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2 . THE CONTRACT FOR INCOME SUPPORT AND PENSIONS IN THE MODERN WELFARE STATE 

Introduction

This report is intended to provide both a record and

a critical assessment of the second workshop of the

Foundation for Law, Justice and Society’s programme,

The Social Contract Revisited: The Modern Welfare

State. The workshop was held in Oxford, 10–12

October 2007.

The social contract, as understood and practised in

developed, Western societies, has two main features: 

a commitment to providing material support for various

groups from public funds, alongside recognition that a

flourishing market is essential for social prosperity. Every

society forms its own way of reconciling the inherent

tension between these two features, and of translating

them into a social contract. The social contract is then

embedded in a constitutional and legal order. Suitable

institutions are created for its implementation.

Against this background of shared values and

commitment to some level of redistribution of

resources, different approaches to the social contract

can be identified. The first has roots in a particular

version of economic liberalism. It places emphasis on

personal endeavour within a relatively free market

economy. Public support is residual and exceptional.

The second has its roots in socialism. This has

reversed the emphasis: public support is prevalent,

while the market is heavily regulated and taxed.

Within this framework, the matter of income support

raises particularly interesting questions. Three main

types of income support were identified and discussed

at the workshop: for the unemployed, pensions, and

for the disabled. The three categories are less distinct

than they may initially appear. Beneficiaries often

move from one entitlement to another, requiring

policymakers to revise the rules for entitlement. 

The participants of the workshop came from a 

wide range of disciplines. They include economists,

philosophers, lawyers, political scientists, and

sociologists. They identified the prevailing policies

and trends in various Western countries, from the

American to the Scandinavian model. Participants

also discussed the gender and racial underpinnings

and consequences of income support, and the

political feasibility for change.
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CENTRAL QUESTIONS IN THE DESIGN AND JUSTIFICATION OF INCOME SUPPORT . 3

Central Questions in the Design and
Justification of Income Support

A community-based guaranteed income

Keynote lecture by Professor Amitai Etzioni

Chair: John W. Adams

Professor Etzioni’s keynote lecture opened the

proceedings with arguments that resonated

throughout the course of the workshop: who is

entitled to income support from the government?

Under what conditions? At what level? What is its

justification?

Etzioni argued that income should be granted to every

person, regardless of income or work effort, 

at the highest possible rate the society can afford.

Justification stems from the moral obligation of each 

of us towards our fellow citizens, as human beings. 

This benefit should be granted in addition to the needs-

based, means-tested support currently distributed.

Though the idea of a basic income guarantee is far

from novel and contemporary advocates across the

political spectrum have offered arguments in its

favour, Etzioni’s endorsement is significant. He cited

Thomas Paine’s 1796 pamphlet Agrarian Justice as 

an early pronouncement of the idea.

Etzioni was a founder of the communitarian

movement. He has argued in the past for the

balancing of rights and responsibilities. Some have

accused him of ‘obliterat[ing] individual autonomy

entirely and dissolv[ing] the self into whatever roles

are imposed by one’s position in society’.1 Etzioni may

be right to dismiss this charge. Yet it is surprising to

read a communitarian supporting the unconditional

right to income, irrespective of obligations.

Reliance on our moral obligation to one another,

deriving from every person’s humanity, is noble. But it

is unconvincing. Why does an individual’s humanity

justify an unconditional right to income, and not, for

example, absolute rights to due process, uninhibited

free speech, health, or education? Phillipe van Parijs’

argument is from a libertarian perspective in favour of

basic income on grounds of a right to ‘real freedom’.2

His is more consistent and more convincing than

Etzioni’s effort to join together the idea that ‘rights

and responsibilities go hand in hand’ with the claim

that no responsibilities are required.

Why does an individual’s humanity justify an

unconditional right to income, and not, for

example, absolute rights to due process,

uninhibited free speech, health, or

education?

2. van Parijs, P. (1995) Real Freedom for All: What (if Anything) 

Can Justify Capitalism. Oxford: Oxford University Press.

3. Etzioni, A. and Platt, A. (2007) ‘A Community Based Guaranteed

Income’, FLJS Policy Brief. Available from: <http://www.fljs.org>.

1. Phillips, D.L. (1993) Looking Backward: A Critical Appraisal of

Communitarian Thought, p. 183. Princeton, NJ: Princeton University

Press.

In support of his position, Etzioni introduces the idea 

of a ‘communitarian differential’, arguing that, although

there are ‘some responsibilities we have to all human

beings, these do not preclude additional responsibilities

to members of our family’.3 To explain the implications

of the communitarian differential, Etzioni takes issue

with a decision by the New York Schools Chancellor to

forbid parents of children in a Greenwich Village school

to fund the salary of a teacher who was dismissed for

financial reasons. The Chancellor explained that
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4 . THE CONTRACT FOR INCOME SUPPORT AND PENSIONS IN THE MODERN WELFARE STATE 

allowing such donations would create inequities

between schools in rich and poor districts. 

This is a good example of the problem. At the 

level of principle, it raises the perennial problem for

communitarian theory. Namely, what is the community

and what are its boundaries? Etzioni criticizes Peter

Singer for envisaging what may be understood as a

‘global community’. But his own preference for a

community that consists of New York school parents

seems arbitrary, barring explanation. Indeed, it is

possible to narrow the scope of the school community

further. The same logic leads to the suggestion that

parents may privately fund a private tutor to sit next

to their child during classes to help her cope with, or

excel in, difficult classes. Surely other values, apart

from communal bonds, must be observed. 

Here we reach the ideological difficulty with Etzioni’s

suggestion. Communitarians are often criticized for a

lack of due regard for individual rights. This example

reveals the threat that communitarians pose to the

wider community, perhaps for the social contract as

a whole. By breaking society into distinct sectors, in

this case distinguished by wealth, communitarianism

provides theoretical justification for further exclusion

and increased disparities in the provision of basic

health and education in a market society. Of course,

this is exactly the opposite position of that held by

many supporters of basic income who view it as a

‘mechanism for including all in the common good’.4

4. Jordan, B. (1992) ‘Basic Income and the Common Good’ in P. van

Parijs (ed.) Arguing for Basic Income, p. 172. New York: Verso.

Etzioni raises further arguments in favour of basic

income. Whether these are convincing on their

merits or not, they raise the issues of basic income

grants and other forms of income support related 

to rights. These include the impact on individuals in

vulnerable groups, such as women and children, the

relation between different forms of income support,

criteria for maintaining political sustainability, and

what is the proper level of support. These matters

were central to discussions in the workshop.
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Dr Dalmer Hoskins: ‘Pension Crisis or Pension Rethink?’

Professor Sven Hort: ‘The Social Contract

Renegotiated: Income Support and Taxation

1981–2007 — Contract without Partners, or Partners

without Contract?’

Professor Peter Edelman: ‘Achieving a Life Income

for Everyone’

Chair: Professor Fred d’Agostino

The purpose of the first panel was to assess recent

trends and reforms in income support programmes

under the new social contract. Two very different

matters were chosen for this exposition. 

Entitlement to old age pensions, on the one hand, is

a cornerstone of public policy. At the other extreme,

income support for the able-bodied has always 

been controversial. Increasingly, it is under threat.

While retired workers are perceived as entitled to

unconditional income support, the unemployed who

can work are often referred to as ‘undeserving’. 

The three papers gave a coherent portrayal of the

forces in play in the United States and in Sweden.

The issue of providing for retired populations reveals

at least one difficult question, namely: who deserves

assistance? The elderly have long been perceived 

as ‘deserving’ assistance. Therefore, conditions for

entitlement tend be relaxed, as compared with 

other groups. 

Even after the thorny ideological matters are settled,

the practical issues remain. As Hoskins noted, there

is a common view in most Western countries that 

the pension system is nearing crisis point and is

unsustainable. Many countries, the United States

being an exceptional case, have reformed their

systems over the past two decades. But they lack

coherence and an overarching aim expected to guide

a system of such magnitude.

Two questions are indeed settled by definition: 

who receives benefits and under what conditions? 

But two remain. Firstly, what level of support should be

awarded to pensioners? It seems natural that a pension

system should relieve retired workers from poverty and

destitution. But how much further should it go beyond

that? Hoskins notes that the ideal of pensions at 60

per cent of pre-retirement income no longer seems

feasible for many countries. How much should systems

be striving for, and how much is realistic? Secondly,

asserting a right to pension support still leaves the

question of duty unresolved. Responsibility could lie

with government, employers, or retirees. The idea of

forming a specific social contract amongst these

partners seems a step in the right direction.

SESSION ONE:

Recent Trends and Reforms in Income Support

5. Korczky, S. (2008) Who is Ready for Retirement, How Ready, and

How Can We Know. Washington DC: AARP Public Policy Institute,

January. Available at:

<http://assets.aarp.org/rgcenter/econ/2008_01_income.pdf>

Governments are increasingly adopting the

discourse of ‘personal responsibility’…And

yet…many workers cannot be expected to

make the informed and rational decisions

necessary to ensure a retirement period 

free of economic concerns.

Such a social contract cannot ignore the wider

political context, where a paradigm shift in risk-

sharing is discernible. Employers are freezing or

terminating their participation in pension schemes.

Governments are increasingly adopting the discourse

of ‘personal responsibility’, adding to the burden

that workers are expected to shoulder in saving for

their own pensions. And yet, as a recent survey 

has shown,5 many workers cannot be expected to
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6 . THE CONTRACT FOR INCOME SUPPORT AND PENSIONS IN THE MODERN WELFARE STATE

make the informed and rational decisions necessary

to ensure a retirement period free of economic

concerns. This is expressed in at least two ways:

first, the problematic preference for Defined

Contribution (DC) schemes over Defined Benefits

(DB) schemes; and, second, the fact that the

average DC saving in the United States is US$60,000,

well below the amount needed for a decent

retirement package. DB plans are typically employer-

sponsored, where employee benefits are allocated

based on a formula-calculation, taking such factors

as salary history and duration of employment into

account. Investment risk and portfolio management

are entirely in the control of the company, which

bears the risks for funding shortfalls. In DC plans, a

certain amount or percentage of money is set aside

each year by a company for the benefit of the

employee. There is no way of knowing how much the

plan will ultimately give the employee upon retiring.

The contribution is fixed, but the benefit is not. 

Educating employees to be prudent in their savings

may be important. But it cannot be the central pillar 

of public policy. As Edelman has noted, a coherent

government public policy is needed; not a patchwork 

quilt of policies, and not privatization at the whims of

employers, or the misinformed decisions of employees.

Governments are faced with difficult choices amidst

conflicting goals. One goal concerns retirement age.

Current pensions systems were designed to fit a

working life that is very different from the present

actuality. Instead of a working career of over forty

years, and a retirement period of five to seven years,

the retirement period in most industrialized countries

for many is now approaching twenty years. 

Dramatic as this may seem, actuaries conclude that

prolonging working life by one to two years would

go a long way towards resolving solvency problems

in pension systems. For this reason, many countries

have raised the mandatory retirement age by two

years for men, and have equalized the retirement

age for women. This may be a solution to the wrong

problem, since large portions of the population 

retire well before the mandatory retirement age. 

Early retirement schemes are viewed as an important

benefit for many workers and as an instrument to

cut the costs of labour: older workers are often more

expensive than younger workers. Preserving such

schemes is a major objective for trade unions,

employers, and governments alike. This example

raises the matter of political sustainability, which

Etzioni rightly noted as being highly relevant to 

the formation of public policy. 

Another important matter, raised earlier in the

workshop by Etzioni, concerns the interaction

between different income support schemes. 

For Americans, any discussion of income support must

take into account rising health care costs and the fact

that 45 million Americans have no health insurance.

The retired have a greater need for more expensive

and more frequent health care. Their expenditure 

will therefore be higher. If the purpose of the

pension system is to guarantee a decent life 

through retirement, it should take into account such

expenditure. Therefore, either pensions should be

proportionally higher, or health care coverage should

be guaranteed through other means. 

When dealing with income support for the

unemployed, the question of financial sustainability is

secondary to the question of just deserts. The trend

towards stricter conditions for benefits is most

noticeable in the United States, but it is to some

extent universal. The emphasis on American measures

is not coincidental. No other country has seriously

considered putting a lifetime limit on income support

for the able-bodied unemployed, such as the sixty-

month limit in the American 1996 Temporary

Assistance for Needy Families (TANF) programme.

Several years on, it is possible to assess the effects. 

The fact that 9 million people came off 

the welfare register seems quite encouraging. 

Three causes have contributed to this reduction: 

a booming economy, the expansion of the Earned

Income Tax Credit programme, and the harsh conditions

and sanctions of the TANF (and Food Stamps)

programme. Attributing more or less weight to one

cause or another would probably depend on one’s

political perspective. But in assessing the reform, it is
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RECENT TRENDS AND REFORMS IN INCOME SUPPORT . 7

more important to consider the situation of those who

were subject to the new measures and to the highs and

lows of the American economy over the past decade. 

The result is that the reform was less successful than

was claimed by its supporters. On the one hand,

many single mothers joined the workforce. On the

other hand, 40 per cent of former welfare recipients,

or 1.2 million people, ended up with no job and no

right to receive benefits. The empirical question

becomes: how are they surviving? The government

has released itself from any responsibility for their

plight. The economy has contracted, and fewer jobs

are available. Dependency on family and friends is

often precarious. There is a disturbing feeling of 

déjà vu, of a return to the pre-welfare state era,

when paupers depended on aid from churches and

communities, and were judged ‘deserving’ or 

‘non-deserving’, according to their moral standing. 

To what extent, then, should the community be part 

of the new social contract? Edelman is right to observe

that communities can be inclusive and empowering

but, like governments, they can be overbearing 

and intrusive too. In the name of demanding that

individuals fulfill obligations to the community,

governments can overreach themselves. He agrees

with Etzioni that communities form concentric circles 

of families, schools, neighbourhoods, professional

associations, sports teams, and so on, each of

importance to an individual. Should these communities

also be burdened with the task of guaranteeing a

living income?

We may recall that, in a previous workshop, 

White and Tanner, although radically different in 

their ideological positions, both suggested that

governments should ensure that communities are

able to play a part in empowering the individual, and

in making society more inclusive. Reducing the role

of government may force individuals to rely more on

communities, in poor law fashion. But it does not

necessarily strengthen either of the parties. 

Welfare-to-work policies that include more generous

child care, education, training, transport, tax credits, 

and treatment for addiction have a better chance of

empowering individuals and serving as mechanisms

for improved social inclusion. 

Avoiding the poor law paradigm means distancing

income support policies from the idea of reciprocity,

currently in vogue. Reciprocity is in tension with the

idea of rights in that it confers certain obligations, in

this case for income support. Edelman is right that

this position is acceptable when explaining that an

academic scholarship depends on maintaining a

certain academic average. But it is not, as in the case 

of income, necessary for survival. The theoretical

distinction is that a scholarship is a privilege; there is

no entitlement to it. Conversely, income support is, or

at least was, a basic fundamental right. So while it is

acceptable to design public policies that will induce

personal participation in society, harsh conditions on

income necessary for survival seem less justifiable. 

When discussing the matter of income support, the

subject of work cannot be avoided. Pensioners are

viewed as deserving because they are no longer

expected to work. Their pensions should somehow relate

to their pre-retirement income. The rights of the able-

bodied unemployed to income support are contested

because many think that they should be paying their

way. Whereas the truly disabled should be provided for,

the ‘fraudsters’ (i.e., those who ‘actually can work’)

should be exposed and forced to enter the labour force. 

But debates about work enter less expected arena 

as well. Work is seen as a social panacea to many 

of society’s ills by writers of very different political

persuasions. Thus, Edelman views the best way to

get more people into long-term, lasting relationships

is to promote employment in safe and satisfying jobs.

This is not so far from Charles Murray’s position 

in claiming that ‘young men who don’t work don’t

make good marriage material’.6

It is even more interesting that the Swedish welfare

state, noted worldwide for generous benefits (up to

90 per cent of earnings), relaxed conditions for

6. Murray, C. (1990) The Emerging British Underclass, p. 23.

London: Institute of Economic Affairs.

FLJ+S Amir Paz-Fuchs report/b:Layout 1  22/4/08  11:09  Page 7



8 . THE CONTRACT FOR INCOME SUPPORT AND PENSIONS IN THE MODERN WELFARE STATE

entitlement (verging on basic income guarantees),

and strikingly high taxes, also holds work in very

high regard. In the post-World War Two era, Sweden

kept an impressive 80 per cent of the population 

in the workforce. Unemployment was kept at the

‘frictional’ level of 2 per cent. The discourse of rights

and obligations, so prominent in Anglo-American

social policy, is different, but not absent, in the

Nordic countries.

Sven Hort explained that it is the original Swedish

social contract which forms and legitimates the

second, welfare contract. An integral part of social

policy in the Swedish welfare state relies on an

active labour market policy. This includes intervention

in the labour market to support work where it does

not exist, but also confers obligations on individuals.

This sub-set of social policy, which includes granting

trade unions a major role in civil society, has all 

but disappeared in Anglo-American welfare states.

Similarly, Edelman is right to include a discussion of

low-wage work, and the obligations of governments

to those employed in low-wage work, within the

context of income support. If the low-pay-no-pay

cycle is to be broken, individuals should be able to

secure safe and satisfying jobs.

New social pressures in Sweden since the late 

1990s, especially, the influx of immigrants from war

zones such as the former Yugoslavia and Iraq, are

testing the Swedish welfare state. Sweden serves 

as evidence that the ‘welfare contract’ is indeed

parasitic on the general ‘social contract’. 

The acceptance of particular social and cultural

norms is as important as economic incentives and

disincentives. How such norms may be inculcated 

is a different matter.
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REFORMS AND RECIPIENTS . 9

SESSION TWO:

Reforms and Recipients

Professor Frank Bloch: ‘Disability and the Contract

for Income Support in the Modern Welfare State’

Professor Lucy Williams: ‘Gender, Work and the

Social Contract’

Professor Charles Mills: ‘The Racial Welfare State’

Chair: Professor Neil Gilbert 

Papers in the second panel took a critical approach

towards a central pillar of income support: the need to

distinguish between the ‘deserving’ and ‘undeserving’

poor. The papers dealt with the way that theoretical

paradigms and practical income support policies address

matters of race, gender, and disability. Significantly,

alongside age (addressed separately in the next

section), these are all aspects of the ‘immutable status’

of individuals. Grounds for guaranteeing or refuting

eligibility cannot be articulated in a language that

includes individual choice or personal responsibility.

Instead, the ‘sovereign virtue’ of equality, prominent in

all the papers, requires that a person is not the victim

of what is often noted as ‘brute luck’.7

Policymakers from Elizabethan times to the present have

acknowledged that a humane society must ensure that

its members do not suffer the indignity of extreme

poverty due to circumstances beyond their control.

People are entitled to unconditional benefits, solely due

to their mental or physical situation, or on account of

their social roles. Denying benefits on grounds beyond

an individual’s control, such as nationality or race, is

harsh and demands justification. Less clear, is what

constitutes an appropriate policy towards people who

are judged to be doing less than enough to achieve 

a life of productive work and self-reliance.8 A clear

message resonated from the papers in this panel: 

the distinctions between poor and pauper, between

‘deserving’ and ‘undeserving’, are socially constructed

and ever changing. They follow Tocqueville, who

expressed his reservation about an endeavour that

presumes to detect ‘nuances that separate unmerited

misfortune from an adversity produced by vice’.9

9. De Tocqueville, A. (1835) Memoirs on Pauperism.

10. Handler, J. (1995) The Poverty of Welfare Reform, p. 25. 

New Haven CT: Yale University Press. 

De Parle, J. (2004) American Dream: Three Women, Ten Kids, and a

Nation's Drive to End Welfare, p.86–7. New York: Viking.  

…the distinctions between poor and pauper,

between ‘deserving’ and ‘undeserving’, 

are socially constructed and ever changing.

7. Dworkin, R. (2000) Sovereign Virtue, p. 287. Cambridge MA:

Harvard University Press.

8. King, D. (1995) Actively Seeking Work, p. 23. Chicago: 

Chicago University Press.

Tracing the history of American cash assistance

programmes, Lucy Williams suggests that they were

designed to assist single mothers to fulfill the woman’s

role of the home-maker. The programmes constructed

women as ‘deserving’ by virtue of their status. 

And even then, she notes, the image of the recipient

was that of the ‘worthy white widow’. In this, she

follows Joel Handler, who reports that while white

widows were helped, the ‘vast majority of poor

mothers and their children’ who were ‘divorced,

deserted, never married, of colour, or engaged in

questionable behavior’ were denied aid.10 Of course,

sixty years later, the 1996 Personal Responsibility and

Work Reconciliation Act (PRWORA) resituated the whole

category of single mothers as ‘welfare queens’ and 

as paradigmatic undeserving recipients. 

The decision to award unconditional income support 

has always been linked to the question: should some

people be supported by the state without making any

effort to work? In order to address this question, it is
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10 . THE CONTRACT FOR INCOME SUPPORT AND PENSIONS IN THE MODERN WELFARE STATE

necessary to consider social roles that fall outside

conventional conceptions of paid work. Both Williams

and Charles Mills have pointed out that white males

construct wage work as the paradigm ‘social effort’,

from which exception is sought in the form of income

support benefits. And yet, white males have benefited

from a set of background social and legal rules that

they themselves have constructed, and that have

allowed them to ignore the contribution of slave labour

and care-giver work to the accumulation of their

capital. Such work has led, and is leading, to a large

disparity in wealth and assets between men and

women, and between whites and non-whites. 

The gendered and racial characteristics of income support

are reproduced in the secondary, low-scale labour

market. The stigma carried by welfare beneficiaries is,

mutatis mutandis, also experienced by the black and 

the female working poor. Jobs predominantly occupied 

by women or by non-whites are typically lowly paid. 

They do not provide health coverage, economic security,

employer pensions, or any form of fringe benefits. 

As Deakin and Wilkinson argue, ‘rather than attempting

to stabilize full-time employment, the state now actively

encourages the growth of forms of work which, because

they are temporary, part-time or simply low-paid, do not

provide subsistence-level wages’.11 Williams argues that

paradoxically, focusing on government transfers and

programmes to integrate individuals into the work force

reinforces 'free market' discourse and immunizes the

state from social and political critique.12

The fact that ‘objective’ data is subject to

interpretation by social rules is also clearly exhibited in

Frank Bloch’s depiction of recent reforms in the field of

disability benefits. Encountering exceptional growth in

the numbers of individuals on disability benefits (a

median of 5 per cent, and up to 13 per cent, in OECD

countries) and in the related public expenditure (more

than 1.5 per cent of GDP, 11 per cent of public

expenditure), many countries are restructuring the

rules that govern the system. Trends are visible in

three areas: firstly, changing the definition of disability

so as to make eligibility more difficult; secondly,

tightening conditions for continued receipt of benefits;

and thirdly, improving the almost non-existent outflow

of beneficiaries back into the labour market. 

The methods currently used to deter disabled

individuals from resorting to welfare have a familiar

antecedent: they are the same methods that were,

and still are, used to deter able-bodied unemployed

individuals from receiving income support. The idea

was that relief should be made so disagreeable that

recipients would be persuaded or forced to devise

some means of self-support in order to get off the

list as swiftly as possible.13 To achieve this, benefit

rates are reduced and the criteria for determining

eligibility have become more complicated in a process

termed ‘a bureaucratic design in deterrence’.14

This trend can be seen as a reaction to the increase

in disability claims caused by greater medical

knowledge, such as mental illnesses and back pain.

Such claims are difficult to evaluate, and are thereby

susceptible to fraudulent claims. More significantly, it

can be attributed to the wider ideological trends

such as a stronger emphasis on labour market

integration and on preserving fiscal austerity.

11. Deakin, S. and Wilkinson, F. (2005) The Law of the Labour

Market, p. 194. Oxford: Oxford University Press.

Finn, D. (2005) ‘The Role of Contracts and the Private Sector in

Delivering Britain’s “Employment First” Welfare State’ in E. Sol and

M. Westerveld (eds.) Contractualism in Employment Services, p.

101. The Hague: Aspen.

12. Williams, L. (2002) 'Beyond Labour Law's Parochialism: A Re-

envisioning of the Discourse of Redistribution' in J. Conaghan, R.

Fischl and K. Klare (eds.) Labour Law in an Era of Globalization, p.

93. Oxford: Oxford University Press.

13. Brown, J. (1940) Public Relief 1929–1939, p. 17. New York:

Henry Holt .

14. Piven, F. F. and Cloward, R. A. (1993) Regulating the Poor

(updated edition), p. 152. New York: Vintage.

FLJ+S Amir Paz-Fuchs report/b:Layout 1  22/4/08  11:09  Page 10



THE SOCIAL CONTRACT BETWEEN GENERATIONS . 11

Professor Avia Spivak: ‘The Rise in Uncertainty and

Changes in Social Security Systems and Pension

Funds: An Inter-generational Perspective’

Professor Anne-Marie Guillemard: ‘A New Social

Contract between Generations in a World of

Longevity’

Professor Jef van Langendonck: ‘Globalization and

Social Security’

Chair: Professor Matthew Diller 

The aim of the papers in the third panel was to

discuss demographic and ideological trends that have

taken place in recent years with respect to the ageing

population, and to address the policy implications of

these trends. 

One noticeable development, discussed in all the panel

papers, is a changing approach to risk. The role of risk

in relation to the social contract, and to income support

in particular, is significant. If the social contract has only

a ‘residual’ role, then income support schemes should

target and bridge the gaps in normative stages of life

and work, allowing those who have not contributed to

their own shortfall to continue with their life plan, with

as little inhibition as possible. 

On the other hand, if the social contract is perceived

to have a greater role than limiting risks, then a 

more comprehensive system of insurance schemes is

required. William Beveridge viewed the modern welfare

state in terms of a matrix of social insurance schemes.

For him, the concept of social insurance is not only an

instrument for ensuring subsistence and eradicating

poverty in an economically feasible manner, it is also 

a realization of his conception of fairness. He saw the

insurance principle as the only means of enabling the

distribution of benefits as of right. The advantage of

the paradigm is that an individual’s contributions create

an uncontestable right to income support.15 Beveridge

refined his ideals to identify a limited number of risks

that, at different stages of life would require such

insurance schemes, notably unemployment, disability,

old age, and work accidents.

Such an idea is advanced by Anne-Marie Guillemard.

The three stages of life as education (and training),

work, and retirement are no longer as applicable as

they used to be. Periods of work and non-work do

not align as closely as they did in the past with

formal age-based stages of life. People may opt for 

a ‘second career’ after the age of forty. A parent in

mid-career may take substantial leave from work

following the arrival of a child. Families may break 

up at one stage and may re-form at what used to 

be considered a very late stage. Accepting different 

life trajectories as equal would mean expanding the

welfare system ‘beyond employment’,16 and towards

securing individual itineraries. 

SESSION THREE:

The Social Contract between Generations

15. Plant, R. (2003) 'Citizenship and Social Security', Fiscal Studies,

24: 153, 161.

16. Supiot, A. (2001) Beyond Employment: Changes in Work and

the Future of Labor Law in Europe. Oxford: Oxford University Press.

Periods of work and non-work do not align

as closely as they did in the past...Accepting

different life trajectories as equal would

mean expanding the welfare system 

‘beyond employment’

Avia Spivak identifies a similar problem in relation to

pensions, but suggests more concrete solutions. 

He suggests that if risks are less identifiable than they

were in the past, then perhaps the nature of current

income support schemes should be revisited, and not
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12 . THE CONTRACT FOR INCOME SUPPORT AND PENSIONS IN THE MODERN WELFARE STATE

necessarily in the same manner as in many Western

countries in recent years. It is true that global

competition, technological innovation, and change 

in the structure of the family have all increased 

the burden that the safety net is expected to carry. 

As Guillemard points out, only forty years ago a person

was expected to work for fifty years out of a life

expectancy of sixty-eight. These numbers have changed

significantly: life expectancy at birth in OECD countries

was 78.5 years in 2006,17 while, on average, working

life was less than thirty-nine years. These demographic

changes have obvious implications for pensions, and,

when coupled with the increase in early retirement,

constitute a serious threat to the pension system.

Different countries have addressed the matter in

different ways. An extreme example was provided by

Chile. Highly influenced by Milton Friedman and the

Chicago school, Chile met the challenges of pension

reform with a market solution: privatization. 

This meant abandoning the pay-as-you-go (PAYG)

model in favour of pension funds invested in the

economy. The immediate advantage was apparent in

the first decade following the reforms. The funds

invigorated the economy and led to a very high yield

on pension portfolios (averaging 13.8 per cent

during 1981 to 1994). But, as Jef van Langendonck

notes in his paper, privatization poses dangers to

long-term security and equality. And, indeed, the

yield on Chilean pensions dropped during the

following decade to 4.6 per cent, including two 

years of negative rates of investment. 

As for equality, privatization tends to expose social

security to the vicissitudes of the market. Some

sophisticated employees-cum-investors will manage

to take advantage of these schemes. Others, due to

imperfect knowledge of their rights or of the best

way to maximize them, will lose out by comparison.

Moreover, while governments can design policy,

including pension schemes, to secure public goals,

markets are much more selective. In Chile, many

workers, such as the self employed, lost pension

coverage completely. Finally, privatization may

increase competition, but also leads to private

monopolies or oligopolies. In the case of Chilean

pension funds, competition was very limited and

transaction costs were very high.

Although the Chilean solution was far from perfect,

the problems it identified were real and shared by

most Western countries: increasing levels of early

retirement and employers’ tendency to prefer less

costly and sometimes more adept young workers

over the experience of older workers. 

In the face of these problems, Sweden also reformed

its system to increase financial stability and actuarial

viability. It did so by splitting the annuity into two:

one part following a PAYG scheme, while the second

comprises a defined contribution scheme, managed

by a pension fund. Even with respect to the market-

based scheme, the government did not withdraw

completely from regulation of privatized funds. 

These funds are supervised by a government agency

that helps the insured deal with their investments,

thus creating, Spivak concludes, ‘a unique

combination of competitive market and 

government regulation and intervention’. 

Whilst Spivak examines the contrasting approaches 

of two Western countries, van Langendonck adopts 

a global perspective, arguing for a ‘global social

protection fund’. He claims that ‘solidarity is by

definition global. When solidarity is limited to a

particular group or territory, this means the negation

of solidarity with those outside that group or

territory’. The claim that solidarity is by definition

global may be seeking to prove too much, but to 

ask whether there should be some form of global

solidarity and if so, how it should manifest itself in

global institutions are truly fundamental questions 

at the heart of the idea of the social contract.

17. OECD (2007) Health Data 2007. Available at:

<http://www.oecd.org/document/16/0,2340,en_2825_495642_20852

00_1_1_1_1,00.html> (last accessed 5 December 2007)
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REFORMING INCOME SUPPORT: NORMATIVE AND POLITICAL FEASIBILITY . 13

Income support policies have always taken into

account their impact on a person’s incentive and

disincentive to work. The propositions underlying

basic income schemes bring this matter to the fore.

Two central strands can be identified: the first is

factual, the second is normative. 

The factual strand of the argument concerns the 

future of work or the future of work as we know 

it. Sociologists and economists have noted over 

the past decade, the loss of over 50 million

manufacturing jobs.18 Moreover, while some initially

hoped that an increase in service-sector jobs could

make up for this loss, technological changes that

had a major impact on manufacturing industries 

are beginning to have a similar effect on services.

Michael Opielka concludes that ‘internet banking,

voice recognition services, automated supermarket

checkouts and internet traders…all indicate that 

the service sector will show possibly an even more

dramatic collapse in number of jobs than the

manufacturing sector’. To this should be added the

trend towards greater flexibility in the labour market

that has resulted in a majority of workers, in an

increasing number of jurisdictions, working in part-

time, temporary, or often low-paid jobs. 

Assuming this description is accurate and that no

change in direction is foreseeable, the normative

question becomes: what is the justification for 

holding work as a central personal obligation owed 

by individuals to society at large? More directly: 

what is the justification for continuing to attach work

requirements as a precondition to income support? 

SESSION FOUR:

Reforming Income Support: Normative and
Political Feasibility

Professor Michael Opielka: ‘The Feasibility of a

Basic Income’

Professor Charles Murray: ‘Replacing the Welfare

State with Guaranteed Income’

Chair: Carole Pateman 

On the fourth and final panel, two papers presented

strategies for the reform of income support schemes.

While the panel’s main objective was to discuss

normative and political feasibility of reform,

interestingly, both papers suggested a scheme that,

for many in the Western world, would appear to be 

a radical approach to welfare: a basic income grant. 

The two authors, Charles Murray and Michael

Opielka, reached their conclusions and

recommendations from very different political

perspectives. Considered alongside Etzioni’s

communitarian support for basic income, the 

concept has acquired appreciable political currency.

The arguments for a basic income grant in both

papers brought to light a central theme recurring

throughout the workshop: the very idea of basic

income forces a reassessment of the social factors

held as valuable to the design of income support

policies. These factors include enquiring whether 

the main motivation for income support schemes 

is fiscal austerity, enhancing personal freedom, or 

some combination thereof; questioning whether 

the government has an identifiable obligation to 

(re)distribute wealth to all citizens qua citizens;

whether governments may and should encourage

marriage; and several others. Since it was possible to

investigate only one such theme, the most obvious

was considered: social attitudes towards work and

the duty to work. 
18. Rifkin, J. (1995) The End of Work: The Decline of the Global

Labor Force and the Dawn of the Post-Market Era. New York:

Putnam. 
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14 . THE CONTRACT FOR INCOME SUPPORT AND PENSIONS IN THE MODERN WELFARE STATE

As both papers make clear, supporters of the basic

income are sometimes referring to a form of wage

subsidy or ‘negative income tax’. Far from removing

the obligation to work, negative income tax schemes,

preferred by libertarians such as Milton Friedman and

Charles Murray, aspire to perfect the incentives to

work. In these schemes, the level of basic income

would be sufficiently low so as not to create severe

disincentives to work. Libertarian support for this

model rests on a crucial factor: such schemes will, 

in Murray’s terminology, ‘replace the welfare state’.

Though the sum will not be very high (around

US$10,000 per year), it will be enough to allow

every individual to invest in his or her preferred

health and pension plan, and still leave a limited

amount for maintenance, such that work incentives

will not be undermined. However, this approach

leaves the realities of the changing nature 

of the labour market, as noted above, unanswered. 

A more genuine basic income scheme completely 

de-couples work and income support. Such schemes

are currently being discussed, and partially

implemented, in Germany. A further related

justification is offered by van Parijs. He argues that

as jobs are becoming a rare commodity, jobholders

should be paying an ‘employment rent’. This would

be used to support those outside the labour

market.19 This would be in addition to rather than a

replacement of other forms of assistance, such as

education, health care, job training, disability

benefits, child care, pensions and so forth. While

basic income, under this scheme, seeks to increase

autonomy and repair some failures in the modern

labour market, it is not meant to encourage

governments to wash their hands of those who need

it the most, by simply providing handouts to spend

as they choose.

19. van Parijs, P. (1991) ‘Why Surfers Should Be Fed: The Liberal

Case for an Unconditional Basic Income’, Philosophy and Public

Affairs, 20: 101–31.
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CONCLUSION . 15

Originally, the social contract sought to justify 

the existence of government itself. It resurfaced in

modern political thought due to its central role in

John Rawls’s A Theory of Justice. It is important 

to note that Rawls’s book constantly returns to

society’s obligation to cater for those who are 

‘least well off’. Since the English Poor Law of 

1601, governments have taken an increasing role 

in providing for the poor. They do so while drawing

distinctions, some more relevant than others:

‘deserving’ versus ‘undeserving’; able-bodied versus

disabled; children versus adults versus elderly;

married versus non-married; and so forth. 

The idea of a genuine basic income, discussion of

which opened and closed the workshop, discards

these divisions. That is one of its obvious appeals.

However, it is not yet clear whether such a scheme 

is economically or politically feasible, or whether it 

is normatively advisable. Until such schemes are

implemented, it is important to address the structure

of current income support schemes that cater for 

the needs of the unemployed, the disabled, and the

elderly. These programmes have undergone radical

reform in the same directions identified in the

previous workshop: privatization, increased targeting

of benefits, a move from state to personal

responsibility, and a stronger emphasis on the fiscal

viability of the schemes. What is the effect of these

trends? Do they further enhance or further weaken

the original intent of the programmes? These are

questions for the future.

Income support schemes do not encapsulate the

whole of the social contract. Matters such as health,

occupation, education, and housing, to be discussed

in future workshops, are of prime importance. Yet the

clients of income support programmes tend to be

those in greatest need of government assistance. It is

for this reason that such reforms should be routinely

assessed and scrutinized, empirically and normatively.

Conclusion

FLJ+S Amir Paz-Fuchs report/b:Layout 1  22/4/08  11:09  Page 15



16 . THE CONTRACT FOR INCOME SUPPORT AND PENSIONS IN THE MODERN WELFARE STATE

Participants

John W. Adams, chairman of the Foundation for

Law, Justice and Society

Professor Fred d’Agostino, University of

Queensland

Professor Frank Bloch, Vanderbilt University

Professor Peter Edelman, Georgetown University

Professor Amitai Etzioni, George Washington

University 

Professor Matthew Diller, Fordham University

Paul Dodyk, chairman of the Social Contract

Revisited advisory board 

Dr John Gal, Hebrew University of Jerusalem

Professor Denis Galligan, University of Oxford

and member of the board of directors of the

Foundation for Law, Justice and Society

Professor Neil Gilbert, University of California,

Berkeley 

Mark Greenberg, director, Poverty and Prosperity

Program, Center for American Progress

Professor Anne-Marie Guillemard, University of

Paris

Professor Sven Hort, Sodertorn University

Dr Dalmer Hoskins, chief officer for strategic

planning of the US Social Security Administration 

Professor Desmond King, University of Oxford

Professor Jef van Langendonck, Catholic

University of Leuven, Belgium

Professor Ivar Lodemel, Oslo University College,

Norway

Professor Lawrence Mead, New York University

Professor Charles Mills, Northwestern University

Professor Charles Murray, American Enterprise

Institute

Professor Michael Opielka, University of Applied

Science, Jena

Professor Carole Pateman, University of

California, Los Angeles; and Cardiff University

Dr Amir Paz-Fuchs, Ono College of Law, Israel

Professor Raymond Plant, King’s College London

Professor Avia Spivak, Ben-Gurion University

Professor Robert Walker, University of Oxford

Professor John Veit-Wilson, Newcastle University

Professor Lucy Williams, Northeastern University

FLJ+S Amir Paz-Fuchs report/b:Layout 1  22/4/08  11:09  Page 16



FLJ+S Amir Paz-Fuchs report/b:Layout 1  22/4/08  11:09  Page 17



The Foundation for Law, Justice and Society

Wolfson College

Linton Road 

Oxford OX2 6UD

T . +44 (0)1865 284433 

F . +44 (0)1865 284434 

E . info@fljs.org

W . www.fljs.org

For further information please visit

our website at www.fljs.org 

or contact us at:

Amir Paz-Fuchs Amir Paz-Fuchs is programme

director for The Social Contract Revisited programme.

As a lawyer, he worked as the head of the Centre for

the Rights of the Unemployed, giving pro bono legal

counselling to unemployed Israelis and Palestinians in

matters of social security and labour rights. In 2006,

Amir finished his DPhil at Oxford, and his thesis 

will be published under the title, Welfare to Work:

Conditional Rights in Social Policy by Oxford

University Press in 2008. Amir currently teaches

labour law and jurisprudence at the Ono College 

of Law, Israel. He continues his pro bono work 

with several human rights organizations.

The Foundation 

The mission of the Foundation is to study, reflect 

on, and promote an understanding of the role that

law plays in society. This is achieved by identifying 

and analysing issues of contemporary interest and

importance. In doing so, it draws on the work of

scholars and researchers, and aims to make its work

easily accessible to practitioners and professionals,

whether in government, business, or the law.

The Social Contract Revisited

The aim of the Foundation's programme, The Social

Contract Revisited, is to establish the theoretical 

and institutional underpinnings that characterize the

reciprocal rights and obligations amongst citizens and

between the citizens and the state in modern liberal

society. Through publication of the findings of such

study, the Foundation will enrich both the theoretical

and the policy debate concerning some of the most

fundamental issues facing modern Western societies. 

FLJ+S Amir Paz-Fuchs report/b:Layout 1  22/4/08  11:09  Page 2




