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WELFARE STATE AND INSTTTUTIONAL COMPLEMENTARITY:

FROM NORTH TO SOUTH
Robert Boyer

Abstract

The rolling back of welfare benefits in mature emomes in the North
on one side, and the construction of genuine fasfnsocial security
in emerging economies in the South on the otheis Tdoks like a

paradox, difficult to explain by “one size fits "allype theorizing.

Nevertheless, it can be overcome by combiningucttral definition

of welfare systems along a comparative historicalysis of their

emergence. Since social protection is at the iatdéian of three
spheres- domestic, economic and political- it isbedded into a
significant diversity of configurations across sdi®s and epochs.
Their viability is up to the coherence of the atebiures organizing
these spheres. Revisiting their emergence in thehNdelivers a

common and general result: any welfare system Hss @ be

compatible, or still better complementary, with dab market

institutions, the financing by tax or/and socialntdutions and

finally with the national production and innovatiegistem. Examples
of both successes and failures are given when asizihg previous
research on Nordic countries, continental Europ laatin America,

including Brazil and China.






Introduction

The present session is exploring the evolving \&laed principles of social policy and
proposes seven key questions for discussion, artteeng the following “What were the
major institutions, actors and scope of social gaot the institutional arrangements for
economic and social development in the Global Nevtten they started building welfare
states? How different are these arrangements inGlebal South where the new welfare
states are in the making?This paper deals with this issue, building upoa tasults of a
research program devoted first to the understandinghe long run transformations of
institutional architectures in mature capitalisrmsl ghen the elaboration of concepts and
methods required to explain why contemporary ecoesndisplay a limited number of
configurations.

The first step provides the theoretical backgroand applies it to the nature and organization
of welfare states: they are the outcome of quitenglex articulations between various
spheres, thus potentially they are quite diversd. tBeir number is limited because all its
components have to be complementary, or at leaspatble (I). These tools are then used to
detect possible regularities and common principiethe emergence, maturing and crises of
welfare since the XIX century in Europe, with a special emphasis upordicsocieties. A
second type of complementarity appears: the weldgstem has to cope with most other
institutional forms (ll). Finally it is argued théhe most successful welfare innovations in the
contemporary South do implement a form or anotiecomplementarity between various
objectives, for instance concerning anti-povertgttdr education and access to basic health
service. The Brazilian and Chinese experiencesaaadyzed accordingly (lll). A short
conclusion wraps up the main teachings of thisesurv

| - ATHEORETICAL BACKGROUND

What kind of entity do welfare states represent@ ey organizations or institutions? Can
they be replaced by private contracts and govelnyetharket forces? What configurations
have proven to be viable and resilient in the lamg? Do they exhibit common features that
emerging welfare states should comply with?

I.1 — The intrinsic complexity of welfare states

Scholars have long ago recognized the complexitthefWelfare State as a social construct
produced through a long historical process thatdeas the emergence of salaried work and
labor markets as a key component of a market ecgnSimultaneously, the rise of industrial
capitalism has transformed the nature of familydtire, from an agrarian base to an
industrial and urban configuration. Last but natste the economic crises and social conflicts
have put at the forefront the issue of the secuwifityworkers facing the new risks associated to
the process of industrialization. In a sense, alféfe States derive from the conjunction of
thesethree elementsthe responsibility of thdirms concerning some industrial risks, the
persisting role ofamily structures in providing some solidarity among merspand finally a
political recognition of someocial rights Therefore, the structure of welfare can be aralyz
through the lenses of structuralist theory (Thét&97:214). Then, each social protection



system (S) is represented by the equivalent of l@aeaule combining the economic sphere (E),
the political sphere (P), and the domestic spHey€Rigure 1).

Figure 1 — A conceptualization of welfare
[ 1 | Con-substantial
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Source: Théret B. (1997: 214) .

[.2 — A multiplicity of configurations

The structural relationship between these thremeis can be analyzed according to the
intensity of the links and the nature of the caiis&lom one sphere to another. The existing
welfare systems can be thus easily mapped intonaige taxonomy, given the numerous
information available from a large number of inegtanal comparisons (Flora, 1986; Esping-
Andersen, 1990; Bonoli, Palier, 1995; Greve, 19djer, 1998). Bruno Théret has proposed
the taxonomy summarized by Figure 2. Its meribigptovide a more detailed analysis than
previous ones. For instance, the American and &seasystems that are frequently put into
the same category considering the weak interventibrsociety wide solidarity, can be
distinguished. In the American case, the econoouelof the firm is redesigning the role of
the domestic sphere and imposing for example ardkpee of social benefits from the
competitiveness of the firm. In the Japanese cardigpn, the firm has to take into account a
significant fraction of the social welfare, as riggd by the family structure. The first can be
labeled as a liberal-individualist welfare, wheretiee second would be liberal but
paternalistic.

Similarly, the German and Swedish systems appé@reit: family policy is the outcome of
a meritocratic welfare in Germany, whereas in Sweaenuch more universal conception is
developed by imposing to the firm strong constsaiabout the nature of gender relations.
There are still other configurations such as théa clientelist welfare or the universal but
minimalist British welfare. Still other configuratis may exist: France could well belong to a
hybridization of the German meritocratic welfare tbe majority of social risks, along with
the Swedish universalist welfare for the familyineg. The core issue is thus the viability of
each of these configurations, facing the same ehgdls represented by the new technologies,
internationalization and the pressures of some polweterest groups in favor of market
competition for the supply of welfare.



Figure 2 — There is no canonical configurationvietfare State
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Source: Théret B. (1997: 214).



What might explain this diversity? Are existing veee systems the outcome of simple
combinations of independent components or do thHegter around a limited number of
configurations? Do the viable welfare systems dateewith specific socio-economic regimes
or are they relatively independent?

1.3 - How do complex systems cohere? The complemen tarity
hypothesis.

This is one of the key issues investigated by aoptaary research in institutional economics
and many hypotheses and theories have been puarbrn@rganizations and institutional
architectures are for instance supposed to minirtraesaction costs or alternatively they
could be the outcome of fully rational individuatagegies in search for an optimum and so
on. Another avenue is explored here, following aalthrough by theorists who tried to
understand why modern productive organizations db exhibit any continuum but are
clustering around a very limited number of confafions (Milgrom & Roberts, 1990). Under
the name olkupermodularitythey point out the hypothesis ocbmplementaritycombining
two managerial devices deliver better outcomes tharsimple adding of their performance
when used separately. It has to be distinguishmd & series of related concepts. From mere
compatibilityif no extra benefits are reaped or from lierarchical dominatiorof one entity
over another one. What are the processes that n@gttto such configurations? Selection
and learning are two mechanisms involved in thewaution of organizations, institutions,
economic and social policies (Insertl).

Insert 1: Four mechanisms

1. Complementarity:
Two elements E and E’ are said to be complemenitatye performance R of the
conjunction of E and E’is superior to any othekmi elements i.e. R(E,E’) > R(E,A) A
#E and R(E,E')>R(B,EYIB=#E.

2. Compatibility. this second notion is frequently confused with fiinst one...but it should
not! Actually E and E’ are compatible if they camjbintly observed in existing economies
and societies, i.e. B E'# [ .

3. Hierarchy: This is a third relation between entities, with implication of causality from
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