureaucracy, human capital, and a more intricate and complex 
division of labor in short, an economic order in which progress. 
efficiency, and profits no longer could be premised solely on squeezing 
the last drop of sweat from the laborer. It is therefore not surprising that 
some of the major initiatives came from 'corporate liberals' (Weinstein, 
1972), the new scientific school, or liberal reformers such as 
Albion Small and William James in the United States, people who 
combined a finn commitment to the market with a belief that its salvage 
required greater social responsibilities. 

The reform liberals were willing to sponsor a larger measure of 
collectivism with their acknowledgment of the problem of externalities, 
the need for public goods, and their policy of help to self-help. Reform 
liberalism was not prepared to open escapeMroutes from the market, 
only to take steps to reduce its social pathologies and to realign 
.individualism to. the new reality that society was organized in collectivi-
ties. The liberals' favored social policy reflects this new logic. Help to 
self-help was to be nurtured via mass education and sponsored equal 
opportunity. The idea of occupational fringe-benefits, or welfare capi-
talism, reflected the acceptance that wage bargains were struck collec-
tively, and the hope that necessary welfare programs could be incorpo-

• t 

rated in this arena. 'And :social itJSurance gradually became an accept-.. , . . , . . 
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able policy to the extent that it remained essentially voluntarist and 
actuarial, and did not interfere with work incentives and competitive-
ness. As Ogus (1979) points out, liberals were often surprised to 
discover that social insurance embodied a host of liberal ideals: the 
principles of an individual contract, benefits pegged to past effort, 
self-reliance, and market-conformity. The state could, indeed, be 
regarded as another type of insurance-carrier. The social rights of 
citizenship in refonn liberalism are patterned on the market. 

While these were the· favored ideals, in practice liberal reformism 
often allowed significant deviations. Lloyd George introduced non-
contributory and thus not actuarial old-age pensions in 1908. What 
motivated this unprincipled initiative may, as Keir Hardy and the 
Independent Labour Party suggested, have been the even more com-
pelling desire to nurture splits between the lower and upper echelons of 
the working class. Yet benefit levels were kept at a minimum so as to 
encourage private thrift (Hay, 1975; Pelling, 1961; Gilbert, 1966). A 
rather similar story unfolded with the US Social Security Act. Meant to 
adhere strictly to actuarialism, it soon became significantly redistribu-
tive, and membership became compulsory. But, as with the British 
pensions, social security in the US was not meant to (crowd out the 
private-pension market and individualisl1J. .. -Hence, benefits and con-
tributions were pegged to fairly low standards, and the general aim was 
that the system be as market-conforming as possible (Derthick, 1979; 
Quadagno, 1988). 

To sum up: at its core, liberalism's ideal of stratification is obviously 
the competitive individualism that the market supposedly cultivates. 
However, liberalism has had great difficulties applying this conception 
in state policy. Its-enthusiasm for the approach, targeting 
government aid solely at the genuinely poor, is inherently logical but 
creates the unanticipated result of social stigma and dualism. Its 
alternative approaches, namely private insurance and bargained occu-
pational welfare on one side, and social insurance on the other side, are 
equally logical in terms of liberal principles of self-reliance, justice, 
actuarialism, and freedom of choice, yet these solutions also tend to 
invoke peculiar class dualisms. Bargained or contracted private weHare 
will logically replicate market inequalities, but is also guaranteed to 
prevail mainly among the more privileged strata in the labor force; it 
will certainly not address the welfare needs of the most precariously-
placed workers. In turn, the liberal social-insurance scheme will, if it 
sticks to principles, also rep rod uce the profile of stratification of the 
market, and it will promote private protection for the more fortunate. 

If, then, we combine the three liberal approaches, the probable 
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outcome is a curious mix of individual self-responsibility and dualisms: 
one group at the bottom primarily reliant on stigmatizing relief; one 
group in the middle predominantly the clients of social insurance; and, 
finally, one privileged group capable of deriving its main welfare from 
the market. This is, in fact, more or less the stratification profile that 
characterizes the US and, to a lesser degree, the British welfare system 
(Esping-Andersen, Rein, and Rainwater, 1988). 

Stratification in Socialist Social Pollcy 

As with conservatism and liberalism, socialist reformism was always 
pursued with distinct stratification outcomes in mind. For labor move-
ments, it was the construction of solidarity that mattered. 

The socialists have always faced the question of how to construct the 
unity upon which long-term collective mobilization could evolve. Vulgar 
Marxists often portray the problem as a struggle against bourgeois class 
society. This is completely misleading: the socialists had to struggle 
against a multiplicity of historical alternatives, some of which were 
strongly represented within their own ranks. On one side, they had to 
fight the exclusionary corporatism of narrow status-solidarity that also 
permeated early trade-unionism and friendly societies. And they had to 
attack the paternalism of employers an<;l states, a paternalism that 
diverted worker loyalties and cultivated schisms. Finally, they had to 
struggle against the atomizing, individualizing impulse. of the market. 

As most early socialist writings show, a serious obstacle to collectiv-
ism was the dualistic consequence of persistent unemployment. The 
'slum proletariat', as Kautsky (1971) termed it in 1891, was universally 
viewed as a major threat. Demoralized, uprooted, unorganized, and 
resourceless, it was vulnerable to reactionary demagoguery, difficult to 
organize, and likely to undercut wages and sabotage strikes. It a 
major theme already at the 1867 Lausanne Congress of the 1st Interna-
tional; at that time, the delegates put their faith in the cooperative 
movements' ability to improve the moral fibre and economic condition 
of the lumpenproletariat. 

A second important obstacle lay in the social divisions institutional-
ized through earlier conservative and liberal reforms. The old poor law 
systems were obviously the foremost enemy, since they drove a wedge 
into the proletariat and because recipients were typically disenfranch-
ised. The abolition of the.' means-test and less-eligibility rules was 
therefore a top politica.l Similarly, they opposed employer-

,." 
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sponsored paternalistic welfare for its corporativistic and particularistic 
consequences, and they attacked state insurance for workers as being 
social pacifism, divisive and apt to institutionalize inequalities. 

The socialists certainly saw the dangers inherent in ruling-class 
reformism, but were often hard-pressed to formulate genuine alterna-
tives. An embryo of their thinking lay in the early critiques of bourgeois 
social amelioration. Marx and Engels were preoccupied with the 
possibility that social-pacifist refonns would retard socialism - a fear 
that is understandable in light of Napoleon Ill's, von Taaffe's, and 
Bismarck's open admissions that this was exactly what they pursued. 
Yet not .. even Marx held entirely to this view. In his analysis of the 
British Factory Acts (1954-6, ch. 10), Marx concludes that bourgeois 
refonns are both meaningful and will enhance the position of the 

The concluding pages of the Communist Manifesto call for 
reforms that are hardly at variance with later liberalism. 

The socialists had to devise a social policy which both addressed the 
real need for social relief, and would help the socialist movement come 
to power. The question revolved around contending principles of 
solidarity. Corporatism and fraternal associations were one prevalent 
model, especially among groups of skilled and craft workers. But these 
were problematic if the aim was to build broad class unity and uplift the 
'slum-proletarians' . 

A second approach was to place the social question in the hands of the 
trade unions and win concessions through collective bargaining. But this 
assumed stable and strong bargaining-power and employer recognition; 
it also ran the risk of replicating labor-market inequalities or mainly 
favoring the labor aristocracies. Again, it was a ' strategy unlikely to 
produce broad solidarity. Nonetheless, it evolved as the major approach 
"in two kinds of societies. In Australia it came to predominate because 
the unions there were in 'an unusually favorable bargaining position. In 
the United States, its importance has had more to do with the lack of a 
plausible political ally and an untrustworthy state. 

The early socialist movements frequently turned to a third alterna-
tive, the micro-socialist 'ghetto strategy', according to which the move-
ment itself became the provider of workers' welfare. This was 'an 
attractive avenue, particularly where the socialists found themselves 
barred from state power. It demonstrated that the leadership could 
respond constructively to the acute needs of workers. Its attraction was 
certainly also that a micro-socialist haven could promote organization, 
memb.ership growth, and socialist education, and present the movement 
as an attractive spokesman for working-class needs. Micro-socialism was 
a way to present a practical example of the good society to come, one 
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that would reveal aU the more clearly the heartlessness and brutality of 
the surrounding bourgeois society. . 

Micro-socialism was pursued with vigor and some success in the early 
days of socialism. The movements often constructed organizational 
empires with recreational facilities, chess clubs, theater troupes, music, 
Boy Scout organizations, sports clubs, and often even productive 
enterprises such as building societies and cooperatives. 

The problem with the ghetto model lay its own purpose, namely to 
build class solidarity and power by mobilizing through membership. 
Since it was financed by the workers themselves, it was vulnerable to 
prolonged economic crises and costly industrial disputes. But also, 
micro':'socialism was pregnant with the dualism of members versus 
non-members. The divide was, as always, between the privileged 
workers and the groups of more precarious status. If, then, the socialists 
desired broad class unity and parliamentary majorities, they were 
compelled to adopt a genuinely universalistic idea of solidarity, a 
universalism that helped unify what in reality was a substantially 
differentiated and segmented working class. 

The principle of a broad popular universalism emerged in tandem 
with the extension and consolidation of democratic rights. Here, the 
Scandinavians were pioneers, as manifested in Per Albin HanssOn's 
rhetoric of the 'Peoples' Home' welfare state in the late 1920s. Indeed, it 
was already explicit in the Danish socialists' pension-proposals in the 
1880s, and. in Branting's social policy in Sweden in the first decades of 
the century (Elmer, 1960; Rasmussen, 1933). After World War I, Otto 
Bauer pursued the idea of a worker-peasant alliance in Austria through 
broad coverage in social-welfare policy (Bauer, 1919). In such highly 
corporatist systems as the German, Austrian, and Italian, the socialists 
or communists have always fought for universalism with' calls for 
Volksversicherung and un ijicazione . 

The coincidence of universalism and democracy is hardly accidental. 
Parliamen tarism presented the socialists with new reformist vistas, but it 
also imposed upon them the necessity of mobilizing solid electoral 
majorities which, almost certainly, the ghetto strategy would fail to 
produce. The majority problem was accentuated where the working 
class was likely to remain an electoral minority. 

It was this specter that Bernstein raised in 1898 in his classic 
Ev.olutionary Socialism (Bernstein, 1961), and which electoral socialists 
began to recognize in subsequent years. They could either respond by 
settling for a minority opposition status, or they could forge broader 
political alltances: The .latter case required a politics of cross-class 

'" 
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I t was the alliance option which inspired Bauer's thinking and, even 
more clearly, the Scandinavians' 'People's Home' notion of welfare 
policy. In the inter-war years, the rural classes were the linchpin of a 
broad popular alliance, and the socialists tried with varying success to 
mobilize the agrarian classes. Where the socialist ghetto model was 
weak - as in Scandinavia - their capacity to make inroads in the rural 
social structure was vastly better. Where socialism was concentrated in 
urban working-class enclaves, such as 'Red Berlin' 'and 'Red Vienna', 
ideology and rhetoric was more likely to retain its traditional revolution-
ary, workerist flavor, and a rural outreach would be less likely to receive 
a favorable response. 

The shift to a people's universalism was not merely instrumental 
vote-maximization. It spoke logically to the prevailing social structure 
and to the socialists' own comprehension of solidarity. The social 
structure was dominated by masses of rural and urban ·'Iittle people'. 
Solidarity does not have to be workerist, since many other groups are 
victims of forces beyond their control, and face poverty and basic social 
risks. Universalism, therefore, became a guiding principle because it 
equalized the status, and responsibilities of citizenship,. and 
because it helped build political coalitions. 

Still, universalism occasionally came into conflict with rival labor-
movement objectives. In many cases, the labor movements found in the 
self-financed and controlled welfare funds a great source of both financial 
and organizational power. To relinquish this for the sake of universal 
solidarity was not always viewed with favor. In Germany, the trade unions 
jealously guarded their control over sickness funds. Even the Danish and 
Swedish labor movements, vanguards of universalism, would not accept 
loss of control over their unemployment insurance funds. 

Australia" and New Zealand constitute two cases in which the labor 
movements, despite being powerful, never fully embraced the universal-
ist ideal. In these countries, labor retained the traditionally widespread 
preference for targeted income-tested benefits because they appear 
more redistributive. But the main reason seems to be the outstanding 
bargaining situation enjoyed by the trade unions for decades. Thus, as 
Castles (1986) argues, labor's demands for social protection 'could be 
equally, if not better, served via wage negotiations. 

The socialists' adherence to universalism was put to a major test-in the 
wake of social-structural modernization. In an advanced economy, the 
'little people' disappear, only to be replaced by a new white-collar 
salariat and more prosperous workers who will hardly be content with a 
basic flat-rate benefit. Hence, unless social security could be upgraded, 
a massive exodus towards private-market schemes would likely ensue, 
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leading to new inequalities. Thus, to preserve the solidarity of a 
universalistic welfare state, the socialists were compelled to align social 
benefits to middle-class standards. 

The Swedish social democrats were the first to pave the way for a 
universalism of 'middle-class' standards. The formula was to combine 
universal entitlements with high benefits, thus 
matching welfare-state benefits and services to middle-class expecta-
tions. For the ,average worker, as sodal citizen, the result was an 
experience of upward mobility. For the welfare state; the result was the 
consolidation of a vast popular majority wedded to its defence. 'Middle-
class' universalism has protected the welfare state against backlash 
sentiments. 

Comparative Dimensions of Welfare-State Stratification 

If all welfare states participate in the process of social stratification, they 
do so differently. The historical legacies of conservative, liberal, and 
socialist principles in their early construction became institutionalized 
and perpetuated, often over an entire century. The result is a clustering 
of regimes that is strikingly parallel to the one we discovered in the 
analyses of de-commodification. , 

To identify welfare-state clusters, we need to identify the salient 
dimensions of stratification. The corporatist model is best identified by 
the degree to which social insurance is differentiated and segmented 
into distinct occupational- and status-based programs. In this case, we 
would also expect large variations between the bottom and top in terms 
of To identify etatism, the simplest approach is to identify the 
relative privileges accorded civil servants. In contrast, we would identify 
liberal principles in terms of welfare states' residualism, especially the 
relative salience of means-testing; in terms of the relative financial 
responsibility accorded to the individual insured; and in terms of the 
relative weight of voluntary, private-sector welfare. And, to capture the 
socialist ideals, the relevant measure is clearly degree of universalism. 
The socialist regime ought to exhibit the lowest level of benefit 
differentials. 

The degree to clearly defined regime-clusters exist depends, 
then, on the extent to which regime-specific features are exclusively 
present only in one type. To give an example, we would not expect a 
conservative-type system (with strong corporatism and/or civil-service 
privileges),.to al§o ha,rbor liberalist traits (such as a large private market) 
or socialist individualism). Since, however, the real world 
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TABLE 3.1 Degree of corporatism, etatism, means testing, market influence, universalism, and benefit equality in 18 welfare 
states, 1980 

Corporatisma Etatismb Means-tested Private Private health Averaged AverageC 

poor relief pensions spending (as ok universalism . benefit 
(as % of total (as % of total . of total) equality 
public social pensions) 
expenditure) 

Australia 1 0.7 3.3 30 36 33 1.00 
Austria 7 3.8 2.8 3 36 72 0.52 
Belgium 5 3.0 4.5 8 13 67 0.79 
Canada 2 0.2 15.6 38 26 93 0.48 
Denmark 2 1.1 1.0 17 15 87 0.99 
Finland 4 2.5 1.9 3 21 88 0.72 
France 10 3.1 11.2 8 28 70 0.55 
Germany 6 2.2 4.9 11 20 72 . 0.56 
Ireland 1 2.2 5.9 10 6 60 o.n 
Italy 12 2.2 9.3 2 12 59 0.52 
Japan 7 0.9 7.0 23 28 63 0.32 
Netherlands 3 1.8 6.9 13 . 22 87 0.57 
New Zealand 1 0.8 2.3 4 18 33 . 1.00 
Norway 4 0.9 2.1 8 1 95 ·0.69 
Sweden 2 1.0 1.1 6 7 90 0.82 
Switzerland 2 1.0 8.8 20 35 96 0.48 
United Kingdom 2 2.0 _f 12 10 76 0.64 
United States 2 1.5 18.2 21 57 54 0.22 

Mean 4.1 1.7 5.9 13 22 72 0.65 
S. D.' 3.2 1.0 5.1 10 14 19 0.22 



a Measured as number of occupationally distinct public pension schemes. On1y major schemes have been included. 
b Measured as expenditure on pensions to government employees as % GOP. 
c: Estimates of poor-reJief expenditure exclude benefits from nonna! income-tested schemes (such as housing allowances in Scandinavia, 

unemp10yment assistance in Gennany, or oJd-age, unemployment, and sickness assistance in Australia and New ZeaJand). It should be kept 
in mind that the borderline' between these two types of targeting is difficult to draw. Our estimates here are based on an individual 
assessment of how the system operates in each nation. 

d Average for sickness, unemp1oyment, and pensions. (Income-tested assistance programs, like the Australian and New Zealand 
unemployment and sickness benefits, have been scored 0 since none provides fuJI citizen rights to benefits.) 

e Average differential between basic and maximum socia1 benefits for sickness, unemp10yment, and pensions (based on net, after-tax, 
Benefit differentia1s are based on the ratio of guaranteed basic socia1 benefit to the 1egal maximum benefit possib1e in the system. 

f ,Data are not available. 
Sourt;es: G. Esping·Andersen (1987b; table 3); United States Government Printing Office, Social Security Programs Throughoullhe World 
(1981); ILO, The Cost of Social Security, basic tab1es (Geneva: ILD, 1981); OECD, Measuring Health COTe, 1960-1983 (Paris: DEeD, 1985, 

" 'p. 12); SSIB data files 
. :" . 
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TABLE 3.2 Bi-variate correlation .matrix of stratification attributes for 18 welfare states 
Corporatism Etatism . Poor relief Private Private Universalism 

pensions health 

Corporatism 1.00 
Etatism 0.55 
Poor relief 0.16 -0.11 
Private pensions -0.40 -0.64 0.49 
Private health -0.02 0.01 0.60 0.45 
Universalism -0.02 -0.03 -0.05 0.00 -0.28 
Benefit differentials 0.40 0.14 0.73 0.21 0.51 0.21 
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of welfare states is most likely to exhibit hybrid forms, our task is to see 
to what degree there is sufficient co-variation for distinct regime-clusters 
to emerge. 

In table 3.1 we present data on regime-specific program .. 
Representing conservative principles of stratification, the table shows, 
first, the degree of status segregation, or corporatism, measured as 
number of (major) occupationally distinct pension schemes in opera-
tion; second, it presents degree of 'etatism', measured as the expendi-
ture on government-employee pensions as a percentage of Gross 
Domestic Product. 

Table 3.1 also displays three variables designed to identify key 
attributes of liberalism: first, the relative weight of means-tested welfare 
benefits, measured as a percentage of total public soCial expenditure 
(excluding benefits to government employees); second, it provides data 
on the importance of the private sector in pensions, measured as 
private-sector share of total pension spending, and in health care, 
measured as private-sector share of total health spending. 

Finally, table 3.1 includes two attributes most clearly associated with 
socialist regimes, namely degree of program universalism (measured as 
averaged percentage of population, 16-64, eligible for sickness, unem-
ployment, and pension benefits), and degree of equality in the benefit 
structure. In the latter case, our measure is an average for the . 
above-mentioned three programs in terms of the ratio of the basic level 
of benefits to the legal maximum benefit possible; We would clearly 
expect the socialist-inspired regimes to accentuate benefit equality, 
while in conservative regimes inequalities should be greatest. 

Beginning with the consexvative attributes, we discover· a basically 
bi-modal distribution of countries with regard to both corporatism and 
etatism; the coincidence between the two characteristics is, moreover, 
quite marked. One group of nations scores very high on both: Austria, 
Belgium, France, Germany, and Italy, with the possible of 
Finland. It is worth noting that this is the very same group which we 
earlier identified as falling in the conservative tradition on de-
commodification. 

Turning to our liberal characteristics, the pattern is considerably 
fuzzier. The poor-relief variable clusters nations into three groups, one 
scoring very high (Canada, France, and the United States), one with 
medium levels, and one in which poor' relief is truly marginal (the 
Nordic countries). The private-pension variable, in contrast, disting-
uishes sharply between one group with a preponderance of private 
pensions, and another -in which they hardly exist at all. The private-
sector health variable; like pO,or clusters into three groups. Here 
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TABLE 3.3 The clustering of welfare states according to conservative, liberal and socialist regime attributes (cumulated 
index scores in 

Conservatism Degree of Socialism 
Liberalism 

Strong Austria (8) Australia (10) Denmark (8) 
Belgium (8) Canada (12) Finland (6) 
France (8) Japan (10) Netherlands (6) 
Germany (8) Switzerland (12)- Norway (8) 
Italy (8) United States (12) Sweden (8) 

Medium Finland (6) Denmark (6) Australia (4) 
Ireland (4) France (8) Belgium (4) 
Japan (4) Germany (6) Canada (4) 
Netherlands (4) Italy (6) Germany (4) 
Norway (4) Netherlands (8) New Zealand (4) 

United Kingdom (6) Switzerland (4) 
United Kingdom (4) 

Low Australia (0) Austria (4) Austria (2) 
Canada (2) Belgium (4) France (2) 
Denmark (2) Finland (4) Ireland (2) 
New Zealand (2) Ireland (2) Italy (0) 
Sweden (0) New Zealand (2) Japan (2) 
Switzerland (0) Norway (0) United States (0) 

Kingdom (0) Sweden . (0) 
United States (0) 
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we may note the substantial degree of 'privatization' in countries like 
Austria and Germany, something which testifies to the ambiguity of 
private welfare organization. In these two countries, 'private' health 
care reflects the tradition of the Church's influence (Caritas, for 

rather than unbridled private entrepreneurship. But, all in all, 
there is one group that systematically scores high on our liberalism 
attributes: the United States and Canada, and also, slightly less distinc-
tively, Australia and Switzerland . 
. Considering, finally, our socialist regime measures, we see that 

universalism is the reigning principle in the Scandinavian social demo-
cratic welfare states, and is to a degree approximated in a few liberal 
regimes such as Canada Switzerland. At the other extreme lie a 
number of liberal cases where social rights are unusually underde-
veloped (the United States, Australia, and New Zealand). The con-
tinental 'European countries which otherwise tend to score high on 
conservatism fall in the middle here, a result that is hardly surprising 
since their emphasis on compulsory membership along occupational 

will result in a situation in which a large share of the labor force has 
insurance coverage. The benefit-differential measure should in principle 
facilitate a sharp distinction between the 'socialist' and 'conservative' 
cases. In the fonner, an accent on equality should produce low 
differentials; in the latter, the principle of maintaining status and 
hierarchy should result in sharp inequalities. To correctly interpret this 
variable, we should for a moment leave aside Australia and New 
Zealand. Since their systems are based on tJJe flat-rate social assistance 
tradition, benefits will, virtually by definition, be equal. Otherwise, the 
tendency is largely as one would have expected: the Scandinavian social 
democracies are among the most egalitarian. Yet the table is less able to 
distinguish the corporative systems (which do show high differentials) 
and their liberal counterparts (which also exhibit very extreme differen-
tials). 

A first attempt to identify to what extent regime-clusters exist is by 
the zero-order correlation matrix presented in table 3.2. Obviously, for 
regimes to exist there must be a strong relationship among the particular 
'characteristics that supposedly identify the regime; and, in converse, 
these must be negatively correlated, or uncorrelated, with attributes of 
alternative regimes. The correlations in table 3.2 point towards the kind 
of regime-clustering that we had anticipated. The conservative attri-
butes (corporatism and etatism) correlate positively (0.55), and they are · 
negatively related or unrelated to both the liberal-regime attributes 
(poor relief, privatjzation) and to the socialist universalism variable. 
There is a positive with benefit differentials, indicating that .. 
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conservative regimes tend to replicate inequalities in the welfare state. 
The liberal regime-cluster is equally evident. Poor relief is strongly 

related to both private pensions and health '(r = 0.49 and 0.60, respec-
tively), and the last two are also positively correlated. High benefit 
differentials are powerfully linked to the liberal-regime variables. We ' 
may therefore conclude that high' inequalities in welfare 'benefits emerge 
both from hierarchal systems .and from market adherence. The distinc-
tiveness of the liberal regime is evident in that its traits are all negatively 
correlated or uncorrelated with both conservative and socialist attri-
butes. 

The socialist regime, finally, is more difficult to pin down because its 
two component variables, universalism and egalitarian benefits, are not 
strongly correlated. Some countries (like Canada and Switzerland) 
which are otherwise very liberalistic tend also to approach universalism, 
and other liberalistic nations (like Australia), whose systems are essen-
tially of the flat-rate minimum-benefit kind, have low benefit differen-
tials. Nonetheless, the universalism characteristic does stand on its own, 
distinguishing itself (by being uncorrelated) from both conservative- and 
liberal-regime variables. It is a surprise, that we do not find 
a stronger association between egalitarian and universalism. 

As in chapter 2, these data can be developed into summary indices so 
as to more clearly and economically identify significant nation-clusters. 
As before, we will do this (roughly) on the basis of the mean and 
standard deviation in the distribution along each of our variables. In 
table 3.3 we present cumulated summary scores for 'conservatism', 
'liberalism' , and 'socialism'. As explained in Appendix 1, the higher the 
score, the greater the degree of conservatism, liberalism, and socialism, 
respectively. We have divided the table into high, medium, and low 
clusters. 

From table 3.3 we cannot but conclude that clusters do exist. The 
nations which score high on our sununary index of conservatism (Italy, 
Gennany, Austria, France, and Belgium) all score low, or at best, 
medium on our indices of liberalism and socialism. In turn, the countries 
characterized by strong liberalism (Australia, ,Canada, Japan, Switzer-
land, and the United States) score low or medium on conservatism and 
socialism. Finally, the socialism cluster includes the nations of Scandina-
via, and the Netherlands, all countries which score low (or medium) on 
the two other regime-clusters. 

In other words, if we are willing to accept that welfare states play an 
important role in the patterning of social stratification, and that we have 
captured attributes of stratification which matter significantly in'peoples' 
real and perceived experience of inequalities, status, and' class differ-
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ences, we find that it is misleading to compare welfare states as merely 
'more' or 'less' egalitarian. We discover, instead, entirely different 
logics of social stratification embedded in construction. In 
this sense, we may speak of regimes as we did with reference to 
de-commodification. 

We can, additionally, begin to see that the clustering of 
commodification and stratification is very similar. Recalling the 
dence presented in chapter 2, there is a clear coincidence of high 

and strong universalism in the Scandinavian, social 
democratically influenced welfare states. There is an equally clear 
coincidence of low and strong individualistic 
reliance in the nations. Finally, the continental European 
countries group· closely together in terms of being corporatist and 
etatist, and also being fairly modestly 

In chapter 4, we will conclude our specification of welfare-state 
regime-clusters by analyzing how the boundary between state and 
market emerged in pensions, the single most important 
program. It is already clear that the public-private mix plays a key role 
in shaping both de-commodification and stratification. What we wish to 
explore more fully is the overall structuration of social policy or, more 
specifically, in the political economy. 

Appendix Scoring procedure for stratification indices 

As in chapter 2, we have developed indices based· on the distribution of nations 
around the mean and standard variation on the individual variables. Conserva-
tive-regime attributes. are captured via corporatism and etatism variables; 
liberal-regime attributes through social assistance and the relative importance of 
private health and pensions; socialist-regime attributes are mainly captured via 
the degree of universalism. The final variable, benefit differentiation, is 
expected to score low for socialist regimes. . 

To construct the index of corporatism, nations with less than, or equal to, two 
separate occupationally distinct pension programs have been given the score of 
0; nations between two and five (inclusive) have been given a score of 2; and 
nations with more than five occupationally distinct programs are scored equal to 
4. 

The etatism variable reflects the degree to which the civil service is granted 
special welfare privileges, and is measured in tenns of pension expenditures for 
civil servants as a percentage of GDP. Where the share is less than (or equal to) 
l'percent, we have given an index score of 0; where the share is between 1 and 
2.1 percent, have given a score of 2; and. where the share surpasses 2.2· 
percent, we have of 4. 

,,, 
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The index for the relative importance of social assistance is based on data on 
expenditures on means-tested benefits as a percentage of total social-transfer 
expenditures. The task of defining exactly the boundary between the classical 
type of means-tested benefits and the more modern income..:dependent transfers 
is very difficult. We have decided to treat the Australian and New Zealand 
welfare states as essentially income-tested, and these countries will accordingly 
score fairly low. Similarly, we exclude housing allowances in Scandinavia. The 
variable, in other words, has been constructed to try to include program 
expenditure for what is genuinely means-tested social assistance in the tradition-
al poor-relief logic. It therefore includes programs such as AFDC in the United 
States, Sozialhi/le in the Germanic c<;>untries, socialhjaelp in the Nordic coun-
tries, and so forth. Great Britain poses a special problem because of the way in 
which both means- and income-tested benefits there have been consolidated 
under the general heading of 'supplementary benefits'. For comparative pur-
poses, we have chosen (conservatively) to estimate the British share as being 
equal to 1 percent. The index construction on this variable follows the logic 
adopted previously: if the expenditure ratio on social assistance, relative to total 
transfer payments, is less than 3 percent, we give a score of 0; from 3 to 8 
percent, we give a score of 2; more than 8 percent is given a score of 4. 

The index for the relative share of private-pension expenditures to total 
pension expenditures is developed as follows: if the share is less than 10 percent, 
a country is scored equal to 0; if the share is between 10 and 15 percent, 
the score is 2; and if the share is more than 16 percent, we give the country a 
score of 4. 

For the relative share of private health expenditures, we give a score of 0 to 
countries where it is less than 10 percent; from 10 to 20 percent, we give a score 
of 2; and if greater than 21 percent, the country 'receives a score of 4. 

The universalism variable measures the percentage of the relevant population 
(labor force between ages 16 and 65) covered under the respective programs. A 
low degree of universalism is defined as less than (or equal to) 60 percent of the 
population being covered, and scored equal to 0; where coverage lies between 
61 and 85 percent, we give a score of 2; and where coverage exceeds 86 percent, 
we give a score of 4. Note that income-test-based programs, such as the 
Australian and New Zealand unemployment and sickness benefit schemes, have 
been scored equal to O. This is because these types of programs do not grant 
automatic universal rights. 

Finally, our variable on benefit differentials is based on what a normal 
standard worker will receive as standard benefit and what is the maximum 
benefit stipulated in the rules of the system. If the standard benefits are less than 
55 percent of maximum benefits, we give the system a score of 0 (reflecting very 
high differentials); if they lie -between 55 and 80 percent, the system is given a 
score of 2; and if they are above 80 percent, the system is given a score of 4. 


