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Outline 

ÅQuestion: How to rethink welfare policy in 
terms of promoting social welfare in general 
terms? 

 

1. Context 

2. Measurement of social welfare 

3. Policy and institutional options 

4. Systemic questions 



Context  

1. Facts 

2. Values 



Context: facts 

ÅSocietal angst 

ïLow trust in institutions  

ÅEurobarometer: political parties/national 
government/national parliament/social media/big 
companies/press/trade unions/EU/public 
administration/regional or local public 
authorities/TV/UN 

ïInequalities and stagnating living standards 

ïIdentity movements, anti-liberalism 



Survey USA 2017 (1041 respondents) 

 

6/8/2018 IPSP - Report 5 

Source: IPSP  
The Conversation 



Context: facts 

ÅGlobalization 

ïControl loss (econ + pol) but national variations 
are still possible 
 



Context: facts 

ÅGlobalization 

ïStress on redistribution (mobile factors) 



Context: facts 

ÅGlobalization 

ïLabor market disruptions 

ïMarket concentration, superstars 

Barkai 2015 De Loecker and Eeckhoudt 2018 



Context: facts 

ÅMounting challenges 

ïTech wave 

ïAgeing, health costs 

ïPublic and private debt 

ïMigrations 

ïEnvironment  



Context: values 

ÅEnd of Washington consensus, death of 
ideologies 

ÅInterest in equality of opportunity, mobility 

ÅRelational egalitarianism, governance 

ÅBeyond GDP, happiness wave 

 



Measurement of social welfare 

1. Outcomes vs opportunities 

2. Social relations 

3. Happiness vs preference-based indicators 

 



Measurement:  
outcomes vs opportunities 

ÅIOp empirical literature (after Roemer): selects 
variables depicting “circumstances” and 
examines association with outcomes 
(parametric or non-parametric) 

ÅChallenges: 
ïNot causal 

ïControversial:  
ÅContentious set of variables (lower bound?) 

ÅDubious morality (criticism by Anderson, Scheffler, 
Kanbur & Wagstaff, Mounk) 



Measurement:  
outcomes vs opportunities 

ÅProposal: 
ïYes, track association between circumstance variables and 

outcomes, but consider several subsets of variables (e.g., 
race, race+gender, race+gender+ parental education): 
proxy for problematic causal mechanisms 

ïEstimate max predictive value (method promoted by 
Brunori et al. SCW 2019 and used in 
www.equalchances.org) for each sample separately 

ïConstruct measures of IOp that allow for inequality 
aversion over outcomes (within types) 

ïInclude consideration of measures that are based on the 
idea of respecting people’s values (can incorporate 
libertarian features) 

 

http://www.equalchances.org/


Measurement: social relations 

ÅExisting approaches: 
ïSocial capital (Putnam, Jackson) 

ïSocial interactions (Durlauf, Akerlof) 

ïSocial status (happiness studies) 

ïJob quality (demanding, autonomy) 

ÅWhat is missing is how the quality of social 
relations (comprehensively measured) affects 
well-being: 
ïHow much weight in preferences 

ïHow constitutive of people they are 



Measurement: social relations 

ÅComprehensive measure of the quality of 
social relations: 
ïIndividual-centered  

ïCovering all spheres of interactions  

ïInclude power and status 

ÅWeight in preferences: stated preferences?  

ÅConstitutive:  
ïEvidence? Health consequences 

ïIf confirmed, great source of externalities 



Measurement: happiness 

ÅKey problems:  
ïComparability 
ÅEasterlin paradox 

ÅLatino effect (Marquez-Padilla & Alvarez EBull 2018) 

ÅWeak correlation with other multidimensional measures 
(Decancq & Neumann Handbook chapter 2016) 

ïFairness (opportunities, resources, preferences…) 

ÅBut not pure noise!  

ÅShould we find ways to clean the data, or 
improve the questions? 



 



Measurement: happiness 

ÅClean the data: 

ïIdentify systematic shifts in scale use 

ïAlso check for differences in understanding 

ïThis can be done by specific surveys and then 
applied to data sets 

ÅImprove the questions: 

ïClarity (time frame, scope of question) 

ïScale determination (vignettes?) 

 



Measurement: happiness 

ÅThe fairness challenge (Decancq et al. 2015):  

ïSuppose Pareto 

ïAnd comparison by income when other 
dimensions are at “normal” level 

ïThen equivalent income is the correct measure for 
interpersonal comparisons 

QoL 

income 

normal 

Equivalent 
income 



Taking stock 

ÅUncover and track determinants of outcomes 
rather than pretend to estimate opportunities 

ÅInvest on the quality of social relations 

ÅClean or refine SWB 

ÅInvest in fairness and preference-based 
approaches 



Policies 

1. Rescue the losers 

2. Prepare the players 

3. Change the rules of the game 



Policies: Rescue the losers 
(post-market redistribution) 

ÅUniversal programs: better coverage, larger 
support 

ÅBasic income: =inverting the timing of taxes 
and subsidies --> more secure 

ÅRespect freedom (low marginal tax rate on 
low income? Fleurbaey-Maniquet JEL 2018) 



Policies: Prepare the players 
(pre-market predistribution) 

ÅEducation: 

ïSelect, train and reward teachers at their social 
value (compare with home care) 

ïTransition toward lifelong education system due to 
quick technical change 

ÅInheritance: 

ï(Atkinson) move toward a recipient tax: there is 
nothing wrong about leaving a large bequest, but 
it is unfair to receive a large one 



Policies: Changing the rules of the game 
(in-market predistribution) 

ÅPromote competition 

ÅPromote productivity via minimum wage 

ÅPromote democratic organization (esp. firms) 

ÅDirecting technological innovation (slow down? 
Excessive risk and obsolescence) 

ÅCurb/tax social and environmental externalities 

ÅTax rents (market power, capital gains, CEO pay, legal 
and banking services, male bonus) 

ÅReform electoral system and consultation procedures 
(funding, lobbying, media, voting rules) 



Impacts on well-being indicators 

ÅBreak problematic associations with race, 
gender, parental wealth/education/ 
occupation  

ÅImprove quality of social relations, both at 
home, in neighborhoods, and at work 

ÅEnhance subjective well-being  

ÅReduce inequalities in equivalent income 

ÅRestore trust in institutions, increase control 



Systemic questions 

1. Scandinavian model revisited 

2. Capitalism ended? 

3. Globalization barrier? 



All in Scandinavia? 

ÅScandinavian model:  
ïcentral bargaining  
ïwage compression  
ïuniversal programs  
ïflexicurity 

ÅWhat about a decentralized social-democratic 
model:  
ïdecentralized bargaining (democratic organizations)  
ïminimum wage  
ïuniversal programs  
ïflexicurity 



The end of capitalism? 

ÅMarket economy: curb commodification 
ÅFinance: tame rent-seeking 
ÅLabor subordination: real bone of contention 
ïAnachronism in the democratic age 
ïAssociated with cost-externalizing model 
ïAssociated with treatment of labor as cost 
ïLinked with low trust and low productivity 
ïUnavoidable without regulation (democracy is a public 

good, labor contract is like vote selling) 

ÅProduction partnerships would be very different  
and not so different 



Globalization barrier? 

ÅPressure on redistribution 
ïFight tax evasion 

ïCEOs? Democratic institutions attract better 
leaders 

ÅPressure on capital control 
ïScandinavia partly debunks that 

ïBasic condition is to provide good returns 

ïDemocratic firms, even more than family firms, 
are immune to LBOs 
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