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SUMMARY

The main focus of this issue of RCCS Annual Review is the economy and economic
theory. Four of the articles included here discuss topics that are of interest to the
debate on economic policies, social costs and state-market relations in the context of
the current global crisis. This issue of the journal also includes two articles on social
vulnerability to disasters and one article on the promotion of women’s participation in
politics in Portugal.
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Rosa Monteiro
Center for Social Studies and Miguel Torga Higher Institute, Coimbra, Portugal

The Quota Policy in Portugal: The Role of Political Parties and State Feminism *
The so-called Parity Act was an important milestone in the promotion of gender equality in
Portugal, due, amongst other things, to its impact upon an electoral system that the inertia of the
party political system had been unable to change. Analyses of the appearance of quota policies in
Portugal have not generally considered the role played by the main official body for equality, the
Commission for Citizenship and Gender Equality, and its networks. However, as Mona Lena Krook
has pointed out, efforts to increase the number of women in political office have rarely occurred
without the mobilization of women. This paper adopts the state feminism approach to explore
the Commission’s decisive role in presenting feminist claims before the state (a role that has been
systematically ignored), focusing on the way this body as well as the women’s associations related
to it have contributed to promote women’s participation in politics in Portugal.
Keywords: Parity Act; gender quota policy; Commission for Citizenship and Gender Equality; equal
rights; women and politics; Portugal.

Introduction
In Portugal, the question of women’s participation in politics achieved a significant
breakthrough in 2006 with the passing of the so-called Parity Act (Organic Law no. 3, 21
August), which established a minimum representation of 33% of each sex in the electoral
lists for the national Parliament, the European Parliament and local government. Besides
representing a landmark in the promotion of gender equality, this law is also relevant for
promoting change in an electoral system that has remained largely unaltered due to the
inertia of established interests.
In addition to discussing the significance of the Parity Act, this article seeks to understand
the complexity of its production, since analyses generally focus on the outcome and present
it as the direct result of the action of the Socialist Party. The concept of public policies on
which my analysis is based goes well beyond their common definition, as formulated, for
instance, by Mény and Thoenig: “the acts and non acts of public authorities regarding a
relevant issue in a certain field” (apud Dormagen & Mouchard, 2007: 230). Based on a crosspollination approach (Clemens, 2005; Walker, 2005) that links the study of social movements
and neo-institutional theories – the paradigm of the political process (McAdam, McCarthy &
Zald, 1996; Snow, 2004; Tarrow, 1998) – I follow the assumption that equality policies are
not merely unilateral products, but rather the result of a complex, dynamic relationship of
* Article published in RCCS 92 (March 2011).
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strategic and institutional factors and of a combination of multidimensional actors. Also in
line with new definitions of public policies, which recognise the role of several actors and
their networks (Peters & Pierre, 2006), I consider the Parity Act as a deferred product of old
demands, although resulting directly from proposals by the Socialist Party led by José
Socrates. This approach seeks to understand processes and how they evolve from a chain of
actions, although it evades the limitations of sequential analyses (Cobb e Elder, 1972; Jones,
1970). According to Sarmento (2001), the new approaches to the analysis of policies explore
and interpret also the various concepts, meanings and interpretative frameworks involved in
political debates and outcomes (cf. Lombardo et al., 2009).
Thus, my aim is to analyse the 2006 Parity Act as the culmination of over 30 years of
demands by the representatives of Portuguese women in the official body for equality, the
Commission for Citizenship and Gender Equality, and in women’s and feminist movements,
particularly in women’s departments of left wing parties. Adopting a state feminist approach
(McBride e Mazur, 1995; 2005), I explore the Commission’s decisive role in presenting
feminist claims before the state. Given that its role has been systematically ignored, I intend
to stress and explain its participation in the discussion of the parity agenda in Portugal, in
connection with the action of the political parties and women’s movements, which has been
given more attention (Baum & Espírito-Santo, 2010; Freire & Baum, 2001; Jiménez, 2002;
Tavares, 2008).
The current Commission for Citizenship and Gender Equality (hereafter Commission) was
established in 2000 (Decree-Law 164, of 3 May), succeeding the previous Commission for
Equality and Women’s Rights (CIDM, created in 1991) and the Commission on the Status of
Women (CCF, created in 1977). Despite the name changes and reforms, it has been the
longest lived official body for equality in Portugal, and several women’s networks and
“cooperative constellations” (Holli, 2008)1 have been established under its wing to campaign
for the creation and implementation of equality policies.2

1

A concept introduced by Anne Marie Holli to define “any kind of actual co-operation initiated or accomplished
by one or several groups of women in a policy process to further their aims or achieve goals perceived as
important to them” (169). It is “an umbrella term” that includes the concept of feminist triangles.
2
Since its beginnings in the 1970s, the Commission has had an advisory body, the Advisory Council, consisting
of two sections – the Interministerial Section and the NGO Section. This board has been an important site of
political institutionalization and articulation for the fragile women’s movements and women’s departments of
political parties, which have little or no power within party structures.
4
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The state feminist approach studies the role played by official bodies in interconnection
with women's movements in representing women’s interests, in both descriptive and
substantive terms, by promoting certain political agendas and demands (McBride & Mazur,
2010: 11). In order to understand the effectiveness of this interconnection, we need to take
into account several variables that include not only the features of the official bodies, the
prevailing strategies of the movements and their united support of a certain agenda, but
also, and more importantly, the characteristics of the socio-political environment,
particularly the structures of political opportunities, such as openness and the existence of
consultative practices, the shifts in government and the attitudes of the major political
parties, among others. Using Kitschelt’s typology (1986), in the course of more than 30 years
of democracy, the Portuguese socio-political system has provided input structures that are
relatively closed to gender equality issues and weak output structures (Monteiro, 2011). It
has also been diagnosed as a highly centralised and institutionalist democratic system,
dominated by parties that are also highly centralised, consisting of educated urban elites
with very weak social roots. The parties are more mobilized by cooperation to ensure the
conditions for “governability” than in a pluralistic politics, open to new projects and social
actors (Aguiar, 1987; Ferreira, 2011; Freire and Baum, 2001; Jalali, 2007). It is thus a dualistic
and elitist society, with a weak and incipient civil society, and still marked by enduring
institutional legacies from the period prior to the democratic revolution of 1974 (Aguiar,
1987; Santos, 1984).
The analysis presented here is the result of a broader research study on state feminism in
Portugal,3 based on a qualitative case study of the Commission and its networks. The
empirical work was undertaken between 2008 and 2009, and involved 53 semi-structured
interviews with present and former officials, presidents and directors of the Commission,
government officials connected to it, leaders of women’s associations and gender experts, as
well as analysis of archive material (minutes and various documents), legislation, reports,
publications and press articles.

3

This study, conducted in the context of the PhD program in Sociology of the State, Law and Administration, at
the School of Economics and the Center for Social Studies at the University of Coimbra, was funded by the
Portuguese Foundation for Science and Technology, and led to a dissertation entitled “State Feminism in
Portugal: Mechanisms, Strategies, Policies and Metamorphoses” (2011) and to the publication of A emergência
do feminismo de estado em Portugal [The Emergence of State Feminism in Portugal] (CIG, 2010).
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This article begins by discussing the Parity Act and its significance within the Portuguese
context, as well as some of its main limitations and challenges. Then, it reconstructs the
trajectory of this political agenda, focussing on its main protagonists and their motives. The
analysis foregrounds the Commission’s involvement in this cause, taking into account the
socio-political context and its political opportunity structures. The participation of the
Commission and its networks in the parity agenda will be classified according to a typology
that includes four categories: insider, marginal, formative and absent (Monteiro, 2011).

The Parity Act: Content and Significance
Unlike the very slight difference in electoral participation, the difference in terms of
participation in political decision-making is perhaps the most obvious illustration of the
enduring inequality between women and men in Portugal. The electoral participation of
Portuguese women increased between the 1980s and 2002, and today there are no
significant differences between the percentages of men and women who exercise their right
to vote (Baum & Espírito-Santo, 2004). However, according to data from 2010, Portugal is
ranked 19th in the world in terms of women in ministerial positions, and 31 st in terms of
women represented in the national parliament. There has never been a woman president,
and only one was appointed prime minister (for 6 months only, between July 1979 and
January 1980). The level of female representation in government between 1991 and 2009
only reached a peak (20%) in 2002. There were 23 women in parliament in 1979 (8.3%) and
64 in 2009 (27.8%); in local government, women represented only 7.5% of the mayors in
2009, mostly in municipalities ruled by the Socialist Party (PS); and in the European
parliament, also in 2009, 36% of the Portuguese representatives were women (SIIC, 2010).
Before the passing of the Parity Act, the Social Democratic Party (PSD) and the
Democratic and Social Centre (CDS) were the political parties that had the lowest percentage
of women representatives in parliament (8.3%), in striking contrast to the Left Bloc (BE), with
50%, the Socialist Party (PS), with 28.9%, and the Communist Party (PCP), with 21.4%. In
spite of the Act, in the 2009-11 legislature none of the parties reached the quota of 33%,
except the BE (which, however, reduced it to 43.8%), although there was a greater balance
among the parties. In the 2011 legislative elections, the overall rate of women elected
dropped to 26.5%, with the left-wing coalition CDU (Democratic Unity Coalition) presenting
the lowest proportion of women (18%) and BE the highest, with 50%; the percentage for the
6
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CDS was 20.8%, the PSD 28.7%, and the PS 24.3%. The drop in the number of women elected
by the PS is rather disappointing, given this party’s historical role in promoting the Parity Act.
These results are a good illustration of the hostility of the longest-lived parties in the
Portuguese political system to women’s representation, and point to the weaknesses of the
law.
As in other countries, the debate on and the promotion of women’s political
representation has taken place mainly on the left of the political spectrum.4 According to
Martins and Teixeira (2005), until 2005 the PCP and the PS were the parties that had
invested the most in the feminization of their ranks, and the BE (created in 1999) was the
most progressive on this issue. Overall, the representation of women is still far below parity,
which is explained by the selection and recruitment strategies of the political parties
(Martins & Teixeira, 2005). This also explains why the slight increase in the number of
women in electoral lists has not been translated into an actual increase in elected female
representatives, since they are usually placed by the “party selectorate” in positions that
have little or no chance of winning seats in parliament, meaning that the nominations are
more symbolic or instrumental than effective. Between 1991 and 2002 the percentage of
women in electable positions was 15% and in non-electable positions 22.4% (Martins &
Teixeira, 2005: 259). According to Martins and Teixeira, the problem of women’s
participation in political life, particularly in the political parties, is on the demand side, and
“the organizational culture prevalent in the parties is a major factor affecting the process of
equalization of opportunities for access to power and decision-making” (idem: 77).
Changing the situation of women’s exclusion, which is a direct consequence of the intraparty recruitment processes, has depended on the will and action of the parties, since it is up
to them to change the recruitment criteria and propose legislation that regulates party
practices. Mona Lena Krook mentions that “the adoption and implementation of quotas
sheds light on the recruitment practices of political elites, indicating that political actors and
dynamics, not vague forces of development, are the central factor in the production or
reduction of inequalities in representation” (2009: 5). In Portugal, however, since the postrevolutionary period (1974), the electoral system has not been the object of amendments or
reviews due in large part to a certain inertia of the main parties and established interests

4

An exception is the Communist Party, which has maintained a persistent opposition to the adoption of quotas.
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(Jalali, 2007). The electoral system that emerged after the revolution, even before the 1976
Constitution, is a system of proportional representation5 that uses the D'Hondt method for
allocating seats, involving 22 electoral districts. It therefore preceded the institutional
configuration of the democratic system (Jalali, 2007), and its main goal was to preserve a
then fragile democracy and political stability. It did so by avoiding single party majorities and
the possibility of small parties from the radical left coming to power (as feared at the time by
the ruling parties in the political centre). For this reason, Sá argues that this electoral system
“is based on the interests of the more powerful parties” (apud Jalali, 2007: 274), and its
maintenance is essential to their own survival.
The so-called Parity Law establishes that “the lists for the National Parliament, the
European Parliament and local government have to ensure a minimum representation of
33% of each sex.” It also establishes the so-called zipper system, which means that the
parties cannot place more than two candidates of the same sex in the lists consecutively (the
dominant view was that at least 1 candidate in 3 had to be a woman).
In 2009 the Socialist Party was awarded the Gender Equality Prize by the Council of
Europe for proposing this bill. The PS was, in fact, the first party to hold debates and launch
parliamentary initiatives on this issue (in 1981, 1998, 2000 and 2006), and had established
an internal quota of 25% in 1999 (created in 1988 but only implemented in 1999), after
proposals to extend the quota system to the entire political spectrum had failed.
Thus, according to Krook’s typology (2009), Portugal has two kinds of quota policies: the
system of “party quotas,” voluntarily implemented by the PS in 1999 and the most common
system in the world; and the system of “legislative quotas” imposed on all parties by the
Parity Law, which is the most recent type of policy worldwide, appearing first in the 1990s.
The extent and impact of the latter is much greater, involving reforms in electoral and
constitutional laws, a certain degree of consensus among different parties, changes in the
legal language, and sanctions for non-compliance. The greatest impact occurs in electoral
systems that use proportional representation with closed lists and high district magnitudes
(Krook, 2009: 8-12), as is the case of Portugal (Jalali, 2007). The policy of legislative quotas is
also facilitated in cases where the constitutional law in force recognises the possibility of
positive action policies (as was the case in Portugal after the 1997 Constitutional Review),
5

A necessary condition for an effective quota system.
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without which opponents can claim unconstitutionality (Valiente, 2005). As is the trend with
this type of quota policy, Portuguese law adopted a neutral language and does not explicitly
refer to women, but rather to “33.3% minimum representation of each sex in the lists,”
although it goes beyond the vague statement of “facilitating access” to stipulate how
candidates should be placed on the lists.
Thus, Portuguese legislation in this area followed the international trend towards a
strategy of legislative quotas (Krook, 2009; Squires, 2007), which had been recommended by
the Beijing Platform for Action, and implemented by several states in the 1990s. The Beijing
Platform advised member states to take steps to “ensure women’s equal access and full
participation in power structures” and “to increase women’s capacity to participate in
decision-making and leadership” (Krook, 2009: 3). One sign of this shift to a strategy of
quotas as a post-Beijing trend – termed a worldwide “quota fever” by some authors (Squires,
2007: 10) – is the fact that, in the 1990s alone, quota systems were adopted by more than
50 countries (Krook 2009: 4). However, the UN was not alone in calling for the adoption of
positive action policies; in fact, in the same decade, organisations such as the Socialist
International, the Council of Europe, the European Union, and the African Union, among
others, recommended at least 30% representation for women in all political bodies (Krook,
2009: 10). The fact that quota systems emerged in many countries during the same period
reveals the importance of international influence in the internal adoption of quota policies.
Although they may have been nuanced by the action of domestic “entrepreneurs” or
“change agents” (Börzel & Risse, 2003), they are a “global phenomenon” (Krook, 2009: 26).
The aspect that has generated the most criticism with regard to the adoption of this
policy model in Portugal concerns the concept of parity that underlies it, which is considered
limited by most of the individuals I interviewed because it is restricted to a “quota of 33%,”
and the law is “more a quota law than a parity law,” as one interviewee put it. This
dissonance, which has remained in law, was discussed in the 1997-98 debate in connection
with the bill presented by the PS,6 as the following protest by the Commission and 40 of the
NGOs represented in its Advisory Council illustrates:
For more than twenty years of joint activity, the NGOs promoting Women's Rights represented
on the Advisory Council of the Commission for Equality and the Rights of Women have
6

The bill proposed a quota of 33%, but an interim target of 25% in the first election after the law came into
force.
9

RCCS Annual Review, 4, October 2012

The Quota Policy in Portugal

continuously worked with a view to increasing women's political participation. However, they
have met with a discourse of political intentions which, despite being almost always in favour
of this objective, has never been translated into significant changes in the status quo. Thus, the
legislative initiative of the Government introduces a qualitative change in the political
treatment of this matter that we welcome [...].
Reaffirming its unanimous agreement with the concept of parity as defined by the Council of
Europe, the NGOs for the Defence of Women's Rights consider that the bill serves this concept
only partially. In fact it is essentially a palliative measure for the under-representation of
women, as if political power […] was divided between its guilty conscience as a privileged actor
in the system, on one hand, and the dominant prejudices, on the other. [...]
On this matter, the NGOs for the Defence of Women's Rights express their great perplexity [...]
and draw attention to the fact that using an established term such as “Parity Democracy” and
giving it a wrong meaning does not help the general debate in society concerning the
improvement of democracy. (DAR 41S, 4.3.1999; emphasis added)

In these words we find not only complaints and protests concerning a “wrong” and “limited”
concept of parity, but also proof of the alliance and cohesion of the Commission and the
women’s movements represented on its Advisory Council in the promotion of this agenda.
As the press reported in 2009 (a year in which three elections took place – legislative,
municipal and European – therefore providing an “acid test” for the Act), it was particularly
difficult to comply with the Parity Act in local elections, where all the parties violated it to
some degree, subjecting themselves to the penalties prescribed by the law (newspaper
Público, 12.09.2009). Although the features of party campaigns changed that year, the fact is
the law was not enough to make significant changes in the composition of the major
branches of power (SIIC, 2010). Some of the assessments of the impact of the law highlight
its limitations and the way it was conveniently used as an instrument by parties. Indeed, on
the one hand, the fact that most women were placed third in the lists meant that they were
running for lesser positions and had fewer chances of being elected; on the other hand, the
fact that the law is silent on the possibility of female candidates renouncing their mandate
after being elected and being replaced by men opens the door to questionable behaviours.
Still, as Maria Helena Santos points out (2010), there was a generalized optimism about the
effects of the Parity Act, and the rate achieved in 2009 (27.8%) was viewed as evidence of its
impact.

The Commission’s Formative Role in the Promotion of Parity
In analysing the emergence of quota policies in Portugal, the role of the Commission and its
networks has by and large been ignored. Michael Baum and Ana Espírito-Santo (2010), for

10
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example, explore the action of four main types of actors – civil society (the mass media and
opinion makers), state actors (political parties 7 and the President), international and
transnational actors (transnational parties and European and international organisations),
and the political context (public opinion and the electoral system). One of their conclusions
is that, in the 2006 debate, the media was far more favourable to the subject, which was
strategically presented as “parity” and not “quotas.” They also highlight the fact that public
opinion was generally more favourable to the introduction of quotas in 2006. They consider
that the role of NGOs was not crucial to the debate, presenting the Socialist Party and its
elites as a decisive factor. Therefore, they do not explore the role of the activists in the
Commission or those connected to it in the development of this political agenda before the
2006 Act, including the women´s lobby for the internal quota system within the PS.
As Mona Lena Krook argues (2009: 21), efforts to increase the number of women in
political positions rarely occur without the mobilisation of women. She acknowledges that
women’s proposals are often only considered when a well placed male leader embraces a
cause and promotes it within the party, but reminds us that it is vital that women exert
pressure (inside or outside the party or the state) to ensure that steps will be duly be taken.
For this reason, she also claims that the role of women’s movements and equality bodies in
this kind of agenda is much more complex than in other matters, and the outcome of their
action is sometimes delayed – on the one hand, they are upstaged by the party and its male
leaders, who present the ideas and proposals, and on the other hand, it is only when those
leaders reach positions of power that the previous work translates into political results. This
is exactly what happened in Portugal, where the Commission and its networks have
systematically been forgotten in the achievements associated with this agenda. They have
had what I call a formative role, and their work has been persistent since the 1980s but its
impact has by and large remained unacknowledged (Monteiro, 2011).
The parity agenda received special media coverage only after the 1998 debate, and this
was reflected in the small increase in the rate of feminization of parliamentary
representation of all parties (Jiménez, 2002, 2009; Martins & Teixeira, 2005). However, the
fact remains that the demand for women’s participation in decision-making structures began

7

The inclusion of political parties in the category of state actors is debatable, and does not follow Krook’s
proposal, which places them in the category of civil society actors (Krook, 2009: 29). It should be noted that
Krook includes official equality bodies in the category of state actors to be studied in “quota campaigns.”
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long before this. There were significant initiatives in the 1980s and even before that, due in
particular to the action of women linked to the Commission, the NGOs and political parties
represented on its Advisory Council. For example, in 1988 the Commission launched a
debate on positive action policies, assuming a decisive role in the internal promotion of this
kind of equality policy, which was being pursued in other countries. In the same year, it
proposed to include positive actions in the constitutional review, although without success.
The amount of work done cannot thus be ignored, even if those women and institutions
did not participate directly in all the debates and in producing legislation (with the exception
of the 1997-98 debate), but the effects of their work have been slow to surface. The struggle
for gender parity in political participation was conducted by women who moved between
the Commission, the NGOs and especially the Socialist Party (women of “multiple
belongings,”8 as I call them), as the interviews make clear:
It [the parity agenda in the Commission] was quite consensual, because it was something
discussed in work groups since 91/92. We had been working on it since the 1980s, and
therefore, when the first bill was presented in Parliament, we had already put in some years of
work in that area; all those things had been done, seminars, local government meetings, parity
parliament [...]
[...] The hearings in parliament, what we said in the hearings, the work that was done, the
work that women did in political parties. (Interview with former representative of women's
associations and member of a women’s department of a political party; April 2008)

One of the reasons that explains the invisibility of the contribution of state feminism to
the parity agenda is the fact most of the important proposals were generally presented by
male leaders within the parties, as mentioned before, therefore hiding the influence of
women and their networks, which for the most part have little public visibility.
I believe that another factor has also contributed to the invisibility of female influence in
this matter: the weak power of women’s departments in political parties in Portugal. A
comparison with Spain may be relevant in this regard. In the Spanish PSOE, femocrats from
the Instituto de la Mujer held powerful positions within the party, and their voices were
heard and acknowledged, leading analysts to speak of a strong “party feminism” (Arnedo,
2009; Threlfall, 2009; Valiente, 2005). By contrast, in the Portuguese PS no president of its
8

Several women linked to the Commission provide examples of what I call “multiple belongings,” as they were
simultaneously Commission officials, members of women's associations, and members of women’s
departments in political parties represented on the Commission’s Advisory Council. One of the most prominent
cases was Alzira Lemos, the women's representative of the Socialist Party in the Advisory Council, an official of
the Commission for a time, and the founder and director of a women’s association related to issues of parity
(Intervenção Feminina).
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women’s department has ever held any major political office, and even the chairs of the
parliamentary committees for equality were not very powerful figures within the party
(Teresa Ambrósio, Julieta Sampaio, Rosário Carneiro). Unlike the Spanish PSOE, the PS
women’s department was never very strong, and was actually maintained because of a
requirement of the Socialist International, as some of my interviewees told me. Although in
both countries there were strong links between femocrats and women within the party, in
Portugal these alliances were forged among “the excluded,” whereas in Spain powerful
women like Carlota Bustelo created strong alliances and channels of influence within the
PSOE. In Portugal, PS women appear to have had a decisive space for militancy in the
Commission, the Advisory Council and the NGOs created around it, as is the case with Maria
Alzira Lemos and Ana Coucello. This supports the argument about the weakness of women’s
departments within parties, and shows that it is not the fact of belonging to one that gives
women greater political power within Portuguese parties (Jiménez, 2009), although this is
cited as an advantage in other countries (Lovenduski, 1993).
Having explained the reasons for women’s invisibility, or low visibility, I will now
demonstrate how the Commission had a fundamental formative role in the advancement of
gender parity. In fact, from early on, through conferences, debates, publications and other
activities, it sought to re-signify, reinterpret and change the values and practices of society
and the state. The agenda of “parity democracy” was identified in the interviews as the most
consensual agenda within the Commission and the NGO Section of its Advisory Council, and
the one most systematically pursued by the Commission. Although this didn’t produce
immediate political results, it contributed greatly to the adoption of the legislation that we
now have and to a greater social awareness of the need for intervention in this area. The
Commission, with its women’s cooperative constellations, particularly those linked to the
political parties, was the epicentre of the demands for parity democracy in Portugal.
When I speak of the Commission’s formative action, I am referring to those causes for
which it fought most persistently by educating and raising the awareness of society and
political actors, through language and reinterpretation conveyed essentially by means of
conferences, debates and publications, whose political impact is deferred in time (Monteiro,
2011). This kind of work falls under the category of what Beckwith (2007: 327) calls
discursive politics, based on “a reiteration of women’s political standing and an effort to shift
the universe of political discourse.”
13
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What did this formative action consist of? My analysis revealed two types of strategies
used by the Commission to promote the equal participation of women and men in politics:
one involved the production and dissemination of information on the subject; the other was
based on networking and the development of cooperative constellations, and its epicentre
was the NGO Section of the Advisory Council.
The number of publications of the Commission on the subject of gender equality in
political participation was significant, amounting to about 15 titles. The seminars and
meetings, attended by representatives of parties, were also important forums for presenting
issues concerning parity democracy and positive action policies, and for transposing
international laws and recommendations into national legislation. Thus, through these
initiatives, the women of the Commission assumed the role of “norm entrepreneurs” (Börzel
& Risse, 2003). As early as 1987-88, for instance, the Commission proposed, unsuccessfully,
to include recognition of positive action in the constitutional review, something that would
only happen in 1997.9 It should be emphasised that several women from the Commission
and from some NGOs represented on the Advisory Council had a constant presence in
transnational feminist networks (the Council of Europe10 and the European Women’s Lobby,
for example), and this helped their work at the national level.
The strategy of networking and creating cooperative constellations was also used to
promote gender parity. Work on this topic began in the 1980s, at first within the
Commission and its Advisory Council, and then it became a widely shared agenda and a
priority. This might be explained by the fact that a significant number of representatives
from women’s departments of political parties sat on the Advisory Council,11 and this was
the main platform for mobilizing Portuguese women’s associations (Tavares, 2008). In fact,
four NGOs specifically dedicated to parity emerged from the Council in the 1980s and 1990s:
Intervenção Feminina (Women’s Intervention), Associação Convergência (Convergence
Association), Aliança para a Democracia Paritária (Alliance for Parity Democracy)12 and Rede
de Mulheres Autarcas Portuguesas – REMA (Network of Portuguese Women in Local
9

In the constitutional review of 1997, specifically in the discussion of Art. 109 (positive action), the
experts of the Commission were invited to a hearing with MPs, as were also representatives of the
Portuguese Association of Women Jurists and the Association of Socialist Women.
10
Regina Tavares da Silva (a Commission official), for example, was chair of the Council of Europe’s
Working Group on Parity Democracy (1991-93).
11
Excluded from participation after the restructuring of the Council in 2007.
12
Created by Commission officials and PS representatives.
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Government). In 1993, the NGO Section of the Advisory Council created the Working Group
for Parity Democracy, which became one of the most dynamic in the history of the
Commission. Its early initiatives were debates with representatives from the parties and
their women’s departments.
These networks called for reforms from parties and governments, and in 1997 demanded
that they comply with the newly revised Constitution with regard to positive action, since
this provided a political opportunities structure that the Commission wanted to take
advantage of.13 Although unsatisfactory, the Commission had for the first time a response
from the state to its agenda of women’s participation in political life, in the form of a bill
presented by the party in power, the PS, and it was heard in the 1997-98 discussions in
Parliament. However, according to McBride and Mazur’s typology (2005), the state’s
response falls into the category of co-optation,14 since, on the one hand, the bill did not
meet the desired “parity threshold” of 40% (Council of Europe) and, on the other hand, it
was rejected in Parliament.
Although women’s networks with links to the parties and Parliament constituted
important channels of influence for the Commission, this was not sufficient to ensure earlier
success for several reasons: Parliament and the parties are relatively closed political
opportunity structures for Portuguese state feminists, and the issue of political parity itself is
an area with a closed input structure, since the parties play a central role in its discussion
and definition (Lovenduski, 2005). Thus, the Parliamentary Committees on gender equality
issues as well as the development of networks with links to political parties are the means
used by official equality bodies to establish points of access to those arenas. This was the
case with the introduction of positive action policies in 1997-98, for example, when the
Parliamentary Commission on Parity, Equal Opportunities and the Family held hearings on
this issue. However, in face of the results, it can be concluded that, despite their importance,
these informal alliances are “alliances of the excluded,” as I have called them, given the
13

The Commission had been trying to include positive action in the constitution since the late 1980s, as
mentioned above. It made another attempt in 1995, and this time the arguments used were based on
international developments and norms, in particular the Beijing World Conference Platform for Action (1995),
th
the Athens Declaration (approved by Parliament in 1993), the Charter of Rome (1996), the 4 Community
Action Programme on Equal Opportunities for Women and Men (1996-2000) and the Treaty of Amsterdam
(1997), which extended the commitments of states to combat discrimination.
14
When there is descriptive but not substantive representation in the policy-making process, i.e., when the
representatives of women participate in the process, but the result does not include or follow their proposals
(McBride & Mazur, 2005: 15).
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fragility and marginal nature of these “velvet triangles” (Woodward, 2003) vis-à-vis the
strong “iron” triangles represented by the parties.
In addition to creating networks, the Commission also invested intensely in processes of
socialisation/education for “parity democracy” involving both political party elites and
society at large, although the state responded first with co-optation (1997 to 1998), and then
with pre-emption (2006), which happens, according to McBride and Mazur, “when the state
gives policy satisfaction, but does not allow women, as individuals, groups or constituencies
into the process” (2005: 15).
Rejected until 2006, the policy of positive action or quotas, as we’ve seen, was introduced
into the dominant interpretative frames with difficulty. Portuguese society and the political
system did not support this policy given its controversial nature. Some sectors of the Left
considered it to be a liberal policy, since it does not eliminate class inequalities (as the PCP
argued), whilst meritocratic arguments prevailed on the right.

Final remarks
The parity agenda led the representatives of Portuguese women to confront a system and
actors that were in general not very open or favourable to their demands. The political
parties stand out in this respect, since the demands were addressed to them, given their
central position in the discussion of the policy area concerned.
In my study of state feminism in Portugal (Monteiro, 2011), I concluded, in fact, that in
terms of political opportunity structures, the parties and Parliament are very closed spaces
to the intervention of state feminist actors. This is because they are dominated by male
elites, decision-making is centralised and the women’s departments of political parties have
little power. I’ve also concluded that, in general, the Portuguese state is a centralist, elitist
and legalist state (Aguiar, 1987; Cardoso, 2000; Ferreira, 2011; Santos, 1993), which has
given the Commission and women’s issues essentially a marginal status, and therefore the
few advances achieved in terms of equality policies were fundamentally due to the informal
strategies of the experts of the Commission and its networks. They were the ones that
assumed the role of translators of international norms for the resisting or sceptical political
players at home.
In the absence of strong internal voices and external pressure, and given the weakness of
the women’s movements and the indifference to gender inequality that characterises
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Portuguese society in general (Ferreira, 2011), the parties have not felt any pressure to
legislate and act with urgency and assertiveness on equality issues. Indeed, in contrast to the
situation in Spain, in Portugal gender equality is not perceived by the parties as a votewinning asset, as Jiménez has noted (2002, 2009).
The parity agenda, and particularly the quota system, challenges the dominant status quo,
inevitably gendering the debate surrounding it, which is why it was so controversial and
received so much media attention in a society that is largely oblivious to gender inequality. It
calls for male power to be shared in parties and politics, gives visibility to the specific
situation of women in society and calls into question meritocratic arguments.
These aspects explain why it took over 30 years to achieve the first satisfactory political
outcome. But why did this happen in 2006? The shift in political alignments towards a
majority Socialist government (the 17th Constitutional Government, appointed in 2005)
provided a positive structure of political opportunities, confirming the generally held view
that swings to the left are more favourable to feminist claims (Lovenduski, 2007; McBride &
Mazur, 1995; Sawer, 2007; Valiente, 2007). Some studies have sought explanations for the
Socialist Party’s decision, suggesting reasons such as its ideological evolution, transnational
emulation, electoral rivalry with the new left party, the Left Bloc (BE), and the party’s
leadership (Baum & Espírito-Santo, 2010). The interviews I conducted point to another factor:
imitation of the PSOE example and Zapatero, which appear to have been models for the
then Prime Minister and PS leader José Socrates in these matters. In addition, the first
absolute majority obtained by the Socialist Party in 2005 (the first in the history of the PS)
was clearly a facilitating factor.
This protracted outcome also confirms Krook’s argument that the role of state feminism
in this kind of agenda is more complex than in other matters, has a deferred impact, and is
invisible. This is due to the strong role assumed by parties and their male leaders in the
presentation of proposals, and also to the fact that previous work only translates into results
when political allies reach positions of power. Unlike what some studies focused on the
Parity Act seem to suggest, in Portugal women’s mobilization for political representation in
connection with international developments preceded and was rather more systematic than
the action of the parties. Similarly to other studies that have stressed the importance of
women and their demands in the production of parity legislation (Lovenduski, 1993; Jiménez,
2002), my aim here was to give visibility to the action of the Commission and its women’s
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networks in lobbying for positive action measures, in raising the awareness of political and
social agents, and in translating international recommendations (Börzel & Risse, 2003). The
Commission’s formative action was decisive in the education and socialisation of political
agents and society in general. The participation of Commission officials and NGO and party
representatives in transnational advocacy networks, such as the Council of Europe, UNESCO,
the European Commission, the Beijing World Conference and the European Women’s Lobby,
among others, was crucial for their advocacy work at home.
The Commission assumed a strong formative role in the issue of parity, working intensely
and systematically for its advancement, and the women’s movements shared this agenda
and worked jointly for it within the NGO Section of the Advisory Council of the Commission
as well as within the parties. The main channel or structure for mobilization was thus
institutional (the Advisory Board), and the connection to the parties was often informal.
Despite these success-facilitating factors (the intense action of the official body for
equality and the cohesion of the women’s movements), from the 1980s onwards what was
crucial for triggering significant legislative outcomes was the attitude and will of the ruling
political party, rather than the attitudes and the cooperation between the Commission and
the women’s movements. Confirming the theses of state feminism, rather than the
characteristics of the official equality bodies and women’s movements, it seems that in
Portugal also the structural and conjunctural features of the political-institutional system
provide the main explanation for equality policy outcomes. These findings indicate the
limited effectiveness of state feminism in achieving significant political results in Portugal,
despite its long and intense history.

Revised by John Mock and Teresa Tavares
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Models of Social Vulnerability to Disasters*
This paper discusses the bases of theory in the evaluation of social vulnerability to disasters.
Vulnerability is shown to be the vital component of risk and the principal element of disaster
impacts. Perception is a key process in decision making in disasters. It is affected by culture and
symbolism, which are analysed in the context of disaster risk. A model of cultural metamorphosis
is used to explain changes and discrepancies in attitudes to disaster and recovery processes. The
response to the L'Aquila (central Italy) earthquake of 6 April 2009 is discussed as an illustration of
processes of cultural metamorphosis and symbolic interpretation of disasters. The response was
influenced by both modern and inherited cultural traits, which can be identified and analysed in
order to explain public reactions to the event. A new model is proposed in which culture and
history combine with physical hazards to influence vulnerability.
Keywords: natural disasters; risk factors; resilience; L'Aquila earthquake (2009); sociology of risk;
social vulnerability.

Introduction
For many years there has been an imbalance between the resources invested in disaster
response and those dedicated to the prevention and mitigation of disasters. The world
community and most individual countries have preferred to tackle the problem by
responding to adverse events rather than anticipating them. There are several reasons why
this position has become harder and harder to maintain. To begin with, knowledge of
hazards is now substantial at the world scale and increasingly so at the local scale in many
parts of the world (Mercer et al., 2010). Hence, a plea of ignorance no longer carries weight.
Secondly, the number of people affected by disaster, about 280 million in 2010, is expected
to rise to 375 million in 2015 (IFRCRCS, 2010). Thirdly, climate change will probably intensify
meteorological disasters such as floods and storms (Birkmann and von Teichman, 2010).
There are non-linear relationships between physical factors, such as average wind speed or
flooding level, and damage such that the latter becomes disproportionally large in relation to
increases in the former. Finally, in political and diplomatic circles, there has been a gradual
realisation that the benefit-cost ratios for vulnerability reduction are so high that reducing
disaster risk makes sound economic sense. The UN’s International Strategy for Disaster
Reduction (UNISDR) and its Hyogo Framework for Action, 2005-2015, have been critical to

* Article published in RCCS 93 (June 2011).
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this process (UNISDR, 2005). Hence, the problem of disasters has become difficult for
governments to ignore.
As a result of these factors, the early years of the new millennium are a period of intense
change in the ways in which humanity understands, interprets and lives with disaster. Since
1970 there has been an increasing divergence in the process of wealth accumulation
between the minority of rich people and the majority of the poor (Massey, 1996). Although
poverty and vulnerability to disasters are not perfectly synonymous, they are nearly so, and
conversely, wealth can be equated with protection and safety. This simple balance, however,
does not reduce the potential for massive financial losses in areas where both hazards and
physical capital are heavily concentrated.
Broadly speaking, vulnerability is the potential for harm or loss inherent in a person or
thing (Weichselgartner, 2001). The word has specific meanings in particular disciplines, for
example social work and psychology (Furedi, 2004). In disaster studies, it is the key to
understanding impacts (Birkmann, 2006). Since the late 1970s there has been a gradual
realisation that natural, technological, social and intentional (i.e. terrorism) hazards are
merely the trigger of a set of complex reactions governed by the social, economic, cultural
and physical vulnerability of society (Hewitt, 1983). Hence, there has been an increasing
realisation that it is important to know and reduce human vulnerability to disasters in its
many different forms.
As a prelude to proposing new models of disasters and their abatement and
management, the next section discusses the bases of theory in this field.

Basic Models of Disaster Risk Reduction (DRR)
The word 'resilience' or 'resiliency' is sometimes thought to be derived from ecological
studies of the survival of species (Adger, 2000), but in reality it has its origins about a century
ago in the mechanics of materials testing. A resilient material has an optimum combination
of rigidity, which enables it to resist an applied force, and flexibility, which enables it to
absorb that which it cannot resist. Its breaking point occurs at a very high level of applied
force (Avallone et al., 2007). By analogy, society needs to develop the capacity to resist and
absorb (i.e. adapt to) the forces that cause disaster. Societal resilience involves the setting
aside of resources against future contingencies, and the process of preparing to withstand
future shocks (Manyena, 2006). At the root of it are prudence and foresight.
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Caveat lector: there is an alternative to the conceptual equation that is so often
employed to explain disaster risk (Alexander, 1991):
hazard × vulnerability [ × exposure ] = risk  disaster
The world has accumulated a vast store of both material wealth and knowledge, but it
has not established priorities that enable it to reduce disaster risk sufficiently to avoid
massive and widespread suffering and misery. Given the propensity to spend – some would
say squander – vast sums on largely unproductive enterprises (for example, three trillion US
dollars on the war in Iraq), one might be tempted to rewrite the equation as:
hazard × waste [ × exposure ] = risk  disaster
Be that as it may, disaster risk reduction should involve investigating the hazards,
protecting local populations, planning and preparedness to use resources wisely, hazard
avoidance (where possible) and incident management. The key resources are knowledge,
organisation and communication (Fothergill, 2000). None of these is necessarily expensive.
The relative cost of information technology is falling, and mechanisms for sharing and
diffusing knowledge are multiplying.
Knowledge can be divided into three sectors: on hazard impacts, on community
vulnerability, and on the coping mechanisms that produce resilience. It is necessary to avoid
the tendency to relate the knowledge merely to past disasters, rather than to future ones.
Scenarios are vital to understanding those hazards that can in any way be anticipated,
especially the recurrent and seasonal ones, but a scenario is not a projection of the past into
the future, rather it is an investigation of possible future outcomes with the aid of
information gained from past events (Schoemaker, 1993). Changing vulnerabilities, emerging
risks and intensifying hazards all conspire to ensure that disasters do not repeat themselves,
even though they may have a degree of predictability.
Disaster risk reduction is therefore a question of organisation and resources. The former
can be divided into imposed organisation and self-organisation. Of these, the first is
mandated by authority and comes from outside the community. It includes laws, protocols,
directives and standards. The second involves indigenous coping mechanisms that the
community develops for itself, including local planning and volunteer work (Mercer et al.,
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2010). Likewise, resources can be divided into those pertaining to the community and those
provided from outside the area, in some cases at the scale of international disaster relief and
assistance for risk reduction. Long experience has shown that there is an uneasy dialectic
between indigenous and imposed disaster risk reduction (Mercer et al., 2007). In ideal
circumstances, the best of local practice is complemented and reinforced by appropriate
methodology derived from outside the area (Briggs, 2007). Such a balance is not easy to
achieve, and it requires a mixture of cultural sensitivity, political equilibrium and plain
common sense, as well as the technical know-how and social consensus to reduce disasters.
Despite a need that stretches back through all of human history, in its modern form
disaster risk reduction is a child of the 2000s (Alexander, 2008). It intertwines with the
resilience and climate change adaptation agendas. It also responds to the imperative of
sustainability. The world is consuming at least 50 per cent more resources than it can
produce or find, and, moreover, it will have to adapt to warmer conditions and rising sea
levels, as well as potentially more extreme natural phenomena that cause disasters (UNISDR,
2009). These are some of the motives for advocating a sustainable response.
Disasters can set back development. For instance, in Nicaragua it was estimated that
Hurricane Mitch in 1998 did enough damage to retard development by 20 years (Wisner,
2001). Hence, disaster risk reduction is part of the sustainable development agenda.
However, sustainability is a controversial issue and there is no single definition of what is
sustainable. There is, however, a consensus that sustainability requires a degree of harmony
between humans and nature, and some level of conservation of the natural resource base
(Saunier, 1999). Disaster risk reduction can contribute to the processes involved. In addition,
there are questions of sustainability with regard to DRR in its own right. Programmes have
failed because of lack of consistent funding, unclear or inappropriate objectives and lack of
political or social support. In synthesis, sustainable programmes of disaster risk reduction are
built upon governance, defined here as a participatory form of democracy in which
institutions have public support and stakeholders are empowered such as to have direct
involvement in decision making. Governance is at the root of vulnerability reduction,
disaster preparedness and the development of coping mechanisms (Ammann, 2006).
These observations constitute a simple framework for analysing human responses to the
threat and impact of disasters. However, there is a need for new theory. Much of the
existing body of theory stems from the ideas of cultural ecology, or human ecology,
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promulgated in the 1920s and developed most fully in the 1960s (White, 1974). Since then
there have been momentous changes in society, economy and the environment of life.
Moreover, the accelerating pace of global change shifts the parameters of theory yet more.
For example, the information technology revolution has been compared to the effect of the
invention of printing (Quarantelli, 1997). It has had a profound impact on many different
forms of human activity and social relations. If we are to understand disasters in the 21 st
century, it will be necessary to look for new sources of explanation, new models that are
capable of unravelling the complexity of a rapidly changing milieu. The theory developed in
the 1960s and 1970s is no longer able to do that.

Towards a New Theoretical Basis for Disaster Studies
The modern world is characterised by increasing imbalances in access to wealth and
resources, in safety and in opportunities for betterment (Massey, 1996). Misuse of resources
and excessive emphasis on economic development without taking into account the full costs
may exacerbate these disequilibria. New theory needs to be able to describe and interpret
this situation, as well as respond to the profound changes in global interconnectedness that
are occurring.
Human ecology posits a relationship between people and their environment in which
technology can overcome some of the difficulties, but nature is not easily dominated and
hence there must be adaptation to extremes (White, 1974). In the original work, the model
is based on the work of Herbert Simon on the rational man who makes economic decisions
as an optimiser, by maximising opportunities to gather information, or a satisficer, by
choosing rationally from a limited range of options (Simon, 1956). Evidently, this model
allows no room for cultural or ideological variations and only the most limited opportunity
for perception to govern choice. In reality, there is a constant dialectic between factors that
increase risk (for example, stronger hurricanes, building new settlement in vulnerable areas,
water management that increases downstream flood risk) and those that diminish it, the
actions of disaster risk mitigation. The dialectic is further modified by risk perception, which
can either increase or decrease vulnerability, depending on its level of salience and accuracy.
Hence, in schematic terms:
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Total vulnerability to disasters =
Risk amplification processes –
Risk mitigation processes ±
Risk perception factors
In disaster risk reduction, decisions, actions and results all depend on a complex
interaction between perception and culture.

The Importance of Culture and Symbolism in Disaster Risk Reduction
Remarkably few academic studies of disaster tackle the problem of culture (Gheradi, 1998).
The term can be defined as an assemblage of shared beliefs, opinions, social characteristics
and attitudes. Culture is extremely difficult to measure in any social scientific way (Brislin,
1980). One reason is that it is an elusive and multi-faceted concept, one that changes with
social context. Another is that culture is, like Chinese boxes or Russian dolls, a set of nested
phenomena: we respond to different cultures related to national, regional and local settings;
peer groups, families and workplaces; ethnic and social groups; gender and race; and
interest groups. A third reason is that culture undergoes a constant process of
metamorphosis as it adapts to the changing circumstances of the modern world and how we
are able to interpret it. As a result, there are very few reliable measures of culture. It is
nonetheless highly important. If one wants to promote change, success is more likely if it is
compatible with the prevailing culture, while if it runs against the culture, the adaptive
process is likely to be blocked for apparently illogical reasons.
Each of us inherits a cultural background that is more or less evident depending on the
strength of ties to particular places and social groups. We spend our lives accumulating
cultural characteristics by processes of learning and assimilation. These are the emic
components of culture – those that are specific to a particular cultural context. The etic
aspects are related to universal traits and are the source of much cultural metamorphosis. In
the present age they are mostly the result of the diffusion of mass culture and the
technology that propagates it. Hence, modernism fuses with ancient cultural traditions:
symbiotically, the former is interpreted in the light of the latter (Figure 1).
Figure 1 illustrates that culture is not a static phenomenon, but one that carries its own
dynamism. Nevertheless, we should not be beguiled by its dynamic aspects, namely the
mass-consumer culture inherent in the etic, or universal, aspects of modern life.
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Figure 1. The architecture and metamorphosis of human culture

These are important sources of cultural uniformity in the modern world, but we should
remember that beneath them there are accumulated and inherited traits that are also
capable of influencing our attitudes and responses to disaster. The next section will show
that the response to the 6 April 2009 earthquake in L'Aquila, central Italy, demonstrates a
sudden, almost spontaneous desire for modernity, as evinced by forms of reconstruction
that show a distinct break with traditional urban form. In contrast, the political power
relations that conditioned the choices made in the reconstruction process reflect more the
weight of history, the emic processes of a social fabric that is slow to evolve, than the etic
ones found in modernism.
Culture is important to any understanding of the significance and role of disaster in the
modern world because it determines how perception is interpreted, and, indeed, may even
determine what is perceived. Thus we understand disaster through a perceptual and cultural
filter that has many levels, from individual, through family, peer group, organisation,
community, region and nation, right up to the international, etic forms of popular culture. By
way of example, community-based forms of disaster reduction should take account of the
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ways in which people in the community associate with each other, including forms of
meeting and debate (the socialisation of the problem) and community power structures and
sources of authority. All of these elements are to some extent culturally determined.
In this context, students of disaster have largely ignored the role of symbols and
symbolism. Yet they have been important throughout history and are no less relevant today,
albeit in a radically different context (Alexander, 2004). Once upon a time the appearance of
a comet in the sky might have been interpreted as a portent of doom and destruction.
Nowadays symbols are the simplest form of model of a reality that is increasingly complex as
more and more information becomes available. Symbols and symbolism are a natural
response to the domination of communication by electronic representations of reality, many
of which are severely reductive.
One effect of the information technology revolution has been to change the symbolic
interpretation of disaster. Sixty years ago to be involved in disaster was, in many cultures, to
be subject to a form of disgrace that could hardly be talked about. Nowadays such
involvement has been radically transformed by mass media attention. To be a victim of
disaster may even be a route to celebrity. This has to do with the interpretation of disaster –
symbolically – as a form of moral outrage (Horlick-Jones, 1995) in which the victim gains the
weight of moral authority simply by being involved. However, for this to be true, much
depends on the “story value” (i.e. singularity, novelty, human interest, etc.) that the mass
media can attribute to the situation and its protagonists.
It may be true that the key to interpreting disasters is to be found in the works of Carl
Gustav Jung (“man and his symbols,” 1964), Roland Barthes (“semiotics and myth,” 2009),
Umberto Eco (“semiotics and popular culture,” 1978) and Zigmunt Bauman (“liquid
modernity,” 2001). All three branches of semiotics could be involved in this process. First,
semantics, the relationship between signs and the denotata, the things which they endow
with meaning, can help us understand the gap between how people perceive hazard, risk
and disaster and how these phenomena are in scientific terms. In previous works I listed up
to 47 common misconceptions about disaster and analysed how some of these influence the
judgement of people involved in managing emergencies. Secondly, syntactics, the
relationships among signs in formal structures, can help us understand how the
representation of disasters is codified by the groups and cultures involved. This is the
shorthand interpretation of risk and impact for the purposes of rapid reaction, the language
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of response to hazard. Thirdly and finally, pragmatics, the relationships between signs and
their effect on people who use them, can help us understand the feedback between the
symbolic representations of disastrous phenomena, risks and extreme events and the
meanings that both result from and generate these models.
A word of warning must be issued about the concepts of vulnerability and risk. They are
akin to friction, a quality that does not exist until it is mobilised. Students of disaster will
have noted that the 'hard' science interpretation of risk is fundamentally different from the
social science interpretation (Slovic and Gregory, 1999). Engineering risk usually involves
calculating the probability of failure of a built structure under specific conditions of loading.
Social science risk brings into play factors such as perception that cannot easily be
quantified, or when quantification is attempted the result is less than satisfying (Purchase
and Slovic, 1999). Thus risk and its dominant component vulnerability are in essence
hypothetical concepts. Paradoxically they are no less real for being hypothetical. However,
once they are mobilised they are instantly transformed into impact. It is thus hardly
surprising that risk and vulnerability remain elusive – though not illusive – concepts that defy
holistic measurement or assessment. To understand either we must descend to the level of
partial estimation, using a set of qualifying conditions, for example, risk over defined time
periods and with respect to one sector, such as economic activity, or infection and disease.
Unfortunately, many of the ideas expressed above are only half formed. Their full
development requires considerably greater and more penetrating observation over longer
periods of time. In addition, such periods will inevitably be characterised by rapid and
profound changes in society and the environment of life. Nevertheless, it is possible to make
a start on interpreting current reality using new models. The next section will present a short
example.

Interpretations of the L'Aquila (Central Italy) Earthquake of 6 April 2009
At 03:32 hrs local time on Monday 6 April 2009 an earthquake of magnitude Mw=6.3,
duration 25 seconds and mean peak acceleration 0.3g occurred with epicentre 3.4 km from
the centre of L'Aquila, a city of 72,800 inhabitants located in the Apennine mountains of
central Italy in Abruzzo Region. In total, 308 people were killed, 1500 were injured, 202 of
them seriously, 67,000 people were left homeless and about 100,000 buildings were
seriously damaged. The earthquake formed part of a swarm of tremors that began in
30

RCCS Annual Review, 4, October 2012

Models of Social Vulnerability to Disasters

October 2008 and did not attenuate until the following summer. L'Aquila had been struck by
a devastating seismic event in 1703 with 6,000-10,000 deaths, but the last major earthquake
in Abruzzo happened at Avezzano, about 100 km southeast of L'Aquila in 1915. It killed
32,000 people, including 94 per cent of the population of Avezzano. The death toll in 2009
could have been much higher had the earthquake not occurred during a long weekend when
many people were away from the area.
The L'Aquila earthquake was a moderate physical event but, due to high levels of seismic
vulnerability, it had a disproportionately large impact on the population of the area affected,
with 16 municipalities severely damaged and up to 98 affected, 49 of them seriously. The
disaster was thus a significant test of the Italian national civil protection system, which
responded with a major and sustained mobilisation of national resources. Given the risk of
structural collapse among buildings weakened by the earthquake, L'Aquila city and several
local towns were put off limits to the general population, the first time in the history of
modern Italy that a major city had been totally evacuated, moreover for a period exceeding
one year (Stucchi et al., 2009).
At the time of the earthquake, rescue of the survivors was complicated by the partial
collapse of San Salvatore, the main regional hospital and the one medical centre best
adapted to emergency response for a mass casualty situation. Within 24 hours the first of
two large field hospitals was set up and active in the vicinity, but several hours after the
earthquake San Salvatore had to be taken out of use and evacuated for fear of structural
collapse. Immediate medical response was thus largely carried out by military medivac,
evacuation of seriously injured patients by air to hospitals in the surrounding region, most of
them at considerable distance from L'Aquila.
Of the 67,000 homeless survivors, about 21,000 were accommodated in 171 tent camps,
mostly in tents for eight people. A similar number were put up in hotels, many on the
Adriatic coast on the other side of the Apennine Mountains. The remainder were either
found accommodation on their own or left the region. The tent camps remained for six
months, throughout the summer, until they were replaced with transitional housing. This
was of two types: C.A.S.E. (Complessi Antisismici Sostenibili ed Ecocompatibili) and M.A.P.
(Moduli Abitativi Provvisori). The CASE project consisted of 184 multiple occupancy units
with antiseismic base isolation constructed at 19 sites in the vicinity of L'Aquila (Figure 2).
The MAP units were smaller prefabricated buildings without base isolation that were
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erected at more than 50 sites in the area. Some 15,500 people were accommodated in the
CASE units and 8,500 at the MAP sites (Calvi and Spaziante, 2009).

Figure 2. CASE transitional housing at Bazzano outside L'Aquila city (photo by author).
The base isolation columns support the building and protect it from earthquake shaking.

The Italian Government's immediate- and short-term strategies for managing the
earthquake involved the doctrine of overwhelming force (Alexander, 2010). Huge numbers
of vehicles and vast stockpiles of materials were rapidly assembled and applied to the
problems of cordoning off the areas of destruction, buttressing precarious buildings, feeding
and housing displaced populations and coordinating the flow of relief goods and personnel.
As usual, the Italian Fire Brigades constituted the lead agency. Blue-light services and the
hundreds of civil protection volunteer organisations were coordinated by the National
Department of Civil Protection. The strategy was successful, but it remains to be seen
whether such a measure could be adopted in the case of a major earthquake over a much
wider area and involving a much larger population.
The medium-term strategy is yet more controversial. Because of the damage to
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vernacular housing, earthquake disasters involve sudden and massive homelessness. The
most common strategy for dealing with this is to use tents and improvised shelter for a very
short period of time (a matter of days or a very few weeks) and then provide cheap but
robust transitional shelter using container homes or small, light-walled prefabs, which
typically have a floor area of 30-40 sq. metres and are allotted as one per family (Aysan and
Davis, 1992).
The cost of such housing is usually in the range 12,000-15,000 per unit, including the
minimum essential urbanisation of sites and construction of temporary networks for the
distribution of utilities. In L'Aquila the cost of the CASE units worked out at €3,750 per
square metre, an average of €280,607 per family unit (Calvi and Spaziante, 2009), as much as
a comparable apartment in a major city. At the same time much money was spent on
intensively buttressing the ruined buildings in the town centres, which remained cordoned
off against public access. However, the government could not afford to remove the
estimated 4-5 million tonnes of rubble from these sites. The CASE units did not live up to
their designation as 'ecocompatible'. Although they have solar panels for water heating, lack
of services and public transportation has induced a massive dependency on the private car.
In the meantime nothing has been done to improve the local infrastructure or access to
services. Nor has the economy been bolstered. There is evidence of economic stagnation,
outmigration of workers and the loss of something between 16,000 and 26,000 jobs as a
direct result of the destruction of shops, studios and businesses by the earthquake.
Moreover, the devolution of taxation so ardently promoted by successive Italian
governments since the 1990s has proved advantageous to some provinces of Italy and
fiscally regressive to others. L'Aquila is the worst affected example of the latter.
The Italian Government's overall strategy for coping with the L'Aquila earthquake is
difficult to analyse in anything but political terms. In mid-2009, the Prime Minister, Silvio
Berlusconi, afflicted by scandals and loss of popularity, pledged to rehouse within six months
all the families made homeless by the earthquake. Hence they were left in tents during the
long hot summer and as the autumn weather cooled they were rehoused in the rapidly
constructed CASE and MAP units. It was a remarkable logistical achievement, and one that
involved little or no loss of quality between the design and the realisation of all the homes. It
gave the Government and Prime Minister a substantial political advantage that they were
able to exploit, adroitly, in order to gain votes in regional and local elections.
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However, the rehousing was achieved at a very high price. To begin with, the cost of the
transitional housing was more than twenty times what more economic shelter would have
cost. Secondly, nothing was invested in transportation and services, leaving sites that had
populations of up to 2,500 people devoid of shops, community centres, coffee bars, bus
services, clinics, schools and doctors' surgeries. Moreover, little attention was paid to the
problem of conserving social cohesion in the assignment of transitional housing units. This
has led to high levels of isolation, depression and post-traumatic stress among the assignees.
In conclusion, the lavish scale of buttressing and vast sums spent on transitional housing
have left little or nothing for reconstruction. The physical aspect of these two initiatives
suggests that the Government has prepared the way for a long interval, perhaps decades,
before reconstruction occurs – if it ever does. There is a precedent for this as the Belice
Valley of western Sicily, another Italian backwater, went through 15 years of stagnation
between the earthquakes of 1968 and the inauguration of a significant amount of
reconstructed housing and urban services (Angotti, 1977).
The political symbolism of giving homeless people decent housing cannot be
underestimated. The Italian Government provided everything, right down to furniture,
cutlery, crockery, linen, televisions and electrical equipment. The model for this is Milano
Due, the speculative residential development in Segrate, Milan, built over the period 197079, that propelled Silvio Berlusconi from obscurity to national prominence. Largesse was an
instantaneous vote winner, but state paternalism has destroyed governance, in the sense
intended by the definition given earlier in this paper. Dissent is barely tolerated and L'Aquila
has once again become politically, economically and socially marginalised in national life.
The tyranny of geography is that, although it is barely 120 km from the centre of Rome,
L'Aquila lies in an intermontane basin with relatively poor connections to other parts of Italy.
Its only major source of employment is the local university, at a time in which Italian higher
education is in a state of very severe depression.
In L'Aquila political protest and dissent have been dealt with by government forces using
violence and intimidation. Taxation has been inimical to enterprise. Emergent groups have
been created, but they have not achieved the critical mass or prominence to have much
influence on a situation characterised by stagnation and decline. The ancient cultural
background of the area is characterised by poverty and feudal dependence. Although
absolute poverty has gone, traces of the feudal dependence remain, along with the
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economic depression of a region that has not been given the best possible incentives to
grow and develop its rather scarce resources. Although chronicles of the miseria of the
peasant area are in no way diagnostic of modern conditions, there are parallels in the
inherited cultural background, especially in the conservatism of a people that for too long
has had too much to lose by protesting (Russo, 1955). The biggest victim is good governance
and any prosperity that might have resulted from it.
One characteristic of traditional societies seems to be the particular plight of women.
Although the situation in L'Aquila is not as severe as it is in many countries, the earthquake
nevertheless created a discernable gender bias (cf. Enarson and Morrow, 1998). More
women were killed than men, especially in the age groups 30-39 and 70+. Even when one
corrects for the demographic imbalance between the sexes in old age, the anomaly remains
(Alexander, 2011). The explanation is difficult to formulate but probably relates to the lower
mobility of women than men: some of the men who were registered as resident in the area
were probably not physically present on the night of the earthquake. Whatever the
explanation, research has revealed that women also suffered more than men from posttraumatic stress during the months after the earthquake (Dell’Osso et al., 2011).
The L'Aquila earthquake and its aftermath are open to various forms of symbolic
interpretation. To begin with, it was the first major test of the current Italian civil protection
system since the 1980 earthquake in southern Italy. It thus reflected the competence of the
nation in the face of a severe natural emergency. Secondly, the whole disaster was
overshadowed by political considerations, in the light of the Italian government's need to
gain short-term popularity for electoral reasons and in order to maintain its power base. The
G8 summit that was held in L'Aquila from 8-10 July 2009 represented the apex of this
process. In reality the summit did little for the plight of the Aquilani, but it was redolent with
symbolic moments. For example, the village most affected by the earthquake was Onna, in
which 40 of the 300 inhabitants died when 60 per cent of the building stock collapsed. On 11
June 1944 Onna had been the scene of a massacre of 18 local civilians by German troops and
during the summit the German Foreign Minister pledged funds towards the post-earthquake
reconstruction, a highly symbolic gesture in the light of current moves towards European
unity.
Like many modern catastrophes, the L'Aquila earthquake was a drama played out in the
mass media, especially television, which maintained a constant presence there for weeks.
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Modern post-disaster solidarity has a very public face, much at variance with the discretion
of previous ages (Alexander, 2006). However, the problem with media coverage is that it
does not necessarily present a consistent and accurate picture of the reality on the ground.
Coverage varies from day to day much more than the situation itself does. Moreover, many
of the most serious problems, for example bureaucratic stagnation, are not particularly
newsworthy. In contrast, it proved easy to interpret the disaster in terms of, for example,
the charity, piety and pity inherent in Catholicism, one of the principal cultural subtexts.
Finally, despite economic stagnation, lack of reconstruction and lack of improvement of
the local infrastructure, some remarkable transformations occurred in the L'Aquila area. For
instance, construction in the region has for centuries been dominated by the use of stone
from which reinforced concrete has taken over (with decidedly mixed results in terms of
seismic response). Suddenly, in the aftermath of the earthquake there was an enormous
accession of wood and steel construction, much of it arranged in parks, or estates, in the
Anglo-Saxon manner. Symbolically, it seemed to represent a sudden modernisation of a very
ancient area (L'Aquila city is 1000 years old and many of the surrounding settlements are
twice as ancient), or at least a desire for modernisation. Given the paternalism and lack of
governance, one might almost call it a forced modernisation. There is a strong risk in such
cases that it will destroy a genius loci acquired over the centuries. In Italy historic
settlements depend for their identity on a number of iconic monuments and a distinctive
kind of urban form. To erase any of that would only cut people off from their history and
diminish their sense of social identity. There would thus be discord in the semantics of
semiotic analysis, and probably also in the pragmatics (Eco, 1978).
Much more could be done to interpret the situation in L'Aquila in semiotic terms, and the
raw material is definitely available. However, that must await further research and in the
meantime it is necessary to draw some conclusions.

Conclusion: Social Models of Disaster
The earliest human ecological models of disaster were linear in conception. Hazard acted
upon vulnerability to produce disaster. It followed that, as hazards were at the start of the
process, they received the lion's share of the attention. This was also in line with the
dominance of physical over social sciences at the time. Over the period 1979-83, researchers
working in developing countries produced the so-called “radical critique,” which argued that
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in the explanation of disaster vulnerability carries more weight than hazard (Hewitt, 1983).
As a result of feedback loops, hazard can be regarded as a trigger for the social processes
that create vulnerability, which is the principal determinant of disaster potential.
Increasing knowledge of disasters and the social processes involved, and the complexity
of life in the early 21st century, suggest that a new model ought to be formulated (Figure 3).
The vulnerability of human socio-economic systems is acted upon by physical hazards
(whether natural or anthropogenic), as well as cultural and historical factors. The plexus of
the context and consequences of these associations is what determines the form, entity and
size of any ensuing disaster.

Figure 3. Possible evolution of models of disaster

Clearly, this model is both preliminary and schematic. Much work needs to be done to fill
in the details and clarify the relationships. For instance, history is a vital explanatory factor
(and we live in an age that is apt to forget its lessons), but it does not determine the future,
it merely contributes some important ingredients. Much lateral thinking will be required if
disaster is to be interpreted creatively and with penetrating insight. Trends and tendencies
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will have to be understood and incorporated into this process, and we live in a world that is
consuming resources at an accelerating rate, that is undergoing environmental change at an
ever faster speed, and that is becoming increasingly crowded with people who live, travel
and work in hazardous areas. Finally, any valid, workable explanation of disaster for the new
millennium must include the effects of technological change, which has radically altered the
ways in which we see and interpret catastrophe. Hence, we face both an intellectual and a
practical challenge, which is worth rising to, as theory is the "road map" by which we
navigate through the chaos of disaster and risk situations and are thus able to manage them.
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Complexity, Vulnerability Processes and Environmental Justice: An Essay in Political
Epistemology*
This paper, in the form of an essay, discusses the potentialities and limits of the concept of
vulnerability concerning the integrated analysis of social and environmental problems. It
focuses on two perspectives. The first one derives from post-normal science, considered as a
new epistemological and methodological basis for the analysis and management of complex
environmental problems. For this purpose, the author analyses the concept of vulnerability
within the context of four phenomenal worlds, each with increasing levels of complexity: the
world of the physicalist sciences, the world of biological life, the world of life from the
perspective of biomedicine and public health, and finally, the emergent and reflexive human
world. The second perspective includes contributions by authors involved in both theoretical
discussion and activism related to environmental justice movements, especially within the
Brazilian Network for Environmental Justice.
Keywords: post-normal science; complexity; epistemology; environmental justice; risk; social
vulnerability.

Introduction: Vulnerability, post-normal science, environmental (in)justice and the
challenge of change
As a reflective and critical essay, this article proposes to contribute towards analysing the
potential of the concept of vulnerability from two perspectives. The first is epistemological in
nature and has its origins in the work developed by Funtowicz and Ravetz (1994) in their
proposal for post-normal science, understood as a new epistemological and methodological
basis for analysing and confronting complex socio-environmental problems. The second,
which is social and political in nature, draws on contributions from authors who are, in the
main, Brazilian and have been active in the theoretical debate on environmental conflicts
and environmental justice movements. Whilst discussing environmental, health and human
rights issues, these authors have also deepened what are, in my opinion, two key debates on
the potential, limits and paradoxes of the concept of vulnerability: on the one hand, the
dialectical relationship between this and the historical context of the environmental conflicts
underlying social and environmental vulnerability in specific territories and, on the other
hand, the importance of so-called vulnerable populations assuming their role as collective
subjects actively working towards changing their vulnerable status.
*
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The underlying proposal of this article, entitled political epistemology, implies a
connection between these two perspectives: (i) the epistemological perspective, via the
notion of complexity or, in other words, recognition of the limits of the various areas of
knowledge associated with specific phenomena which, in complex problems, cannot be
analysed separately; a further contribution is associated with making the uncertainties and
values in question explicit, as well as the role of the production of knowledge in shaping
decision-making processes and public policies; (ii) the socio-political perspective, through
reference to environmental justice, which involves recognising environmental conflicts in
vulnerable contexts in which territories are in dispute over resources, values and
development models. This perspective also identifies strategies for revealing the hidden
voices of populations affected as human beings by environmental conflicts which make them
vulnerable. I believe that by integrating these two perspectives the notion of vulnerability is
able to meet the challenge of producing approaches that combine academic work with more
effective social processes for changing society in the face of the most pressing
environmental problems of today.
The polysemic concept of vulnerability has been used in different disciplines and areas of
knowledge to study themes such as development and sustainability, poverty and food
security, natural and technological disasters, global climate change and public health
problems, amongst others. Its use is linked to the application of systemic approaches, given
the complexity of these themes, which involve separate perspectives, dynamics or
subsystems originating from different academic fields, and therefore demanding inter- or
transdisciplinary analyses (Porto, 2007; Turner II et al., 2003; Cutter et al., 2003; Füssel,
2007).
For Füssel (2007), vulnerability represents a kind of conceptual cluster for investigating
problems involving human and environmental systems. However, the use of distinct
conceptualisations and terminologies for vulnerability may make dialogue between research
communities with different traditions difficult, given that the outlines of the theoretical
model tend to be shaped by the hegemonic paradigms in the academic fields from which the
approach originates. For example, natural scientists and engineers tend to apply the term in
a more descriptive, functional and quantitative way, whereas social scientists tend to use it
in a more qualitative and contextualised explanatory model. Still according to Füssel (2007),
the various approaches and types of integration are differentiated basically in terms of the
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way in which the analytical model that is constructed links aspects such as socio-economic
and biophysical factors, spatial scales (internal and external to the “system”) and time scales,
as well as, I would add, the ways in which it incorporates the relationships and voices of the
social subjects involved, in particular the affected, vulnerable populations very often made
invisible, even by social science approaches (Mendes, 2010).
In its turn, the environmental justice movement (EJ) fundamentally seeks to integrate the
environmental dimension with the dimensions of law and democracy through
transformative action. The movement has developed over the last two or three decades out
of the struggle against discriminatory dynamics that are burdening particular groups of
people with the harmful effects of economic and industrial development. For Martinez-Alier
(2002), EJ stands as an alternative to the two other strands of international
environmentalism, namely (i) preservationism, centring on the “cult of the wilderness,”
which aims to preserve fragile wildlife from human actions and systematically enters into
conflict with traditional populations and farmers living in what are considered priority
conservation areas; (ii) eco-efficiency, which aims to link the notion of sustainable
development to market mechanisms based on the valuation of externalities and efficient
environmental management of the natural resources and production-consumption cycles
that sustain the economy. For Martinez-Alier (2002: 5), the latter has become “a religion of
utility and technical efficiency without a notion of the sacred” under the hegemony of
economists and engineers, though linked to the social and human sciences through the
development of participatory methodologies and vulnerability studies based on notions of
consensus and governance, which disregard the dynamic and transformative potential of
conflicts. EJ therefore has a critical stance towards the systemist and functionalist views of
vulnerability contained in what Füssel (2007) identifies as a branch of the natural sciences
and engineering.
In Brazil, the EJ approach has been developed through the critical contributions of
authors working in the fields of political ecology (Martinez-Alier, 1992), the social sciences
(Acselrad, 1992) and public health (Porto, 2007), amongst others, who have extended the
debate on the invisibility of certain social groups, not only in terms of their social and
economically vulnerable status, but as the expression of social, economic and political
processes involving disputes and conflicts over resources and ways of life in certain
territories. For Martinez-Alier (2002), EJ, which she also terms popular environmentalism or
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the environmentalism of the poor, emerges from conflicts involving the distribution of the
costs and benefits of the use or preservation of natural resources and, in a broader sense,
economic processes overall. These conflicts are exacerbated in regions that export raw
materials and agricultural or metal commodities, such as Africa, Latin America and Asia,
characterised by unfair trade based on a social metabolism in which the risks and benefits of
production and consumption are unequally concentrated within the international division of
labour, which is also a division of risks and vulnerabilities.
Following a similar line of analysis, authors such as Acselrad (2004) and Porto (2007)
consider that, in linking environmentalism with social justice, EJ represents an important
example of resistance to the harmful effects of globalised capitalism, which uses its growing
freedom to base investments in different regions of the planet – whether continents,
countries or even areas within the same country – to prevent the construction of social,
environmental, health and cultural parameters in order to direct economic and technological
development towards market interests. By imposing the economic principles and interests of
countries and elites outside the territory on local populations, the subsequent
deterritorialisation processes produce situations of environmental injustice which make the
populations affected vulnerable, not only by loading them with various risks and burdens,
but also by failing to recognise their rights in essential areas such as health, land, natural
resources and local culture, as expressed in their material and immaterial relations with such
resources.
According to EJ, populations affected by certain economic development projects and
worldviews reduce their vulnerability as they establish themselves and assume their role as
collective subjects, allowing for the public and political expression of voices that are
systematically absent from the decision-making processes that define the main development
projects in territories. To this end, it is necessary to “denaturalise” and politicise vulnerability
through the concept of justice, adopted not as a technical legal term but as a broad notion
that calls into question the ethical, moral, political and distribution issues associated with
the economic operations, public policies and institutional practices that lie behind countless
environmental problems. These may be associated with the use of land and natural
resources, the occurrence of technological and natural disasters, the introduction of
hazardous industries or even infrastructure projects potentially affecting the environmental,
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social, economic and cultural characteristics that shape the living conditions and ways of life
of certain populations in the territories in question.
These ideas are present in the original 2001 manifesto of the Brazilian Network for
Environmental Justice, in which the concept of environmental injustice is defined as
the mechanism by which unequal societies, from an economic and social point of view, direct
the main burden of environmental damage from development towards low income
populations, social groups facing discrimination, traditional ethnic populations, working class
neighbourhoods, and marginalised and vulnerable populations.

The concept of environmental justice, in its turn, is understood as the set of principles
and practices which ensure that no social group, whether based on ethnicity, race, class or
gender, “shoulders a disproportionate burden of the negative environmental consequences
of economic operations, policy decisions and federal, state and local programmes, as well as
the lack or omission of such policies” (idem).
In what follows, this article will present and discuss the contributions of post-normal
science to understanding the concept of vulnerability with regard to certain phenomena that
shape different fields of knowledge, such as engineering, the life sciences and the social and
human sciences. The intention is to reveal the increasing complexity that characterises the
transition through the physicalist, biological and social worlds on the basis of the concept of
vulnerability itself. Environmental problems are always, in some way, social and
environmental, and therefore simultaneously encompass all the different levels of
complexity. As will be demonstrated, the risk of reductionism lies in failing to consider this
increasing complexity and in treating social and human phenomena in a functionalist and
qualitative way only – or, alternatively, in using the metaphor of “natural” and “social”
systems indiscriminately, thus ignoring the dimensions of consciousness, history and conflict
that underlie human vulnerability. In addition to acknowledging this, a political epistemology
is proposed which favours combining contributions on complexity with environmental
justice movements and principles, involving transformations based on supportive
recognition of the vulnerable populations as bearers of rights and as political subjects. One
clear assumption is that the emergence of these voices, sometimes in contexts that
radicalise conflicts, is an important condition for ensuring that any future dialogue involving
broader communities of peers and decision-making processes becomes genuinely legitimate
and democratic.
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Post-normal science: Vulnerability, complexity and meaning in terms of phenomenal
worlds
The concept of post-normal science (Funtowicz and Ravetz, 1994) emerged out of the
debate on contemporary environmental problems and is based on four strategic pillars:
(i) Notions of complexity and of simple, ordinary and emergent complex systems as the
basis for understanding the kinds of phenomena present in environmental problems,
serving as a conceptual toolkit for transdisciplinary work which seeks to integrate
separate fields of knowledge.
(ii) The recognition of uncertainties relating, in increasing order of complexity, to three
major factors: probabilistic risks pertaining to theoretically well defined problems and
coherent databases; indeterminacies typical of more complex problems which, even
when well defined, involve nonlinear phenomena with high unpredictability; and, finally,
the gaps in scientific knowledge itself, termed epistemological uncertainty, in the face of
problems involving major theoretical disparities and levels of incomprehension (Van der
Slujis, 2006).
(iii) Complementing the two previous points, the critique of normal science, in the sense
provided by Kuhn (1962), due to its apparent “neutrality” and “objectivity,” which makes
hard facts explicit whilst concealing both the values and the uncertainties in question and
is reproduced through quality standards maintained by specialist peer communities
working within hegemonic paradigms. It is argued, therefore, that it is not the specialist
model of science that has been involved in creating the major modern environmental
risks that will resolve the situation.
(iv) Finally, the active search for dialogue, not only between the various scientific fields
but also between these fields and other legitimate forms of knowledge that include the
values, experiences and needs of people and communities who are involved in the
problem. The argument is that progress can be achieved by constructing extended peer
communities centred on the problems in question, dedicated both to producing
knowledge and establishing decision-making processes with a better ethical and
epistemological quality, including the adoption of new forms of language, expression and
communication to bridge the various legitimate types of knowledge and interests
concerned.
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With regard to the subject of complexity, according to Funtowicz and Ravetz (1994) there
are two main classes of systems or problem-objects: simple or complicated systems, studied
by the physicalist natural sciences, in particular physics and chemistry and their applications
within engineering, and complex systems, studied by both the biological sciences, including
ecology, and by the social and human sciences. The main difference between the two groups
of systems – simple and complex – is the impossibility of understanding the latter from a
single perspective without losing sight of essential aspects of the system in relation to the
problems being analysed. In other words, the complexity of a system or problem-object
increases in relation to the dimensions required to understand it and search for solutions,
expressed by the various forms of knowledge.
Complex systems contain two levels or orders of complexity: (i) ordinary complexity,
characteristic of biological and ecological systems in which there is a lack of self-awareness
and more complete purposes and a more natural pattern of organisation and balance geared
towards complementary competences and cooperation, such as the predatory behaviour,
parasitism and symbiosis existing in ecosystems; (ii) emergent or reflexive complexity,
characteristic of social, technical or mixed systems which include human beings. The latter
cannot be explained in mechanistic and functionalist terms and contains characteristics such
as “individuality, along with some degree of intentionality, consciousness, foresight,
purpose, symbolic representations and morality” (Funtowicz and De Marchi, 2000: 64).
One conclusion that may be drawn from this classification is the following: the greater the
level of complexity, the more important the qualitative, as opposed to quantitative, aspects
will be (even though the latter are always present), and the greater the level of uncertainty,
the less capacity there will be for control and prediction. Emergent or reflexive complexity in
the human world is essentially qualitative, dialectic, historical, autopoietic and plural, and
laws which are atemporal or independent of the context that governs physicalist, and in part
biological, phenomena do not apply in the same way to social and human phenomena. The
complexity of human experience maximises the qualitative dimension, since it contains core
teleological and ethical questions relating to human consciousness, values, meanings and
dilemmas in the existence of human beings within their cultures and organisations. This
recognition makes the limits of science, in particular normal science, clear in terms of the
understanding and management of more complex problems in the living world, in particular
the human world.
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Emergent complexity materialises both on an individual-existential and a social-collective
level, and is marked by a plurality of perspectives, singularities, unpredictabilities and often
by conflicts resulting from power relationships, confrontations of interests and the ensuing
disputes, especially in historical periods and territorial, economic, cultural and political
contexts in which conflicts escalate. This appears to be the case in out present-day industrial
civilisation within the context of intensive globalisation. The analysis of emergent complexity
therefore requires multiple combinations of qualitative and participatory approaches in
addition to quantitative approaches, which can incorporate the aspects most relevant to the
understanding of a given problem, as well as paying attention to the legitimate needs of the
human beings concerned.
This epistemological discussion, which Funtowicz and Ravetz (1993) also call “political
epistemology: science with people,” may help us to understand the potential of the concept
of vulnerability in analysing socio-environmental problems. For example, it clarifies the
distinction between social and human systems and systems originating in non-human nature
relating to ecosystems, geophysical or climate-related phenomena such as earthquakes,
hurricanes, or phenomena that are technological in origin, such as chemical contamination
and industrial disasters. The clarity of this distinction allows a plurality of perspectives and
methodologies to be accepted as legitimate, acknowledging that systemic thinking
formulated exclusively on the basis of energy, material and thermodynamic flows is
appropriate for various kinds of environmental problems but may conceal or dilute the
relevance of ethical and cultural questions, or even historical or social dimensions of a
dialectical nature, including conflicts and disputed values (Loureiro, 2006). Another central
contribution of political epistemology is to bring the issue of uncertainty and ignorance to
the forefront of the debate on the environment and risk. This subject has been
systematically concealed by the theoretical and practical formulations of experts in normal
science, although it is central to confronting problems for which the wisest answers involve
adopting precautionary principles.
The following sections will describe how the various fields of knowledge dedicated to
systems proposed by post-normal science approach the concept of vulnerability, taking
certain environmental problems as examples. Each type of system corresponds to what may
be termed a specific phenomenal world, namely the physicalist world, the living world and
the human world, in rising order of complexity. Drawing on previous work (Porto, 2007), the
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aim will be to describe how vulnerability is understood in each, adding in a transitional
approach between the living world and the specifically human world that is represented by
biomedicine, given that one relevant application of vulnerability is related to human health
problems, whether in individual or collective terms.

Vulnerability and functionality in the physicalist world and in technical systems
Vulnerability in the physicalist world is analysed by the natural sciences of physics and
chemistry, as well as by engineering which applies it to the field of technology when, for
example, analysing safety and reliability problems and failures in technical systems. Here the
notions of resilience and vulnerability adopted involve the adaptive dynamics associated
with changes in bodies – or technical systems – in the face of some external impact or
environment variability. Whereas resilience refers to the adaptive processes that preserve
the basic properties of a system in the face of impacts and variations in the environment,
vulnerability is defined as a loss of resilience or, in other words, the inability of a system to
preserve certain properties during or after the period of the impact. This perspective is
substantially influenced by the mechanistic paradigm of the physicalist sciences and
engineering, the latter of which is concerned with the functionality of technical systems.
A more restricted set of variables and interactions between components vis-à-vis certain
environmental impacts predominates in the simpler technical systems, involving linear cause
and effect relations even though a certain environmental variability may make quality
control and predictability difficult. Examples of simple technical systems include mechanical
tools and machines, which become more complicated when modified by computerised and
digital technology in integrated production systems.
There has been an increase in the quality control and predictability problems of various
processes in technical systems, including failures and accidents involving more sophisticated
technologies such as those of the aerospace, chemical processing and nuclear industries. In
these technical systems the number of variables and types of relationships are greater, and
may include feedback, nonlinear relations and abrupt transitions between states or phases
characterising what Perrow (1984) has termed “normal accidents” in highly interconnected
complex systems that are typical of the chemical processing and nuclear industries which
have led to the main technological disasters in industrial societies.
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It is necessary at this point to identify an important paradox that restricts the approach
used by engineers in analysing dangerous technical systems: in these cases, a significant
portion of their complexity may be attributed precisely to the interaction between strictly
technical factors and human and organisational factors. Every technical system, even of the
simplest kind, is of a mixed nature, since it is always planned and operated, albeit indirectly,
by humans and their organisations and may be simultaneously considered a complex
system. Therefore, by disregarding or restricting their understanding of the human,
organisational and social aspects concerned, the technicist approaches of the physicalist
sciences and engineering to the study, planning and management of technical systems
become reductionist; it was within this context that technical and organisational systems
such as Taylorist production and the Ford assembly line were developed. The scope for
understanding and designing technical systems has been extended principally since the
second half of the 20th century with the development of new interdisciplinary and systemic
approaches dedicated to increasing the security and reliability of systems. Two examples of
this are safety engineering, dedicated to increasing reliability (Lewis, 1987), and ergonomics,
especially as it developed in France during the post-war period, which extended the human
and organisational aspects of the analysis of human labour and their implications in terms of
accidents and health problems (Leplat, 1985; Wisner, 1994; Dejours, 1991). The
transformation of technical systems into sociotechnical systems through interdisciplinary
approaches such as ergonomics implies that all technical reliability is related to human and
organisational reliability and involves higher levels of complexity by incorporating
approaches derived from psychology and the sociology of work, for example. This explains
why the possibility of predicting scenarios and designing more reliable technical/production
systems in preventive terms depends on risk and environmental management recognising
and understanding the people, organisations and uncertainties at stake.

Vulnerability, vitality and continuity in the living world and in ecosystems
Vulnerability in the living world, in the restricted sense of the non-human world, is used by
the biological sciences, particularly ecology. The subject is approached as an attribute of
ecosystems and their components when confronted by certain impacts. Vulnerability may be
associated with an ecosystem as a whole or with plant and animal species, with
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environmental systems and their various divisions – soil, water and air. The biotic and abiotic
systems that shape ecosystems are related to the previously discussed notion of ordinary
complex systems. It may be said, for example, that certain ecosystems, species or
communities may be more vulnerable to certain “disturbances” or risks, such as climate
change due to greenhouse gases, land clearance for expanding monocultures or chemical
contamination. In this case, the concept of vulnerability is biological in nature, governed by
the biological paradigm of ecology, whose opposite may be understood, in a broad sense,
not only as resilience but also as the integrity or health of ecosystems.
For Constanza et al. (1992), working on an operational definition of the health of
ecosystems, sustainability represents the expression of three basic components: (i) vigor,
relating to metabolism and primary productivity; (ii) organisation, relating to biodiversity
and connectivity between living species; (iii) ecosystem resilience, a product of the two
previous components and the expression of the ability of an ecosystem to confront
disturbances without loss of integrity. The vulnerability of an ecosystem represents a loss of
resilience, whether due to declining vigor and biodiversity, or due to the intensity of an
environmental impact caused, for example, by climate change, loss of biodiversity or
environmental pollution.
It is interesting to observe that the ecosystemic biological focus does not value the life of
isolated individuals or even certain communities. As the focus of the analysis is spatially and
temporally broad and the life-death cycle tacitly recognised in the continuation of life, the
meaning of resilience or health is revealed through global cycles and relationships that form
a given whole, whether this is a community, species, group of species, environmental
sediment or complete ecosystem. What might be considered vulnerable in isolation may
represent the healthy functioning of a greater whole. This is the case, for example, with the
food cycle that defines the relationship between predators and their prey, or even the
individual cycle of birth, life and death. Even certain natural phenomena that lead to tragedy
for individuals and species in a particular region, such as forest fires, may form part of the
environmental characteristics of the area and favour cyclical processes that enhance the
vigor of the ecosystem, improving the quality of the nutrients in the soil and renewing
deteriorating plant species. Thus, the apparent tragedy that is full of vulnerabilities in the
short term may mark the beginning of the renewal of a healthy and virtuous destructionproduction cycle in the medium and long term. However, in complex human systems, the
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finite nature of life represents a phenomenon of enormous complexity for which the
scientific approach can never equal the existential, mysterious, tragic and even liberating
plenitude of other narratives from the arts – such as novels, poetry, theatre and cinema –
and from philosophy, metaphysics and religion.

Vulnerability, individuality and “vulnerabilisation” contexts from the perspective of public
health
As it relates to health and the biomedical paradigm, vulnerability represents an interface
between the biological living world and the specifically human world, since it entails ethical
and cultural issues that bring a new dimension to bear on the understanding of complexity.
In the strict biomedical paradigm the notion of vulnerability is related to the existence of
individuals or groups who are particularly susceptible to developing infirmities in risk
situations, such as air pollution, heat waves or cold spells. The classic cases are associated
with specific age groups (children and the elderly), those with a genetic predisposition to
certain illnesses, those with handicaps or specific pathologies or even certain “natural”
situations, such as pregnancy or breastfeeding (Ayres et al., 2003).
The strict biomedical paradigm particularly values the biological dimension in the analysis
of health problems, which may provide scope for reductionist and discriminatory views that
dangerously overrate biological or genetic questions to the detriment of a socio-political,
economic and cultural contextualisation of the problem, as well as fundamental questions
and ethical dilemmas. This danger was present in the formulation and political use of
eugenics in the early decades of the 20th century, reaching its peak in the Nazi ideal and
currently featuring in the apologia for biotechnological and genetic engineering solutions in
medicine and agriculture (Ho, 1998).
As in other fields, especially since the 1990s, the term vulnerability has been used in
public health not only in the restricted biological sense, but also as a conceptual and
methodological strategy for analysing various health and sickness processes. It thus seeks to
incorporate social, economic and cultural elements into the analysis of certain complex
health problems such as AIDS, mental health, drug use, cardiovascular diseases, external
causes/violence and environmental health issues. The concept has been developed
principally in studies of AIDS and mental health, where the approaches seek to incorporate
the dimension of the subject and autonomy (Porto, 2007). Another area that has been
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incorporating the theme of vulnerability involves exploring the so-called social determinants
of sickness and health, including communicable diseases, within a historical perspective that
also includes social and spatial dynamics originating in political geography (Barcellos and
Sabroza, 2000).
The modern public health view of complex subjects has broadened the restricted view of
biomedicine not only by considering individuals with organic predispositions belonging to
certain socioeconomic sectors or age groups to be vulnerable, but also the context and the
processes of “vulnerabilisation” in the light of resources and ways of life that restrict or
make the virtuous life cycles of individuals and communities viable. Therefore, as with the
previous perspectives for physicalist and biological systems, when we refer to vulnerability
from the point of view of health what is at stake is an aprioristic definition of functions or
properties that may be affected or lost in the face of certain changes caused by time and the
environment. From the point of view of biomedicine and public health this can be expressed
as a loss of vitality, the emergence of diseases and premature or avoidable death among
individuals or groups exposed to situations of risk. All three possibilities inevitably form part
of the life cycle of any individual, but it is the context of these episodes, their meanings and
the alternatives for reorienting the course of events, i.e., the levels of autonomy and liberty,
that provide the human meaning when the concept of vulnerability is incorporated into the
field of health. In addition, the specific case of environmental health brings to light an ethical
question essential to sustainability and democracy: what are the avoidable risks propagated
as part of the development process in a given territory, and which groups are more exposed
and vulnerable?
Therefore, the actual concept of vulnerability becomes more complex and is humanised
when related to the issue of health. As Mendes points out (2010), citing the work of Patricia
Paperman, the recognition of our own vulnerabilities and dependencies – the fact that “we
are all vulnerable” in a certain sense – makes the ethic of care central to our understanding
of the human condition in the face of suffering, illness and death. Consequently, it should be
incorporated into the production of knowledge in a wide range of areas and issues, such as
disasters, climate change and hunger. In this sense, in a previous work (Porto, 2007) it was
suggested that health should be understood in a less functional way, not merely as absence
of disease, suffering and the maximum postponement of death itself, but as a more
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dynamic, multidimensional, qualitative and evolving concept, encompassing the limits and
potential of human realisation in its physiological, psychological, social and spiritual spheres.
This understanding implies recognising the processes and conditions that favour human
beings, in their various levels of existence and organisation (personal, family and community),
achieving certain objectives, forms of fulfilment or virtuous life cycles that are rooted in the
culture and values of societies and their various social groups. In addition to its biomedical
dimensions, health should therefore be considered in its irreducible ethical, social and cultural
dimensions, and an object of ongoing negotiation and possible conflicts within society,
depending on how values and interests are related within structures of power and distribution
of existing resources. (Porto, 2007: 82)

Vulnerability, ethics and tragedy in the human world: Beyond the determinism of
“everyday” disasters
From the viewpoint of post-normal science, the study of vulnerability in the human world of
emergent or reflexive complex systems involves the incorporation of perspectives from the
social and human sciences, including philosophy, to deal with complex themes, making
fundamental qualitative and ethical dimensions explicit.
As we have seen, important qualitative advances have resulted from bringing those
perspectives to bear on the analysis of sociotechnical systems and health problems. Another
issue of particular interest to the application of the concept of vulnerability is the study of
disasters, whether technological or natural, since in both cases vulnerability sheds light on
the social processes that increase or reduce the potential impact of events such as
hurricanes, earthquakes, global climate change or major industrial accidents. All types of
disasters involve social and anthropocentric processes that are important in explaining
different impacts in events of a similar magnitude affecting different territories and
populations, thus blurring the dividing line between the “natural” and the “technological” in
disaster analysis (Funtowicz and De Marchi, 2000).
The incorporation of the concept of vulnerability into the field of disaster studies is
illustrative of the development of integrated approaches that combine more operational and
quantitative dimensions with those that are more qualitative and contextual, associated
with emergent or reflexive complexity. Füster (2007), in his classification of vulnerability
studies, terms integrated approaches those which combine contributions from risk sciences
and political economy, such as the “hazard-of-place model” (Cutter et al., 2003) and the
“coupled vulnerability framework” (Turner II et al., 2003). Whereas in the approach of Cutter
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et al. (2003) the concept of social vulnerability is central to explaining the differences in
exposure and the effects of disasters, for Turner II et al. (2003) vulnerability is the expression
of three linked components – exposure, sensitivity and resilience – each interacting with
biophysical and social components.
It is interesting to note that the authors cited in the previous paragraph make no
reference to authors whose work focuses on Latin America and who have developed
integrated approaches influenced by political economy and critiques of the natural and
environmental determinism prevailing in the region in the 1970s and 80s. For Blaikie et al.
(1996: 9-11), within the naturalistic paradigm natural disasters were seen as expressions of
the “violent forces of nature” for which only mitigation responses were required, whereas in
the more wide-ranging view of environmental determinism the most serious consequences
of disasters were the expression of an underdeveloped stage in non-industrial societies, to
be overcome through economic development. In the decades that followed, these concepts
were increasingly criticised by authors influenced by political economy and political ecology.
One important example of this is the authors linked to La Red (Red de Estúdios Sociales em
Prevención de Desastres em América Latina), such as Lavell (1996) and Cardona (1996).
Another example is the work of the Argentinean geographer Claudia Natenzon (2003) who,
influenced by post-normal science, combines four dimensions in her analysis of problems
such as catastrophic floods in Argentina: hazardousness, exposure, social vulnerability and
the uncertainties involved, the latter relating to limits both in the state of knowledge of the
problem and difficulties regarding institutional powers and normative aspects. It is not by
chance that all these authors, in their own separate ways, have developed integrated
approaches that extend the social dimension of vulnerability: they are all confronted with
the stark reality of the region, given that excluded populations in countries with a history of
social inequality live in a state of “everyday disaster” in terms of their survival strategies in
the face of precarious living and working conditions, which may severely intensify when
natural or technological disasters occur.

The limits of vulnerability: Historical processes of “vulnerabilisation” and the concealment
of conflicts and subjects
The approaches that have been cited and which deal with disasters recognise the central
dimension of vulnerability resulting from social iniquities aggravated by economic processes
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and public policies that disregard care for the populations most affected. However, in my
view, despite all their advances there are three significant gaps in the theoretical matrix and
methodological proposals of these approaches.
The first becomes evident when the theoretical framework does not explain the historical
reasons for a certain social group becoming vulnerable or, in other words, the processes of
“vulnerabilisation” in a particular territory and its population. The condition of being made
vulnerable, rather than being vulnerable, in populations and communities is important if we
are to redeem the history of processes which affect social groups and places in this way, and
also to attribute to social groups the status of subjects who have rights that have been, or
are being, taken from them (Acselrad, 2010). This gap may emerge, for example, when
referring to the vulnerability of black people during Hurricane Katrina without referring to
both the history of racism in the USA and urban planning in New Orleans, or also the
unequal access to the most important resources needed to mitigate damage amongst the
various social and ethnic groups (Bullard, 2005). Similar examples may be cited in relation to
the vulnerability of traditional peoples (Indians, quilombolas1 or traditional extractivist
communities) affected by the construction of large hydroelectric plants in Amazonia, the
urban populations affected by flooding in the Latin American metropolises, or even workers
and residents living next to dangerous industrial zones, principally in emerging or peripheral
countries (Porto, 2007).
The second gap is associated with the absence or lack of explicit reference to socioenvironmental conflicts that define vulnerable contexts. In failing to acknowledge or make
this explicit, these approaches to vulnerability tend to depoliticise the debate and emphasise
the passive nature of populations facing “systemic,” unquestioned social characteristics
(Loureiro, 2006) – or, as happens with certain relatively naive views, to assume that
accepting the most appropriate logical arguments (since they recognise the emerging and
reflexive complexity of humans) is sufficient to create the participatory processes and
dialogue required to form extended peer communities. This is, in fact, one of the problems
of a certain systemism which relates physicalist and ecosystemic phenomena to human and
social issues that are typical of reflexive complexity with no historical or critical vision.

1

Quilombolas: residents of communities (quilombos) founded by slaves who managed to escape from
plantations [T.N.].
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Normally environmental problems and vulnerable populations are submersed in a set of
power relations involving political and economic interests that reflect disputes between
different meanings and values that are related, for example, to the meaning of nature, life
and death, to the access, use and distribution of natural resources, to economic investments
and ways of distributing the benefits and damage resulting from these investments, to public
policies and institutional practices – in sum, to the model and meaning of human and social
development. Failing to recognise the existence of conflicts that emerge in territories,
whether related to disasters or public health problems, may lead analyses of vulnerability to
ignore the dialectical dimension of history and its “vulnerabilisation” processes, and to
accept a disregard for vulnerable people and their status as subjects as “natural.” The
problem with this is that the most substantive proposals for change are defined only in
terms of the arguments and good will of decision-makers or leaders within the context of
governments and public or private organisations in “collaborative” and depoliticised
contexts that are blind to conflict or dissent, even when this is central to an understanding of
the problem. In other words, confronting vulnerability essentially results from good
governance and possible conflict resolution without discussing the grounds for such
conflicts, rather than from the ability to mobilise, confront and gain ground on the part of
those faced with disrespect or injustice as vulnerabilised people.
Finally, the third gap concerns the concealment or invisibility of vulnerable populations,
or rather populations made vulnerable, and how they can be recognised and strengthened in
their role as collective subjects with rights. One of the key elements of vulnerability, and also
a dilemma and a contradiction within the concept itself, is that vulnerable populations
frequently find themselves absent from the formal political arena and public debate within
the hegemonic media. Alternatively, even if they are present, in contexts of extremely
unequal power balance they remain absent in terms of real participation as political subjects
who express opinions, denounce illegitimate practices and interests, demand solutions to
their problems and propose alternatives. This is further compounded when the territory in
question is a space that belongs to nobody, a non-subject not recognised as possessing
rights, such as forests, mango groves and rivers where hydroelectric plants, mining and
agribusiness monocultures are expanding, as can be seen in the Map of Environmental and
Health Injustice in Brazil [Mapa da Injustiça Ambiental e Saúde no Brasil] (Porto and
Pacheco, 2009). This invisibility can be understood more easily when vulnerability is
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associated with specific conditions that prevent or make expression and political
organisation exceptionally difficult, as may be the case with children, for instance.
Nevertheless, they may be transformed into collective subjects through the intervention of
women and mothers, as in certain paradigmatic cases of environmental justice movements
such as Love Canal (Brulle and Pellow, 2006).
However, in the case of many environmental problems the populations involved consist
of adults who have been discriminated against, excluded or disregarded as subjects. This
often happens when their condition intensifies the socio-environmental conflicts resulting
from power games by questioning the legitimacy of the means of appropriating resources
and wealth, or the distribution of risks and environmental burdens in a particular territory
and context. In these cases, the concealment or invisibility of such populations is deliberate,
given that the inclusion of certain interests or values in the political arena may make it
difficult for other hegemonic interests to flourish.
In other words, classifying certain populations as “vulnerable” may, in a paradoxical and
ambiguous sense, represent a kind of consolidation of their status as non-subjects with no
rights, whether they are exploited workers, ethnic groups who are the victims of racism,
traditional populations such as Indians, extractivist communities or quilombolas, poor
people living in urban peripheries facing multiple risks or, as Bullard calls them (2005),
“environmental sacrifice zones,” amongst other population groups.

Environmental justice movements and their development in Brazil
Although the concept of environmental justice was originally formulated in the USA, it is
important to note some aspects which differentiate its appropriation in other countries such
as Brazil. According to Mitchell et al. (1992), three tactical options were pursued by
environmental movements in the USA between the 1960s and 1990s, namely education,
direct action and policy reform, and it was precisely through direct action in conjunction
with the civil rights movements that expressions such as environmental racism and, later,
environmental justice were coined. In addition, Cole and Foster (2001) observe how
environmentalism in the USA is being reinvented on the basis of EJ movements organised by
specific local and ethnic communities – “people of color,” as Bullard argues (2000: 101), who
are particularly affected by the current environmental model – in the fight against the so-
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called environmental racism. These movements recover and re-channel issues that are
strategic to environmentalism, such as the development of technical expertise, the
simultaneous capacity for coalitions and litigation and direct participatory democracy,
characteristics that had already featured in the civil rights movements and other social
struggles.
In Brazil and other Latin American countries, in contrast, discussions have from the outset
placed a greater conceptual and political emphasis on the capitalist “model of development”
and the region’s role in unsustainable and unjust international trade involving the
appropriation of natural resources, as well as on the traditional and farming communities
living on the borders of capitalist expansion using natural resources. This reinforces an
important historical characteristic of the region: the historical pattern of social inequality
and ethnic discrimination that creates environmental conflicts in Latin America is closely
related to its involvement in the international economy as an exporter of raw materials and
rural and metal commodities (Porto and Milanez, 2009). However, in both Brazil and the
United States, environmental justice movements and theories give emphasis to a central
dimension of the concept of social vulnerability and its reversal: the role of communitybased organisation and political movements led by populations made vulnerable by
economic projects or state measures.
In Brazil, one important landmark in the environmental justice movement was the launch,
in 2002, of the Brazilian Network for Environmental Justice (RBJA) – information on its
origins, goals and actions is available on the Internet at www.justicaambiental.org.br. This
network is composed of representatives of various social movements, non-governmental
organisations (NGOs), environmental bodies, trade unions, militant researchers,
organisations of people of African descent and indigenous populations from throughout
Brazil. The main task of the RBJA has been to bring together different social movements
active in environmental justice, even though the majority had not adopted this expression
until joining the network. Despite being initially formulated in the USA, the environmental
justice movement has enormous political potential in countries throughout Latin America, in
that it makes it possible to bring together campaigns for social justice and care of the
environment. The main objectives of the RBJA include:


Promoting exchanges and the sharing of experiences, theoretical reflections,
contextual analyses and the planning of strategies for action amongst multiple actors
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involved in environmental struggles, including consultancy work for affected groups
by environmental, social science and healthcare professionals working with the
network;


Bringing together Brazilian researchers and social activists, and encouraging them to
form partnerships for joint work;



Creating national and regional agendas for research and action with the aim of
confronting concrete cases of environmental injustice and drawing up political
proposals and demands directed towards the state authorities;



Linking human rights with socio-environmental conflicts resulting from new
economic investment cycles and the appropriation by private enterprise of natural
resources, leading to exclusion and expropriation.

The RBJA has mobilised numerous bodies, social movements and environmentalists to
confront the pursuit of economic investments that are potentially destructive in various
territories and workplaces. Amongst other investments, the following have been highlighted:
the exploration and production of oil; mining and the iron and steel industry; the
construction of hydroelectric plants; economic sectors producing and using highly dangerous
chemical substances such as asbestos and POPs (persistent organic pollutants); the
expansion of intensive monocultures such as soy and eucalyptus plantations, as well as the
intensive use of pesticides, of which Brazil has become the main world consumer since 2009;
and, more recently, the nuclear issue in relation to uranium mining and the plan for new
atomic power stations. In all cases working parties have been formed to unite social
movements, the populations affected, and environmental and human rights NGOs, as well as
activist researchers who share their role in producing knowledge and new arguments for the
political debate.

Vulnerability and environmental justice: From vulnerabilised to collective subjects in the
struggle for justice
It is precisely because the contributions made by environmental justice offer the possibility
of filling the previously identified gaps in the concept of vulnerability that I consider them to
be important. They give a central place to the voices of the affected populations whilst also
making explicit what and who loses or gains in terms of economic and social processes in
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territories in which “vulnerable” populations live, particularly in the light of environmental
degradation and the creation of hazards, including more severe crises such as disasters.
According to Acselrad (2004), one of the main principles of environmental justice can be
found in its critique of the depoliticising concept which affirms that the causes and
consequences of environmental problems affect everyone indiscriminately, regardless of
social class, gender, ethnicity, colour or the area in which they live. As already stated in the
introduction, EJ works with the idea that inequalities and discrimination in society are
essential to understanding and confronting environmental problems. Without denying the
importance of the contemporary environmental crisis, the contributions of ecology and the
occasional progress offered by certain technological, organisational and economic proposals,
EJ stands out as a counterweight and an alternative to the disrespect for human rights
shown by some conservationist trends, as well the technocratic position and acritical faith in
the solutions offered by eco-efficiency and the green economy (Martinez-Alier, 2002).
With regard to the first of the gaps identified, concerning the limits of the concept of
vulnerability, various authors who study and cooperate with the EJ movements have
analysed the historical nature of environmental problems through the principles of dispute
and distribution in territories, in terms of both natural resources and the burdens of a social,
industrial and commercial metabolism resulting from hegemonic models of production and
consumption governed by market principles and unfair international trade practices
(Acselrad, 2004 and 2010; Bullard, 2000; Martinez-Alier, 2002; Porto, 2007). In this context,
the contributions of the critical social sciences, political geography, political ecology and
economic ecology have been important both for building theoretical foundations and
revealing historical and ongoing processes. One relevant example of the work of the
environmental justice movements in Brazil which incorporate the historical element can be
found in the disputes over natural resources, such as the use of water from hydrographic
basins to construct dams for the big hydroelectric plants, as well as the land used for
expanding agribusinesses. In the case of the former, the arguments presented by the
movements and partner organisations have revived, amongst other aspects, the history of
the exploitation and dispossession of traditional peoples such as indigenous populations and
communities of African descent, and the material and symbolic dependence of these
populations on nature, which is being rapidly destroyed by business ventures. They have
produced a critique of the aims of electricity generation, which is heavily committed to
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serving the extraterritorial economic interests of groups associated with agribusiness, the
iron and steel and bauxite and aluminium industries, or even contractors involved in building
infrastructures (Porto and Milanez, 2009).
In relation to the second gap, and as a consequence of the previous dialectical
perspective, it is recognised that many environmental problems are marked by conflicts
associated with such disputes, as well as by the suffering and fears of the populations
affected. In other words, the conflicts created by the appropriation of natural resources and
public space for specific purposes which generate exclusion, expropriation and injustices
produce reactions from the social movements, groups and populations whose fundamental
rights are affected, involving issues such as health, work, culture and preservation of the
environment. Furthermore, environmental conflicts tend to become radicalised in societies
marked by strong social inequalities and ethnic and racial discrimination, in addition to the
imbalances in terms of information and power that characterise decision-making processes
and institutional practices (Porto and Pacheco, 2009). In practice, these conflicts are
expressed both in direct actions, such as those carried out by the movement known as
Justiça nos Trilhos which, amongst other campaigns, has interrupted the passage of certain
trains transporting minerals in the northern region of the country, and in the denunciation of
decision-making processes in institutional arenas seen as invalid for not acknowledging and
discussing of problems raised by vulnerable groups facing the most serious injustices. This
may include both public hearings on the awarding of licences for activities which create
impacts, such as forums, committees and conferences organised by government
departments concerned with issues such as health and the environment. In theory these
arenas should be democratically open to wider participation by members of society and
dedicated to defining public policies, regulatory standards and guidelines for institutional
practices. However, since they were created, the environmental justice movements in Brazil
have faced the dilemma of whether to participate critically in these committees and
conferences and institute change from within, or withdraw from them and present their
criticisms from the outside without direct participation, due to the corruption, imbalances,
and forms of co-optation that legitimise decisions counter to the EJ movements, or because
of the excessive drain on political and personal resources resulting from participation (Porto
and Pacheco, 2009).
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Finally, the third gap, namely the invisibility and concealment of the populations affected
and their interests, is considered a central issue by EJ, and therefore its most important
concern is to organise the affected communities and groups with the aim of making them
political subjects, as well as direct actions taken by them in the defence of their interests. In
addition to actual political organisation, which may unfold on more local levels or in
conjunction with national and international movements and networks, the development of
new arguments and symbolic struggles has become strategic, in partnership with academics,
militants, organisations and research groups. The actions and counter-arguments produced
seek to delegitimise the discourses, practices and public policies deployed to defend
hegemonic development models which overvalue the benefits of large-scale enterprises and
the market economy, and conceal or make the environmental risks and vulnerabilisation of
the affected populations invisible (Porto 2007). Countless examples may be cited of actions
over the past ten years in Brazil that reflect the transformation of vulnerable groups into
collective subjects with rights, given that EJ, by definition, materialises in practical terms
essentially through the political organisation of the affected groups. One important example
in recent years has been the campaigns against uranium mining in Brazil. The small town of
Caetité, in the interior of the State of Bahia, has been the stage for numerous local
movements organised into a network by the RBJA which have reverberated nationally,
whether due to the reports that have been produced, such as the one recently written by
the Environmental Law reporting coordinators at DHESCA Brazil (Brazilian Platform of
Economic, Social, Cultural and Environmental Human Rights), or the direct action campaigns,
such as the recent road block carried out by thousands of residents to prevent the passage
of lorries bringing radioactive waste from the State of São Paulo to be deposited in Caetité.
In addition to the as yet unclear issue of the impact of radioactivity on the water supply, the
case also involves the work of farmers, the population’s health and quality of life, and
confronting the attitude of the public regulatory bodies and the company responsible for the
mining, the state-run Indústrias Nucleares Brasileiras (INB).2 The conflict has been
aggravated by the fact that the main regulatory and supervisory body of nuclear activities in
the country is an INB shareholder, and by the increasing mobilisation against the Brazilian

2

See http://www.oeco.com.br/noticias/25049-populacao-de-caetite-reclama-de-uranio, consulted 14.03.2011.
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nuclear programme, which envisages building numerous plants in the coming decades and is
being questioned more intensively in the wake of the Fukushima tragedy in Japan.

Final considerations
The concept of vulnerability, since it is approached from different perspectives by specialists
from various phenomenal “worlds,” may be considered strategic to the development of
integrated analyses of complex problems that involve different dimensions – social,
economic, environmental, cultural or heath. Integrated and trans- or interdisciplinary
approaches have been particularly influenced by political economy, the social sciences and
ecology in terms of environmental and health problems and disasters. Some key questions
may be raised when the concept of vulnerability is considered in relation to certain
environmental problems and their consequences for the health of populations, including
workers. In addition to operationalizing the concept by producing socio-economic indicators
designed to aid our understanding of which population groups are most vulnerable in the
face of certain dangers or situations, the discussion on vulnerability also introduces ethical
and political questions into the debate. On the one hand, vulnerability must be recognised as
part of the human condition, as should our capacity to confront it, thus highlighting certain
essential questions that have pervaded the history of civilizations and cannot be answered
adequately by modern science. A significant portion of the cultural, artistic, philosophical
and religious production of humanity since time immemorial, ranging from the mythological
Greek tragedies and mystical orders of the Middle Ages to the science fiction films and
literature of the present day, is dedicated to the mysteries and existential dilemmas that in
some way permeate the theme of human vulnerability.
However, in addition to this existential dimension, the concept helps to make explicit that
what is at stake is not only the predictive and operational aspects relating to such groups,
but the substantive and political nature of the actual risks and vulnerabilities – in other
words, whether they are morally acceptable or not, how history has produced such
conditions, and the social, political, cultural, economic, scientific and technological
processes, amongst others, that may alter the dynamics of producing vulnerability.
In analysing certain environmental and social problems, it is possible to see vulnerability
as the simultaneous expression and abuse of human freedom. In addition to being an
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expression of the finite nature of the human being in the face of natural forces and lifedeath cycles, it derives from economic and technological development options and the
power exercised by some human beings over others, or over nature. The affected
populations resist and mobilise to defend their interests, and nature reacts and reinvades, as
Bruno Latour put it, the closed and allegedly controlled world of science and laboratories,
intervening in human and non-human life cycles. Unrestricted freedom, power, uncertainties
and ignorance combine to increase vulnerability in modern societies, which, by developing
their science and technologies, explain certain mysteries and bring many comforts. But
opening up Pandora’s box in situations of injustice and arrogance releases forces that
prevent the exercise of this freedom and the creation of virtuous life cycles, particularly in
territories, countries and regions with a lack of democracy, whose economic operations and
decision-making processes in an era of globalisation do not acknowledge the interests,
values and culture of local populations.
The perspective of political epistemology developed in this article enables the
contributions of environmental justice to be understood in various ways. Making the issue of
risk and the uncertainties of knowledge explicit removes the legitimacy of a specialist peer
community defining, in isolation, the parameters of the problem and the arguments most
relevant to decision-making. The link between this issue and justice allows for discussion of
risks and dangerous situations that are morally unacceptable because they are avoidable,
but are still imposed on groups which are socially more discriminated against and
vulnerable. The notion of justice also encourages the development of joint supportive action
involving various individuals and organisations that aim to transform this reality by
recognising the role of conflict and the actions of vulnerabilised groups as collective subjects
working for change. When a socio-environmental problem is analysed in a context of
vulnerability, it is important to know that we are not alone: normally other people,
organisations and social movements have already developed, are developing, or intend to
develop knowledge and actions in relation to similar issues. In the academic field, supportive
action highlights the relevance of engaged science and researchers who combine activism
and knowledge production.
Another important current strategy for analysing and confronting more complex
environmental problems, whether on a local, regional or global level, is organising social and
intersectoral networks. These networks make it possible to share both the production and
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dissemination of knowledge and joint actions in a collaborative and supportive way. Social
networks may be understood as flexible structures which enable the construction of
communities of practice by integrating channels of communication and strategies for action,
establishing broader and more supportive commitments between individuals, social
movements, institutions, and government and non-governmental organisations, organised
around common causes. Networking helps us to think in a systemic, supportive and
responsible way about responding to problems, whilst it also expresses more adequately the
integral functioning of biological and human life, bridging ecological, social and ethical
dimensions. The case of the Brazilian Network for Environmental Justice is a concrete
example of this kind of production and action to reduce the enormous socio-environmental
vulnerabilities that characterise contemporary societies, particularly those suffering from a
serious lack of democracy and social inequality.

Translated by Sheena Caldwell
Revised by Teresa Tavares
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Economic Growth and Inequality: The New Post-Washington Consensus*
The debate on economic policy has developed significantly in the past decade. The so-called
Washington Consensus, which dictated most of the solutions proposed by international
financial organizations, began to be questioned when a large number of emerging economies
reduced their reliance on multilateral debt. The crisis of 2008 and 2009 accelerated the
process of reflection on the prescriptive nature of the policy proposals advocated by
monetarists, with their insistence on a uniform view as if all situations were alike. This has
been termed ideology, and the ideology associated with the Washington Consensus has failed
even in its methodological principles, as clearly demonstrated by the internal debate within
organizations such as the International Monetary Fund and the World Bank. This article
reviews the various internal arguments of the international financial organizations, and
provides a critique of preconstructed models involving a return to Keynesian economics. It
ends with an optimistic view of the broadening and democratization of the debate on
economic policies, termed the new post-Washington Consensus.
Keywords: Washington Consensus; financial crisis; economic development; financial system;
globalization.

The prefix “post” has now become a common currency spreading from philosophy to the
political scene of globalization. It signals the overthrow of West-originated certainties that
have long been used to explain and govern the world.
With the devastating crisis that hit most of the wealthy countries1 and the failure of the
financial systems, we entered a new era, characterized by both conjunctural and structural
changes. It entails a profound transformation that affects the perception and the
distribution of power. Could this mean the end of the so-called Washington Consensus?

What is the Washington Consensus?
The term “Washington Consensus” comes from a simple set of ten recommendations
identified by economist John Williamson in 1989: 1) fiscal discipline; 2) redirecting public
expenditure; 3) tax reform; 4) financial liberalization; 5) adoption of a single, competitive

* Article published in RCCS 94 (September 2011). Thanks are due to Elena Proden and Adriana Jacinto for their
help in preparing this text.
A different version of this article was published in English in Géopolitique Africaine, 43 (2012), with the title “Is
There a post-Washington Consensus?”
1
In this text, the term wealthy countries refers essentially to G7 members and the European Union. Other
methods of measuring economic wealth would undoubtedly produce a different list, but in common speech
the term is still associated with the abovementioned group of countries.
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exchange rate; 6) trade liberalization; 7) elimination of barriers to foreign direct
investment; 8) privatization of state owned enterprises; 9) deregulation of market entry
and competition; and 10) secure property rights. The reference to “consensus” meant that
this list was premised on the ideas shared at the time by power circles in Washington,
including the US Congress and Administration, on the one hand, and international
institutions such as the Washington-based IMF and the World Bank, on the other,
supported by a range of think tanks and influential economists.
It is important to note here that the theoretical foundations underlying these policy
recommendations were nothing else but neoclassical economics espousing a firm belief in
the market’s “invisible hand,” the rationality of economic actors’ choice, and a minimalistic
vision of the states’ regulation of economies. The advent of this new paradigm has also
marked the retreat of development economics as a distinct field, which had been long
dominated by the “Dependency School” and other theories (Naim, 1999), often in sharp
contrast with neoclassical economics and methodological individualism. It was
development economics that had often guided policies experimented with in developing
countries before the Washington Consensus era. Most independent African governments,
for example, sought to promote industrialization, in an effort to develop local production
and reduce imports, promote employment, raise the standard of living, and break out of
the vicious circle of trade patterns epitomized in the Prebisch-Singer hypothesis
(unfavorable terms of trade for commodity-exporting and manufacturer-importing
countries). The Washington Consensus’ recipes, by contrast, were presented as universal,
similarly applicable in the context of developed and developing countries, even if they
ended up being implemented in a discriminatory and uneven fashion.
Washington Consensus policies were applied for more than two decades in such diverse
contexts as Africa, Latin America and Asia, as well as in countries emerging from real
socialism in Eastern Europe and Central Asia. There were usually two major stages of
intervention: the first focused on macroeconomic stability and structural adjustment
programs, and the second included such objectives as improving institutions, reducing
corruption or dealing with infrastructure inefficiency (Naim, 1999). The conditionality
exercised by the Bretton Woods institutions and wealthy countries played a crucial role in
indebted countries’ decisions to push through macroeconomic stabilization reforms and
structural adjustment programs. The debt crisis that first affected a number of Latin
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American countries and then African and Asian countries, in the 1970s and 1980s, further
increased their dependence on external loans, leaving them no other option than to follow
the prescriptions that enabled them to access financing.

What Exactly Went Wrong?
Washington Consensus policies have been criticized since the 1990s by a significant
number of leading economists. Most notably, Joseph Stiglitz, chief economist at the World
Bank from 1997 to 2000, criticized the policies prescribed by the IMF in response to the
financial crises in Russia and Asia (Stiglitz, 2003); Paul Krugman was in favor of Asian
governments imposing controls on capital flows in 1997-98. The debate generated over
the response to the crisis provided a good illustration of the deep divide between leading
economists, who either supported or opposed the IMF. The Washington Consensus purists
insisted on the importance of stabilizing exchange rates in times of crisis through public
budget cuts, higher taxes and interest rates and other recessive measures. Their
opponents criticized such policies, arguing that they would lead to recession (Naim, 1999).
Stiglitz called attention to the fact that sharp increases in interest rates would contribute
towards the deepening of the crisis (Stiglitz, 2003).
It is now commonplace to say that structural adjustment (SAP) and macroeconomic
stabilization programs had a disastrous impact on social policies and poverty levels in
many countries. Following the first wave of reforms undertaken by debt-affected African
and Latin American countries – which included public expenditure cuts, introduction of
charges for health and education, and reductions in industrial protection, leading to high
unemployment, poverty rise and unequal income distribution – UNICEF published the
report Adjustment with a Human Face (1987), which called for “meso-policies” to be
redirected towards protecting social and economic sectors that were essential to the
survival of the poor, through the introduction of social protection programs.
The period of structural adjustment programs in sub-Saharan Africa in the 1980s was
characterized by poor economic performance. The GDP rose by less than 1% in Africa
between 1979 and 1992, whereas East Asia and the Pacific, where the state played an
active role in promoting industrial and social policies as well as in poverty alleviation,
registered an average growth of 5% between 1986 and 1992. African investments
declined, and the continent’s share in world exports also fell by more than one-half
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between 1975 and 1990. The share of Africa in agricultural and food exports dropped from
21 to 8.1% of developing countries’ exports, and in manufactured goods exports from
7.8% in 1980 to 1.1% in 1990. Some critics pointed out that liberalization policies, and such
policies as the elimination of subsidies for fertilizers, had a negative impact on agricultural
productivity and output. Price reform promoted export crops over traditional food crops.
Others argued that export crops contributed to indebtedness, or that adjustment
programs exacerbated unequal land distribution, promising that “efficient” land markets
would replace traditional tenure systems, while encouraging deindustrialization through
“wholesale privatization and unfettered markets” (Sahn, Dorosh & Younger, 1997: 1-6).
One of the major drawbacks of the policies imposed by the IMF and the World Bank
was the lack of technical expertise and strategic capability on the part of the implementing
countries. A structurally unequal donor–recipient relationship was established, in part due
to the weakening of the public sector induced by the drastic reduction of the
administrative machine. The fast and uncontrolled liberalization of small African
economies presented additional dangers, such as the high volatility of capital flows, but
a larger problem for African economies is that their growth potential is directly affected by
their ability to export and use export revenue to diversify production. Their ability to do so is
constrained by a global trade regime inimical to the full development of African countries’
comparative advantage. Limited market access for low-cost textiles, cotton, and agricultural
products and competition from heavily subsidized industrial economy exports effectively
prevent growth. (Manuel, 2003: 18)

The social impact of these reforms was devastating for Sub-Saharan Africa. Many
economists recognized that the difficulties associated with the promotion of economic
stability and liberalization had a disproportionate impact on the poor, leading to greater
poverty and unequal income distribution. International financial institutions, particularly
the World Bank, displayed great intellectual arrogance in failing to acknowledge for a long
time the vastly negative impact of such policies, denying the criticisms leveled at them,
and limiting their response to launching compensatory programs (Sahn, Dorosh &
Younger, 1997: 6).
It is thus not surprising that macroeconomic stabilization and structural adjustment
policies prompted a wave of popular unrest that contributed to the recrudescence of
many civil wars in the 1990s. The 1997 Asian crisis also raised some important questions
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about the consequences of the deregulation of financial markets and demonstrated the
limits of Washington-based policy thought.

The Structural Consequences of the Washington Consensus
The rapid economic growth registered in many regions of the South in the first decade of
the 21st century, accompanied by expanding trade and investment, offset the worries of
the financial markets, which ignored the signs of the impending storm. In 2008, however,
the crème de la crème of the economist profession, as well as the governments of rich
countries, finally had to face the inconvenient truth about the imperfection of markets.
Massive and uncontrolled financial speculation has produced the worst global economic
crisis since the Great Depression, suddenly revealing a number of structural “diseases”
that the Washington Consensus had been hiding under the rug.
The global downturn was revealing in two major respects. First, the domination of the
financial sector over the real economy had led to the creation of bubbles, to
unpredictability for the future of economies, and increased vulnerability of populations,
simultaneously increasing unequal income distribution and the gap between rich and
poor. Second, it called into question the prevailing economic theories that served as a
basis for formulating and prescribing policies, including those formulated by BrettonWoods institutions at global level, in particular structural adjustment programs.
In reality, after three decades of Washington Consensus, we have been witnessing a
confluence of crises including spikes in food and energy prices as well as financial and
economic downturn, further aggravated by the impact of global climate change and growing
demography. A recent article that I co-authored with Ignacy Sachs and Ladislau Dowbor
stresses the striking convergence of critical tendencies, “the synergy of behaviors that [...]
are destroying our fragile spaceship,” referring to the interdependence of trends in areas
traditionally considered separately, such as demography, climate, industrial and agricultural
production and consumption, pollution, etc. (Lopes, Sachs & Dowbor, 2010: 1, 3).
There is now more awareness of growing inequalities and the scandalous concentration
of income – with the richest 20% getting 82.7% of the global income (Lopes, Sachs &
Dowbor, 2010: 5). The dramatic rise in the share of poor people living in so-called
emerging countries reveals how unequal income distribution is becoming, even in rapidly
growing economies: 72% of the poor worldwide currently live in middle income countries,
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whereas two decades ago 93% lived in low income countries (Sumner, 2011). In the
current structure of power, economic growth, even when generated by technological
innovation, benefits the financial intermediaries that pursue short-term maximization of
profits rather than the engineers of the process (Lopes, Sachs & Dowbor, 2010: 5).
Productive inclusion as reflected in the formal sector is the exception rather than the
rule. Production and consumption patterns reveal an abnormal deformation of priorities,
where military budgets and luxury consumer goods dominate over access to basic services,
education and health:
The planet produces almost a kilo of grain per day per inhabitant and we have more than
one billion people going hungry. The ten million children who die of hunger, no access to
clean water and other absurd causes constitutes an unbearable scandal. But from the
private investment point of view, solving essential problems generates no profits, and the
orientation of our production capacity is radically deformed. (Lopes, Sachs & Dowbor, 2010:
7)

These systemic failures are principally due to a skewed configuration of production
processes, false structures of incentives, and an economic framework that externalizes
social and environmental costs, relying exclusively on the “rational choice” of actors and
the “natural” balance of the market – to say nothing of the way the global economy is
currently run. The power imbalance within the global structures of financial and economic
governance, namely the IMF and the World Bank, is evident on three levels:


First, the prevailing ideology, entirely dominated by monetarist thought, imposed on
the countries of the South and transition economies for more than 20 years, despite
blatant failures and disastrous social impact;



Second, the power structure established by voting shares within the IMF and the
World Bank, which still does not reflect the size of economies, not to mention the
representation of the interests of the poorest;



Third, the strong belief that wealthy countries would never be affected by crises,
something that justified discriminatory practices in terms of surveillance before 2008
(IEO, 2011) and the application of double standards during the crisis. Thus, the
financial crisis that resulted from spiraling deregulation did not come as a complete
surprise.

Concerning the last point, we need only compare the IMF response to the current
European crisis with the policies it implemented in the 1980s and 1990s to have an idea of
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those double standards. Although there has been a laudable change of attitude, favoring
the social dimension instead of creditors’ interests, the fact is that these policies are only
being promoted now, in Europe, hypocritically erasing the past. What is there to say of
facts such as these: the total African external debt was $324.7 billion USD in 2010,
meaning 20.7% of GDP, while the public debt of the United States was $14.5 trillion USD in
the same year, or 98.6% of GDP?

How Did Science Become Ideology?
The ostensible belief in recipes that don’t work and yet continue to be used is somewhat
of a paradox. When theoretical tools designed to help comprehend reality are used
without regard to their limitations, or when findings are selectively adjusted to endorse
one single view premised on wishful thinking, then science becomes ideology.
Globalization as it emerged and was perceived over the last decade of the 20th century
prompted a wave of opposition. The most radical and vocal opponents of the Washington
Consensus accused Bretton Woods institutions and wealthy countries of spreading a new
ideology – neoliberalism. Leading economists got blinded by the myth of perfect markets,
either by choice or circumstance. As Paul Krugman sarcastically put it, “the economics
profession went astray because economists, as a group, mistook beauty, clad in
impressive-looking mathematics, for truth” (Krugman, 2009: MM36).
The neoclassical notion of market efficiency, challenged by John Maynard Keynes, who
called for active government intervention in the marketplace by printing more money and
increasing public spending to boost demand during the Great Depression, is now again the
focus of attention. The truth is that the blind belief in markets has enjoyed great
popularity in the last two decades. Led by Milton Friedman, monetarism invaded
economic thought in the 1970s, seeking to reconcile macroeconomics with neoclassical
microeconomic postulates in order to bring back to center stage the idea of market
efficiency. Monetarists admitted only limited forms of government intervention, linked to
a very modest regulation of money supply. Famously, Milton Friedman called for the
dissolution of the IMF since it interfered with the workings of the free market. Many
macroeconomists completely rejected Keynesian theory regarding economic crises, and
others “returned to the view of Schumpeter and other apologists for the Great
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Depression, viewing recessions as a good thing, part of the economy’s adjustment to
change” (Krugman, 2009: 36MM).
This debate had a strong influence on IMF postulates in particular. Without adopting
monetarism wholesale, the major concepts of the Washington Consensus provided
responses to the IMF’s concerns with minimizing regulation and letting markets do their
work. It was this approach that led the IMF to believe that its main job was to liberalize the
market in the countries of the South, and later in so-called transition economies since
these represented the major obstacle to an open economy.
The report recently produced by the IMF’s Independent Evaluation Office on the failure
of the IMF’s surveillance role, vehemently criticized its performance on one of its main
functions — warn member countries of the risks building up in the world economy, as well
as in their national contexts. Among the major impediments identified by the Evaluation
Office were “a high degree of groupthink, intellectual capture, a general mindset that a
major financial crisis in large advanced economies was unlikely, and inadequate analytical
approaches” (IEO, 2011: 17).
A careful reading of the report’s findings reveals additional inconvenient truths. First,
intellectual narrow-mindedness creates situations where the line between what we see
and what we want to see is too easy to cross. Another important reason for the IMF’s
failure to report accurately and produce honest analysis was the influence of the largest
shareholders on surveillance and policies (IEO, 2011: 20).
The IEO drew an unflattering picture of the IMF staff, pointing to “cognitive biases,”
including a homogeneous mindset (groupthink) and an “insular culture” that rarely
referred to external research; the belief that economists in advanced countries were
better aware of what was happening in their own countries, overlooking the importance
of financial issues and the analysis of macroeconomic linkages; overreliance on models
and similar tools, such as macro modeling, which practically did not include the analysis of
money and asset markets; overreliance on simplistic and first-round examination
techniques, such as stress testing, to determine the soundness of banking systems; and
worst still, misinterpretation or dismissal of certain data for the sake of theoretical
coherence (IEO, 2011: 17-19).
Intellectual honesty was further injured by the lack of reference to the limitations of
data or to the existence of different analyses. The IMF epitomized the major drawbacks of
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modern knowledge production and applied research, characterized by sectoral approaches
and lack of holistic analysis. More specifically, it opted for economic theories, quantitative
and data selection methods that sustained the coherence of its neoclassical assumptions.
Dissenting views were silenced given the power chain reaction between the largest
shareholder countries and senior management. The authors of the evaluation report also
noted the complaints about lack of even-handedness in the treatment of different
countries (IEO, 2011: 20). To put it in a nutshell, the main institution in charge of
macroeconomic policy recommendations produced an analysis that was heavily influenced
by its most powerful members, and promoted conformity, self-censorship, data selectivity,
and one set of analytical approaches implemented in a discriminatory manner.
It is essential to engage in an honest academic dialogue and to promote intelligent
systems of governance that are open to a plurality of approaches and lead to fruitful
synergies between different contributions. Regrettably, however, there are too many
cases of bias in the collection and interpretation of statistical data. We have a growing
awareness of the multifaceted and diverse nature of our world, and of the interconnection
between the various challenges that we face. This opens up new perspectives on how we
can see and interpret the world around us, helping us to think outside the box. Besides the
GDP, the Human Development Index (HDI), the Gini coefficient, and the Happiness Index
represented important breakthroughs. The number of economic, social, and statistical
indicators that can help us understand the importance of demography is growing at a fast
pace. For instance, the way in which we currently measure international trade does not
reflect the complexity of global production chains (Lamy, 2011).
Bearing this in mind, Robert Zoellick, the president of the World Bank, sent an
important signal when he initiated the liberalization of the Bank’s information policy,
granting public access to about 7000 data sets that were previously available only to
subscribers, mostly governments and researchers. During the first month alone, 4.5 million
individual visitors accessed the site. Since these data are used to define social and
economic policies, their importance as a bargaining tool is fundamental. The data and
methodology underlying the analysis and political recommendations of the World Bank
are thus open to public scrutiny. Robert Zoellick described his decision as a
“democratization of development economics” (Strom, 2011). Maybe this is an
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exaggeration, but the truth is that after the failure of the Washington Consensus in what
concerns the transparency of its methods of analysis, any progress is welcome.

Significant Changes in Africa and Its Role
The sets of indicators we select for our analysis and the way we collect, define and
interpret data are important. The divergence between the Washington-based institutions,
on the one hand, and the United Nations, on the other, in the 1990s with regard to the
impact of structural adjustment reforms provides a compelling example of different
recommendations based on different approaches.
The growing influence of the South, including African countries, is a factor that is going
to contribute to change on many levels. At present, we cannot afford to ignore
divergences, since the major players and power relations are rapidly changing dominant
ideas. When Goldman Sachs coined the term BRIC (acronym for Brazil, Russia, India, China)
in 2001, many did not take it seriously. The 2008-09 crisis accelerated the shift in the
global balance of power, and the G20 took over the leading role from the G8. In 2010,
BRICS, now including South Africa, already accounted for 25.6% of the world’s GDP, 15.5%
of trade, and 42.6% of the world’s population (2,940 million).
In terms of economic relevance, African countries are still relatively marginal. However,
the continent’s average growth rate increased by 5 to 6% during the last decade, and the
OECD reported that the rate of return on investment there has been the world’s highest in
recent years. A new study by Ernst & Young indicates that foreign direct investment (FDI) in
Africa grew 87% in the last decade, and that FDI flows continued even during the crisis and
may even accelerate in 2012, reaching 150 billion USD by 2015 (Ernst & Young, 2011: 7). The
Boston Consulting Group has recently arrived at a similar conclusion based on somewhat
different data, namely an annual growth in exports of 18% since 2000, similar to BRICS, and
an annual increase of over 8% in the revenues of the 500 largest African companies since
1998. This report (produced before the Arab revolutions) points to the emergence of the socalled “African Lions” (by analogy to the “Asian Tigers”), which include Algeria, Botswana,
Egypt, Libya, Mauritius, Morocco, South Africa and Tunisia (with a collective GDP per capita
of 10,000 USD, exceeding that of BRICS), soon to be joined by Ghana and Nigeria (BCG, 2010:
1-2).
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The population of Africa has exceeded the 1 billion mark. Demographic growth is
considered a crucial element in the shift of power from North to East and South, and the
fast growing middle classes both in emerging countries, such as BRICS, and in Africa seem
to account for a significant part of global demand. Recent analyses indicate that the lower
middle class in countries of the South represents a huge, fast growing new market, which
will determine different products and services from those until now supplied to the middle
classes of wealthy countries.
These recent developments, especially in Sub-Saharan Africa, coincide with a period in
which the control of International Financial Institutions (IFIs) has weakened, opening up a
space for the reformulation of policies. African countries are now beginning to talk of
pushing industrial policies forward. The 2011 African Report of the United Nations
Conference on Trade and Development (UNCTAD), entirely dedicated to industrialization
in Sub-Saharan Africa, argues that the best way to confront the convergence of the food
and energy crises and global economic depression is to promote industry. Economic
diversification and structural transformation, involving a shift from low to high
productivity activities, are expected to increase Africa’s resistance to external impacts.
Industrialization, improved labor productivity in agriculture and developments in the
service sector are factors that can help meet the challenges of job creation for the millions
of young African people entering the labor market each year (UNCTAD, 2011: 3-4). In fact,
industrialization is an integral part of the national development programs of South Africa,
Egypt, Ethiopia, Kenya, Namibia, Nigeria and Uganda (Altenburg, 2011).
Some experts believe that the development of agribusiness provides an opportunity for
improving the standard of living of poor populations. Currently, African agriculture has a
low rate of capitalization, mechanization and added value. The value of agribusiness
production in Sub-Saharan Africa is four times lower than Brazil’s, and the agricultural
share of GDP in Africa exceeds that of agribusiness by 10%. As a result, less than 30% of
agricultural produce is processed in Africa, as compared with 98% in high-income
countries. African countries generate only $40 USD for processing 1 ton of agricultural
produce, i.e. 4.5 times less than high-income countries (Korwama, 2011).
The emphasis placed on agriculture has become not only a solution for the problem of
hunger, but also an attractive road to development in a period of high food prices,
potentially inverting the Prebisch-Singer hypothesis. In contrast to meso level policies, some
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development experts have shown a renewed interest in developing so-called inclusive
businesses, whose activities are market based but geared towards generating social benefits
by involving beneficiaries as suppliers and customers. A recent study by the Monitor Group
identified at least 439 enterprises of this kind in nine countries in Sub-Saharan Africa
(Monitor Group, 2010: 3-4).
Even the World Bank has shifted from a pessimistic stance to a generalized euphoria
over the future of the continent:
Sub-Saharan Africa […] in 2011 has an unprecedented opportunity for transformation and
sustained growth. […] Putting these factors together, the Bank concludes that Africa could be
on the brink of an economic take-off, much like China was 30 years ago, and India 20 years
ago. (The World Bank, 2011: 3-4)

The Impact of the Financial Crisis on the Washington Consensus
The reconfiguration of economic geography started exerting pressure on the old and
inadequate governance structures of the IMF and World Bank established after the Second
World War. As a result, they began a slow process of reform that included the
redistribution of voting shares. First, the voting share of Sub-Saharan Africa rose by 3%,
but continues to represent only 1.4% of the total. After a second round of revisions,
China’s calculated quota share rose from 6,38 to 7.47%, which placed it ahead of Japan
(whose calculated quota declined to 6,99%), but still behind the United States, with 17.8%.
The total share of the European Union is estimated to fall from 25% in 2000 to 18% in
2015. Similarly, as a result of the reform of the World Bank governance, only 3.3% of votes
have been transferred from OECD to developing countries. China’s share rose from 2.77 to
4.42%, thus turning it into the third largest shareholder after the US and Japan. However,
the US continues to be the leading player, holding 16,85% of voting shares, while more
than one-third of African countries saw their shares actually decrease.
The financial downturn signaled the need for more radical transformations within the
IMF. In early 2011, the IMF’s leadership suggested that SDRs (IMF’s Special Drawing Rights
currently composed of the dollar, pound, euro and yen) could help stabilize the global
financial system. For this to happen, their current role as a reserve currency with the
Fund’s loans denominated in SDRs would need to be substantially expanded to areas such
as “a potential new class of reserve assets: tradable SDR denominated securities issued by
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the Fund,” or “a unit of account which could be used to price internationally traded assets
(e.g., sovereign bonds) or goods (e.g., commodities).” These suggestions were presented
and analyzed in a report published by the IMF in January 2011, which argues that “In order
to make a difference in any of these areas, the role played by the SDR would need to be
enhanced considerably from its current insignificant level. Very significant practical,
political, and legal hurdles would need to be overcome in the process” (IMF, 2011: 1).
Moreover, it was argued that the inclusion of currencies of emerging economies in the
current SDR basket would help promote such objectives as increasing the supply of safe
global assets and “reducing negative impacts of exchange rate volatility among major
currencies” (ibidem). Such proposals obviously come close, if anything else, to developing
an alternative to the US dollar as the global reserve currency.
The proposals for an alternative reserve currency also reflect the growing influence of
emerging economies, whose central banks, particularly in China, are diversifying their
foreign currency basket and moving away from the US dollar, which devalued significantly
against stronger currencies in the first half of 2011. It should be noted, however, that
emerging countries have a high percentage of their reserves in US treasury bonds, and thus
want a stronger dollar (Addison, 2011).
The major world creditors are now countries of the South, many of which achieved
success through policies that challenged the orthodoxy of the Washington Consensus. The
IMF’s Chief Economist, Olivier Blanchard, recognized that “in the age-old discussion of the
relative roles of markets and the state, the pendulum has swung — at least a bit — toward
the state,” and that “distortions within finance are macro-relevant” (Blanchard, 2011). This
implies a humble stance but not necessarily a fundamental change.
Indeed, the IMF’s recent stance on the European debt crisis was at times surprising for
those used to the old style Washington Consensus. In Ireland, the IMF first appeared as
defending the interests of the Irish taxpayers in the face of the European Central Bank and
Ireland’s creditors by putting forward a plan to reduce “€30 billion of unguaranteed bonds
by two-thirds on average” (Whitney, 2011). It later changed to a more traditional role as
the Euro area crisis deepened and creditors began to exert pressure. In any case, the
macroeconomic policies promoted by some Southeast Asian countries as well as Latin
America’s fiscal conservatism coupled with aggressive social policies (through income
transfer programs) have placed the Washington Consensus on the defensive.
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The Post-Washington Consensus Era: New Hope for Economists?
While neoclassical theories are undergoing close scrutiny, economists need to remember
how Keynes challenged the perfection of markets, particularly financial markets, making
the case for regulation.
The return of the State onto the scene to correct market failures is inevitable. Ha-Joon
Chang remarks that “industrial policy is conspicuous by its absence,” reminding us of the
export-oriented industrial policy experience of South Korea: “sustainable export success
over a long period of time, for which the country is justly famous, requires protection and
nurturing of ‘infant industries’ through selective industrial policy, rather than free trade
and deregulation.” In contrast to the “one size fits all” approach promoted by the
Washington-based institutions, Koreans speak of a “dynamic iPhone model” or “a set of
development apps for every occasion, drawn from successful approaches in different
countries” (Chang, 2010: 27).
Dani Rodrik (2008) points to a “broader intellectual shift within the development
profession, a shift that encompasses not just growth strategies but also health, education,
and other social policies.” He contrasts a traditional policy framework, which is
“presumptive,” starts with “strong preconceptions,” produces recommendations in the
form of a “laundry list” of reforms, and is “biased toward universal recipes,” with the new
policy approach, which emphasizes pragmatism and experimental gradualism. What
Rodrik recommends is avoiding “both market fundamentalism and institutional
fundamentalism,” and letting each country “devise its own mix of remedies.”
In a speech delivered in 2005 at a U.S. Federal Reserve event, Indian economist
Raghuram Rajan, then the IMF’s Chief Economist, warned about the real possibility of a
financial collapse as a result of taking risks that, most of the time, offer generous
compensation, but involve a low probability of severe negative effects. However, the
crucial issue was whether banks would be able to provide liquidity to financial markets.
Based on financial actors’ rationality, Rajan pointed to the incentive structure of the
financial sector that encouraged this kind of risk (2005: 2-3). In his 2010 best seller Fault
Lines: How Hidden Fractures Still Threaten the World Economy, Rajan describes the world
heading towards the crisis as a world marked by “deep fault lines” and excessively
dependent on the indebted US consumer to power global economic growth. Easy low-
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income lending and job creation policies stemmed, in his view, from the enormous
political pressure exercised by growing inequalities and a weak social safety net.
Finally, Olivier Blanchard himself acknowledges the relevance of behavioral economics
and behavioral finance, as well as agency theory, when he discusses the workings and
incentives of the financial sector (Blanchard, 2011).
After a long period of Washington Consensus orthodoxy, the blossoming of alternatives
and the variety of approaches are refreshing, all the more so since many of their
proponents are part of “the system,” so to speak. It means that even the dominant schools
of economic thought are ready to start revising their views. Alternative currents, including
evolutionary, institutional, and neostructuralist economics, have resurfaced. We are living
in exciting times marked by the demise of the ideology that has guided Western policymakers and was imposed on the rest of the world for nearly three decades. In truth, the
confluence of the rise of the South and the decline of the political and ideological
supremacy of the West is not accidental. In our current globalized world, the critiques of a
prevailing ideology in particular – derived from post-colonial theories – may be finally
expected to emerge from the theoretical isolation of philosophical cultural studies into the
open field of political economy.
The unlocking of economic theory and the questioning of disciplinary divisions
represent a window of opportunity for reinvigorating an integrated and ambitious
sustainable development agenda. The concept of development should be reconsidered
through a holistic approach, encapsulating intrinsically linked economic, social and
environmental dimensions, instead of breaking them up into separate compartments. A
stronger and more democratic state, supported by efficient governance mechanisms,
should assume this role. This is particularly important if public policies are to provide
better social protection.
Knowledge should become public in order to promote collective and global creation.
The potential of emerging urban centers could also be used for fostering integrated
regional development and planning, as well as endogenous participatory decision-making
processes (Lopes, Sachs & Dowbor, 2010).
The first practical steps for the actual replacement of the Washington Consensus should
focus on recovering the regulatory capacity of the state, aligning national accounting
systems to value intangibles, including the incorporation of externalities and the
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introduction of innovative indicators, guaranteeing basic income, rationalizing financial
systems of intermediation, redesigning tax systems, adopting budgets that aim at
improving the redistribution of resources according to economic, social and environmental
results, and taxing and registering speculative transactions (Lopes, Sachs & Dowbor, 2010).
A brave new world is unfolding before us.
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The State and the Market: An Institutionalist and Relational Take*
State-market relations call for a holistic view of the relationship between the material and
relational dynamics of society, on the one hand, and between these dynamics and institutional
dynamics on the other. As the institution-of-institutions, the state contains mechanisms that
are essential to the existence of markets themselves, and these mechanisms are not “natural”
givens. It is therefore a mistake to conceive of the state, the market and society as opposing
entities. One should turn instead to the institutionalist perspective, which draws from Polanyi,
in order to offer a political approach to the state and the market. Economies are actually
institutional production systems wherein the material density of the state both as organization
and administration is of relevance. The institutionalist perspective thus needs to be fine-tuned
in order to show that the state is more than a political-legal entity. That is one of the main
goals of the present article.
Keywords: state; political economy; institutionalism; institutions; market; state-market
relation.
I venture to think that modern economic life is seen much
more clearly when [there is an] effort to see it whole.
John Kenneth Galbraith, The New Industrial State (1967: 7)

Introduction
When, in The Theory of Moral Sentiments (1759), Adam Smith speaks of the conditions
under which we approve of the actions of others, he alludes to certain moral attributes, such
as sympathy and solidarity, that are inherent in the consenting subject. But he also points
out that the actions deserving moral approbation must be in accordance with “general rules”
and with “a system of behaviour which tends to promote the happiness either of the
individual or of the society.” Then Smith goes on to explain that in that case what we have
before us is “a beauty […] not unlike that which we ascribe to any well-contrived machine”
(Smith, 2011: 291).
We can say then that our relationship with others involves both our subjective motives
(let us call them our identity) and circumstances resulting from those principles that
transcend us as individuals (we will call them alterity). As was only to be expected, the
author of The Wealth of Nations – where many found nothing but the cold mechanics of the
division of labor and the principles of self-interest and incentive-driven action, seeing these

* Article published in RCCS 95 (December 2011).
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as a solid enough foundation for a market society – turns out to be deeper and more
complex than some of his interpreters.
My initial mention of a classic misconstrued by the liberal vulgate is not intended as a
literal argument for discussing the contemporary problems posed by the state-market
1

relation. It is however an argument intended to lay down some of the terms that no
discussion of the complexity of collective life can afford to ignore. Most of all, it is a reminder
of the fact that the mechanisms of action and decision are not unique, and that one should
view them as plural and diverse.
That is why I will adhere to the notion that there are problems that call for a holistic view,
truly a whole philosophy of collective life that may serve as a frame of reference for
understanding and bringing together processes of a diverse nature, which may prove hard to
consider in a segmented fashion. Of course this is only to be expected when one is dealing
with the state, given that the latter is essentially a political entity and given also that, for that
same reason, it expresses in the broadest terms society’s organization and historical course.
In fact, in order to understand the state's underlying matrix we need a narrative of the
relationship between the material and relational dynamics of society, on the one hand, and
between these dynamics and the institutional dynamics on the other. At the same time, we
need a view of the meaning of collective life beyond individual rationality and strictly selfinterested behavior. Besides, we have to see the state as the most complex institutional
entity of all – I shall call it the institution-of-institutions – and as such it possesses a unique
organizational density as well as a strong capacity to act back on the circumstances that
shaped it and gave it meaning in the first place. Thus, one is bound to quickly find an intrinsic
relationship between the state and the market, rather than the antinomy that often tends to
be thrown our way.
Efforts aimed at capturing complexity are epistemological in nature, in that they are
predicated on knowledge and on the conditions under which it is produced. But they are
also ontological (or thematic), in that they reflect on the whole question of being, on the life
process and specific organization processes. Let me stress this point, because contemporary
circumstances tend to strongly reinforce the interdependencies between epistemological
discussion and ontological attention. The enormous complexity of society’s interactions is

1

The present text is largely based on ideas already explored in Reis (2012).
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indeed at odds with a segmented view of the social organization, thus making all too clear
how flimsy partial perspectives tend to be.
It is my contention that state and market ontologies are a particularly clear indication of
that complexity, and that at the same time they strongly contribute to reinforce it, given the
state’s many important roles and functions as a result of the sharp acceleration of history in
the 20th century.
While it is true that the theme of state and market is just one among many topics at our
disposal for an approach that allows us to overcome dichotomies, it can be argued that this
is a unique endeavor in that it also stems from a unique obstacle: the presence, in economic
thinking, of a markedly “separatist” influence that regards the state, the market and society
in general as opposite entities. Most often than not, this view borders on what I see as
basically an ideological prejudice. This perspective conceives of the state as a “problem” visà-vis society, while viewing the market as a “solution.” As is well known, this stance grants
society and the market the status of favored or even exclusive sites for entrepreneurialism,
dynamism and freedom, while all it expects from the state is a normalizing role, in other
words, that it acts as a constraint on the creative spirit. This mindset is a powerful obstacle
to a relational conception of the state, which is why the argument put forward in the
present paper is two-fold. Simply put, one might say that one part of the argument focuses
on social evolution, with more attention thus being paid to relations between social and
economic evolution, on one hand, and the shape, place and role of the state, on the other.
The other part gives emphasis to the nature of the state as an institution, linking this debate
to the role conferred on institutions as shapers of economic and social dynamics. My
ultimate goal is, of course, to highlight the relational perspective proffered in this paper.

1. The liberal take: Too central a place in economic thought
It goes without saying that a given concept of the state always entails a corresponding,
symmetrical concept of markets – and vice-versa. The reduction of the debate to a simple
duality is perhaps the first problem we encounter, because such a dyad is certainly not apt to
lead to an adequate analysis of the complexity of the forms of governance in contemporary
societies, where the state and the market exist side by side with other coordination
mechanisms such as networks, communities, business hierarchies and associations. But for
the present purposes, we can just assume that this is a minor issue.
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Let us then start from that duality so as to get to the main debate and to the critique of
the separatist perceptions of state-market relations. This is actually the context in which one
ordinarily finds two basic – and rather disputable – positions concerning the place and role
of markets. The first of these positions assumes that markets are morally neutral and that
therefore they are a general device for resource allocation whose efficacy is to be assessed
according to existing circumstances. The second is premised on the notion that markets are
more than that: they are an essential, preeminent social mechanism, whose many virtues
have manifested themselves over the course of history with civilizing effects, and currently
serve as the foundation for the autonomy and freedom of individuals.
Given their quasi-naturalistic character, markets (a synonym for the economy as a whole,
according to this reductionist view) are the locus of depoliticized relations. As such, they get
to define the economy. What lies beyond them is the realm of politics, an altogether
separate sphere. Nevertheless, a significant reversal of the initial argument turned the
market into the site from which everything must derive, politics included, with the further
understanding that its “laws” shall determine social behaviors as well as the behavior of
states. For this reason, we are currently living in a time when a powerful rhetoric of
persuasion of this kind, now seemingly at its peak, seeks to contaminate every single human
option and to advance the idea that it is social and political options as well as forms of
organization that have to bow before the insurmountable restrictions posed by markets,
rather than the other way around.
Still, at the root of the most widely propagated views on state-market relations to be
found in mainstream economic science there lies a contractualist notion that takes the
market’s natural virtues for granted and sees the state as an unnatural entity stemming from
a strict delegation of powers by citizens. This is the liberal take, which rests on a theory of
the state based on notions of property rights and transaction costs. According to this view,
the state is essentially the product of a contract between legislator and constituent.
Therefore, the constitution should limit itself to defining a framework of property rights, the
2

role of the state being to enforce those rights while minimizing transaction costs. The
citizens themselves are not in a position to enforce this goal, for they are aware of the
radical uncertainty enveloping them as individuals. As a result, institutional choices are

2

In other words, the social, political or regulatory arrangements required to attain the desired goals.
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based on contractualism, which in turn derives from an estimation regarding uncertainty and
the need to guard against it. Therefore, citizens establish constitutional authorizations, i.e.,
they grant a mandate whereby institutions take on a supervision or prevention role on
behalf of those who feel unsure about controlling their future situation. There is then, at the
outset, a founding act on the part of citizens, who decide to delegate authority to a supreme
legislator, freedom and security being their reward (as they benefit from the economies of
scale resulting from collective delegation): a decision on the part of citizens, who “abstain
from all attention to […] personal wealth,” as Humboldt put it in 1792 (qtd. by Furubotn and
Richter, 2001). The state is thus the product of a self-imposed agreement aimed at freeing
the virtues of the market and society and also, through a strict containment of politics within
the confines of the state, at defending the depoliticized nature of the market itself.
Supposedly the separation of the two spheres would then be consummated.
This initial liberal view, however, was soon “revised” to make way for another more
mundane one, which saw the state-market relation as a relationship between “goodness”
(or virtue) and “perversity” (or evil). In this light, the state, which had been born in purity by
way of the initial contract, was soon to become an entity appropriated by rent-seeking, selfseeking politicians and bureaucrats. As a consequence, it started acting and being perceived
as an intensely “politicized” space rather than as the initial legislator. According to such a
view, modern states turned out to be markedly prone to illegitimacy and to overstepping
their role and attributions. Thus the state emerges as both a construct formed by individuals
– who are aware of the limits allotted to them by their own uncertainty – and an agent that
is plainly aware of its own interests, which it tends to replicate in spite of its creators. The
state we eventually come to encounter in the theories is therefore neither a eunuch-state
nor a benevolent, tolerant decision-maker. It is rather a wicked or perverse state, which
soon evaded the grasp of the individuals who created it. The perversity of the state is the
perversity of its agents, functionaries and politicians, who quickly find out that they can
become rent-seekers.
3

It is to public choice research that we owe a theory of bureaucracy. In addressing the
basic question of how individual preferences that are necessarily different become
3

“The most recent source of public choice theory can be traced to six now classic studies written by a number
of economists and one political scientist in the late fifties and early sixties” (Pereira, 1997: 420). See Duncan
Black (1958), James Buchanan and Gordon Tullock (1962), Mancur Olson (1965), Kenneth Arrow (1951),
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reconciled in political institutions, the research shifted its focus to the offer of public goods
to formulate the theory, repeating ad nauseam the arguments on the autonomy of the
state, its separateness from society and the cumulative divergence between social and state
preferences. The mechanism of this divergence rests on the simple fact that officials and
politicians turn their own preferences (their personal interest in power, which they seek to
self-replicate) into policies, which is why the state is nothing but the “parallelogram” of its
agents’ interests. In this light, for instance, social policies are perverse mechanisms that exist
because they give the bureaucrats in charge of managing them the assurance that their
posts and their status will remain untouched. The intrinsic aims of those policies do not
much matter, then. There may be a good underlying idea to start with, which however is
soon subverted and turned into perverse solutions. This notion has been aptly dissected in
A. Hirschman's critique of the “rhetoric of reaction” (1991).4
A broader field than the one just described is that of constitutional economics (see Reis,
2009: 95-117). Built on a solid theoretical basis, it represents a vision with an interest in
politics (or rather in political processes, to be exact), in the state and in the fact that societies
are organized around a complex, intricate institutional structure. But the focal points of
constitutional economics are individuals and their downright subjective behavior. Here, too,
neither the state nor politics are viewed as entities or circumstances that one is required to
understand in a collective, historical or process-related manner. Interpreting the intricate
relationships between life’s complexity and institutional forms is not a problem
constitutional economics deals with. The economic theory of constitutions on which it is
based must be understood as a mere procedure for understanding how individual
preferences can be “amalgamated” to generate collective results. At stake, again, is a
contractualist notion, which seeks the “reasons for norms.” It is a notion built in the midst of
a fierce debate at once against Keynesianism, against the maximizing paradigm and against
the idea that there are external scales of value, exogenous to individuals, which constitute a
pre-existing social pattern by which individual decisions are to be measured (e.g. a social
utility function). The individualistic faith inherent in the constitutional reading is plainly

Anthony Downs (1957) and William Riker (1962). “These studies tend to be seen as the foundation of two
research programs that, despite their separate nature, have been linked ever since: public choice theory and
social choice theory, the latter having followed an autonomous path in the wake of the work of K. Arrow and
Amartya Sen […] while maintaining a close relationship with public choice” (ibidem).
4
See Reis and Nunes (1993).
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manifest in the assumption that, “at least to a point and within certain limits,” individuals
actually choose their own restrictions.5
6

James M. Buchanan is a reference in this particular field. A founder of public choice
theory, he laid out, in Constitutional Economics, an elegant, sophisticated construction of
economic constitutionalism. There, the basic philosophical reasons behind his take-it-orleave-it argument are fully explained, but the elegance of the proposal is not lost on those
who reject it. More than anybody else, Buchanan stated the firm belief, later turned into
doctrine, that “the autonomous individual is not only presumed to exist; this individual is
also presumed to be capable of choosing among alternatives in a sufficiently orderly manner
as to allow a quality of rationality to be attributed to observed behavior” (Buchanan, 1991:
15).
7

But this view was soon turned into a trivial political economy of the welfare state. This is
because, prior to the most elaborate developments of a theory of the state, what we find is
the argument that, in practice, any form of state to which an authorization has been given is
eventually liable to violate and abuse it, as institutions responsible for managing transfers to
citizens suffer from a “natural” tendency towards growth. Such an argument amounts
mostly to a prejudice. The belief that institutions are incapable of respecting boundaries
because it goes against the incentives of political activity is in fact one of the grounding
notions of contractarians when they set out to reflect on the institutional sphere. The truth
is that welfare policies are carried out by normal, ordinary politicians whose autonomous
interests are not in line with, and in fact subvert, the goal of individual autonomy underlying
the interactions that shape the economy as-an-order (which in turn leads to the
contradiction that not all individuals are… truly individuals after all).

5

Alternatively put, it is all about “closing” the systems within which behaviors occur (Neves, 2004). Open
systems exist when the restrictions that delimit decisions are perceived as exogenous, i.e., as coming from the
outside.
6
This conservative economist who launched, as early as the 1950s, a fiercely anti-Keynesian, openly political
university movement aimed at the study of the free society, is primarily known as one of the founders of the
public choice school. The Nobel Prize for Economics that he was awarded in 1986 symbolized the consecration,
by Stockholm, of the decade’s academic neoliberalism.
7
Buchanan’s proposal regarding the “dismantling” of the welfare state is also extremely perplexing, illustrating
the theory's ‘wildest’ facets. This is the case of the claim for the superiority of a form of organization of the
economy that does not deal collectively with issues such as retirement pensions. Payment should then consist
of a settlement of accounts with social security net contributors and net debtors, so as to reduce every single
generation to a situation of equality and to abolish all management by the state, which is intertemporal by
nature (Buchanan, 1986: 178-185).
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These were the reasons why the liberal program soon moved from the notion of contract
to the need to revise and restrict the initial contract itself. This, as is well known, is what the
attempts to shrink and dismantle the state are all about, mainly with regard to the social
state and its commitment to building policies for strengthening state-society relations.

2. The institutionalist debate on the state: The notion of the market as a political construct
The assumption that the state is the exclusive seat of politics, whereas the market and the
economy are depoliticized entities, has been the object of severe criticism. One such critique
and alternative view is that of Ha-Joon Chang (2001), who claims that the political approach
should be applied to both the state and the market. The political dimension is surely bound
to prove more relevant in the relationship between the two.
Drawing from the pathbreaking work of, among others, Karl Polanyi, according to whom
the “road to the free market was opened and kept open by an enormous increase in
continuous, centrally organized and controlled interventionism” (1957: 140), Chang points to
an approach centered on an institutionalist political economy that is capable of shedding
light on the market’s institutional complexity and especially on the fact that markets are
definitely political constructs, as opposed to natural states or givens on which the lives of
individuals and communities are built. They are political constructs because property rights,
along with the other rights defining the conditions of market participation, become artifacts
that are established by way of power relations, of forms of legitimation and of legal, political
and institutional arrangements without which they would not exist. From primitive capitalist
accumulation to contemporary forms of privatization, they are truly the result of a “highly
political exercise” (Chang, 2001: 11).
Institutional complexity is also attested to by “the institutional diversity of capitalism,”
that is, by the various forms of articulation between the state, the market and other
institutions. Historically, the absence of a general rule or pattern is shown by the various
forms of political mediation at the basis of a number of different models, such as the
Bismarckian welfare state in Germany, France’s post-war industrial state, or Asia's
developmentalist states. The liberal proposals for depoliticizing the market and the economy
are therefore “at best self-contradictory and at worst dishonest” (ibidem). By the same
token, the post-communist transitions have fully laid bare the limits of simplistic views of the
market. In the absence of a structured as well as structuring state, the market failed to
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operate in a spontaneous manner, while there was clear evidence that the circulation of
goods and services and the achievement of property rights took a perverse turn involving
violence, corruption and the black market (Chang and Nolan, 1995; Stiglitz, 1999).
Thus, when the studies on the “varieties of capitalism” emphasize the differences and
specificities of certain models of development, they stress the fact that such differences
stem from particular institutional designs, which is what determines the features of, say,
“market-coordinated” or “centrally coordinated” economies (Hall and Soskice, 2001). In fact,
economies are institutional production systems (Hollingsworth and Boyer, 1997), which
means that the pillars on which the workings of each of its particular forms rest (the financial
system, the prevalent mode of corporate governance, business to business relations,
industrial relations, the education and training systems, the organization of work, the state,
or the innovation systems) take on certain particularities that extend to the relationships
between them (Jackson and Deeg, 2006). Hence the notion that the roads to development
require that the appropriate institutional arrangements be chosen (Rodrik, 2008). This might
initially involve the right combinations of state and market, or, to be more exact,
institutional arrangements that can be progressively deepened, leading to a reinvigoration of
the economy and society, and which may even “deflect” the forces that push towards mere
dilution in the world economy.
The institutions that make up and surround the market are therefore as numerous as
they are diverse. They can be either formal, like law or state regulation, or informal, as is the
case of social conventions or cultural practices, but they can also be self-imposed norms, as
exemplified by associations and networks. Consequently, the limitations (or even
distortions) of the liberal view can only be overcome by abandoning their “most crucial
assumption,” namely individualistic self-sufficiency, and replacing it with a “more complex
view of the interrelationship between motivation, behaviour and institutions” (Chang, 2001:
18).
In order to fully capture the meaning of this statement, suffice it to consider two crucial
variables of the entire economy: wages and interest rates. Both “are politically determined
to a very large degree. Wages are politically modified not simply by minimum wage
legislation, but also by various regulations regarding union activities, labour standards,
welfare entitlements and, most importantly, immigration control” (ibidem: 12).
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Such a fundamental divide between politics and the economy makes little sense, then, for
analyzing the framework within which contemporary societies operate. Neither is the state
the stronghold of politics (and social elaborations), nor is the economy exclusively made up
of the market, or a depoliticized entity that can be objectified in a set of “natural”
relationships corresponding to the exchanges and transactions that make it possible. Thus
the state is not necessarily an obstacle to the market, but rather, and most of all, one of the
entities that make it feasible.
Viewed in this light, the historical experiences of development, namely with regard to
today’s wealthier nations, show the vast occurrence of different forms of interventionism,
thus disproving the liberal narrative according to which intervention should be kept to a
minimum because “the pricing system is an efficient mechanism of resource allocation” and
“development will come about naturally as long as the adequate conditions for private
investment are in place” (Mamede, 2009: 179-180). Quite to the contrary, there are issues of
large production scales which are needed to make static economies of scale possible and
which demand high upfront investments. Also needed are larger markets or processes for
making those “economies of scale more dynamic,” either through economies of learning or
by “overcoming production coordination failures” – in a word, pretty much everything
warrants state intervention (ibidem: 182-184).

3. The complex gamut of roles played by the socially embedded state: Basis, action and
trajectory
The social use of the state is therefore not limited to an abstract, contractualist notion
established by self-sufficient individuals bent on confining their action to a depoliticized
reserve, be it called market or economy. The very fact that the market is a construct entails
the existence of a dense institutional complexity that genetically connects it with the state.
Besides, the state’s role is not just a matter of overcoming “market failures,” as the
neoclassical theory sees it. Contrary to what Chang, in a sense, suggests, it also seems fair to
say that the modern states of developed or developing capitalist societies do not have to be
seen as strictly institutional entities, i.e., as entities that define essential political
relationships, namely those that build the market and make it possible. Admittedly, Chang
sees the state, first and foremost, as a participant in the construction of individual
motivations: in line with institutionalist thinking, he “does not see these motivations as given
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but as being fundamentally shaped by the institutions surrounding the individuals” (Chang,
2001: 17). Consequently, his purpose – a very useful one at that – is to show “how an
‘institutionalist’ analysis of the relationship between motivation, behaviour and institutions
may improve our thinking about the role of the state” (ibidem). Still, one must agree that the
state is more than that: it is a full-fledged, materially dense institution that makes its
presence felt not only in political terms or in terms of the shaping of individual behaviors,
but also at the economic and social level. It does not just define the feasibility of
relationships in society, it is part and parcel of those relationships.
Hence my suggestion is that, in order to correctly interpret the process of market
construction, a distinction be made between the notion of institutional political construction
(my representation of Chang’s proposal) and that of material and relational political
institution, based on a tight web of roles played by the state in both the economy and
society. It is the purpose of my suggestion to capture the relationship between social
dynamics and institutional arrangements. At the same time, it aims to stress the fact that
institutions play a materially active role themselves, and therefore are not mere means of
politically validating that which is spontaneously generated by society.
As we can see, the role of the state in the economy and in society, together with its
institutional significance, has a strong material density and is a product of historical
evolution. Furthermore, that role is mostly the outcome of social tensions that need to be
resolved either by agreement or compromise, and once the solution is achieved it becomes
a new basis for subsequent social dynamics. In addition, although it is a product of historical
dynamics, the role of the state forms a hierarchical relationship. Thus, the state is not just
present in social or contractual interactions, it also shapes collective dynamics as well as
defines a certain relational order, by way of the legitimacy it acquires and the power that
defines it.
The truth is that the modern state performs a complex range of actions, and for this
reason its material role as a shaper of economies cannot be understood by merely
emphasizing how markets are institutional political constructs that depend on the state’s
legal framework. The social uses of the state in this kind of society show the existence of a
tight web of forms of action. The state establishes and sanctions certain hierarchical patterns
of collective action (pursuant to what was said above with regard to economies of scale and
of learning as well as production coordination), and defines and redefines the public and
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private domains. This is done with recourse to a variety of roles not limited to the law, to
regulatory instruments or to its political role, but also by means of substantive policies, both
long-consolidated – such as the policies structuring the provision of education, health and
social care services – and those that pertain to the modern structuring of societies – e.g. in
areas such as urban space, mobility, science, and spatial planning and development. But
given their dimension and shape, markets are related to and dependent on the substantive
role played by the state, and not just on its strictly political function. Here we might resume
our dialogue with Chang in order to take note of his analysis – albeit in a different context
than the one addressed above – of the role of state-owned enterprises with regard to
correcting market deficiencies and building long-term development relationships, especially
in less developed countries (Chang, 2007).
While it is true that the state’s functions in terms of power and domination are
historically dynamic and evolving, there are perhaps three aspects that illustrate the density
of public actions, beside and beyond the strictly political arena within which the statemarket relationship has been described above. First of all, the state defines and consolidates
collective infrastructures to ensure proper social functioning and innovation. This is arguably
the foundation from which societies, economies and markets grow. Second – and on a level
that is no longer fundamentally material in nature – the state, by virtue of principles that it
itself promotes (such as the choice between public or private solutions for society’s
problems) exerts an influence on the collective patterns of social and economic performance.
This, in itself, evinces the presence of the state in, or its relationship with, the actual
workings of society and the economy. Third and last, the state (even in its historical attempts
to shrink to a minimal state) embodies strategic orientations, i.e., it plays an active role in
shaping trajectories. In short, the state can be seen as an essential actor in the formation of
a certain relational order, as well as the principal agent in the creation of externalities in the
economy. While the latter role is commonly acknowledged, it also seems evident that the
former, located somewhere between the state’s material and political functions, is no less
important.
The centrality of the state in the economy is especially significant whenever it plays a
major role in structuring the behavior of the social actors and the relationships between
them. In truth, the public expenditure burden on the GDP and the entire range of economic
means owned by the state are not the sole indicators of its importance, for the roles of the
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state also include establishing contexts for action, setting meanings, and building consensus
(Reis, 2001). There is thus an implied contractuality in the relations between the state and
the economy, but this particular type of contractuality, which I term relational order, is
radically different from the one underlying the liberal views critiqued above. Proof of this
role of the state is not to be found in statistics, nor can it be arithmetically deduced, for it is
intimately connected with an interpretation of relational dynamics. So for instance, when
the need arises for creating a structure of social rights (such as trade union rights,
employment rights, wage entitlements, welfare and health rights) or for enhancing the
qualifications of future generations (namely with regard to education and training), one
concludes that the state plays a fostering role which serves as a basis for development
processes. The stabilization of macroeconomic variables, whenever necessary, is basically an
exclusive attribute of the state, because when it comes to regulate external monetary
relations, to ensure exchange capabilities, to take credit enhancement measures, to set up a
framework for production and consumption, and even to safeguard productive capacity, it
all takes place, more often than not, in the absence of strong – let alone autonomous and
constructive – social partners.
8

The state, therefore, is a generator of externalities. The production of fixed social capital,
of modern infrastructures, the development of skills and qualifications among the
population, is quite a vast area in which the state materially fulfills its function. It is only
understandable that this is the case in periods and under circumstances in which there are
obstacles to the processes of social and political democratization, with not only social rights
and human skills but also infrastructural modernization making that fixed social capital a
pressing need. The former comprise health, education and training infrastructures. The
latter includes mobility, urban well-being and personal well-being structures, as well as the
material contexts for the functioning of businesses. One can only begin to imagine how
decisive this role of the state has been in such periods.
What makes state-society relations a predominantly relational issue is that, alongside the
state’s “autonomous” role, there are also diffuse social dynamics requiring an involvement
on the part of the state. This relationship between a relatively diffuse dynamic evolution and

8

In economic terms, a positive externality describes the production of advantages in a way that transcends the
agents most directly associated with it and that benefits all the agents involved without it affecting the price
system.
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formal structuring strikes me as crucial for understanding the relationship between the state
and society. J. K. Galbraith expressed in an original way the lines along which this dialectic
operates. In The Affluent Society (1958), he discusses the processes and ways “of obtaining
and then of maintaining a balance in the great flow of goods and services with which our
wealth each year rewards us” (1998: 223). Alluding to progress and social evolution as a
diffuse process, Galbraith deals mostly with the private production sector. But he does point
out that “In the meantime, there are large ready-made needs for schools, hospitals, slum
clearance and urban redevelopment, sanitation, parks, playgrounds, police and other
pressing public services. Of these needs, almost no one must be persuaded” (ibidem). The
basic tenet here is that “[f]ailure to keep public services in minimal relation to private
production and use of goods is a cause of social disorder or impairs economic performance”
(ibidem: 193).
Still, one could say that Galbraith’s input serves to establish the two poles of the
relational dynamics. That is why, contrary to those views that grant full sovereignty to the
9

individual, he prefers – as he puts it in The New Industrial State – to analyze “a formidable
apparatus of method and motivation causing its reversal” (1968: 264). For that purpose he
turns his attention to the “technostructure” that surrounds and drives the large
corporations, to whose “needs and conveniences” markets, “far from being the controlling
power in the economy, were more and more accommodated” (ibidem: vii). It is clear that
this “industrial state” amounts to a lot more than a political body: is a complex of tight
relationships between the public and private spheres. In its size and substance, the private
economy separates itself radically from the individual and from the normative conception of
the market to take on an institutional character. Both in the process of generating the
possibilities at the root of these circumstances and in the validation of their subsequent
action, the borders delimiting the state and the market tend to blur and become porous.

4. Reconsidering the problem in the face of a fundamental crisis
The above considerations are all the more pressing in the face of the current crisis, which,
given the nature of the break between economic domains and economic aggregates, I prefer
to call a fundamental crisis. In fact, theoretical notions and ontologies of the state and the

9

In this context, Galbraith problematizes the liberal notion of “consumer sovereignty.”
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market are not the only topics worthy of discussion and reflection. The powerful process
whereby the economy’s substantive relationships were reconfigured did more than just
assign the markets a disproportionate role: it highlighted the redefinition of a number of
categories that are vital for any discussion of the state-market relationship. It is actually the
notion of economy, or economic system, that needs to be deeply grasped. This has always
been the case, but it is not wrong to say that it has become more relevant in view of the
turbulent circumstances the world has been facing since at least 2008, when the severity of
the crisis became all too clear. Our questions about what constitutes the economy and about
its goals should bring us to the idea that the economy is a system for the provision and use
of goods and services and aimed at initiating processes conducive to the creation of wellbeing and the improvement of human skills, both at the individual and collective level. So
neither markets nor the economy are a simple, rule-free game involving assertion of
interests, the interpretation of motives or the erratic doling out of either incentives or
sanctions. If you have an individualistic understanding of the economy and see it in terms of
competitive relations based on egotism and self-interest, you are likely to fare well with
those narrow definitions of economic systems and even of economics that focus on a
maximizing, normative concept of individual rationality and on reducing the entire range of
social mechanisms for resource allocation and economic coordination to just one – to wit,
the markets game.
We are only too familiar with the tumultuous circumstances of these times of ours,
brought about by the financialization of the world economy: the handing over of
international financing and credit to liberalized markets and to speculation triggered a
financial crisis which turned into a profound and predictably protracted economic crisis as
soon as the turbulence hit the freewheeling banking system. It is nevertheless worth
recalling, if only briefly, that at a deeper level we were – and still are – faced with two
inescapable phenomena. One is the fact that the social function of credit and financing
became radically disconnected from the economy and from the goals of wealth creation and
promotion of individual and collective skills, favoring the autonomization of uncontrolled
financial intermediation and speculation instead. What ought to be instrumental became the
source of rules and assumed the power to rule.
The second, perhaps deeper, phenomenon was a consequence of the actual disconnect of
the economy vis-à-vis society. The economy, as defined above, has to be conceived of as
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intimately connected to society. In other words, the economy cannot be oblivious to the
plurality of individuals and organizations and to the cultural and institutional patterns
established by them, nor can it ignore the compromises and goals resulting from the
conflicts and agreements generated by human communities. But we know that this
relationship was reversed when a normative, reductive view of the economy – as opposed to
one where the economy and society coexist in a positive relationship – started to gain the
upper hand.
This dual process of “disengagement” was the cause of widespread instances of
unsustainability which are no longer limited to the financial sector, as they touch upon the
economic and social, not to mention environmental, domains as well. It does seem obvious
that the whole framework for the movement and availability of capital has evaded both
adequate forms of regulation and the judicious presence of a variety of mechanisms for
allocating resources, with the ensuing weakening of the public sphere. Instead of that, we
moved towards a single, totalizing and certainly totalitarian solution – that of “endless
markets.” As João Rodrigues (2009: 57 ff.) says, the conversion of what Polanyi termed
fictitious commodities (labor, nature, land and the monetary-financial system) into simple
commodities ought to be considered as the deepest, most substantive process in the
redefinition of the framework of contemporary economic relations, in that it undermined
the notion of economy I described above and brought about a fundamental crisis in the
relations that had led to the stabilization of capitalism as a production system over the last
six decades. The most visible outcome of it all was the proliferation of turbulent situations in
which irrationalities broke loose, inequalities were fostered, peripheries were consolidated
and asymmetries were reinforced. All this, of course, was to be expected, given the social
and economic “deconstruction” I already alluded to. The present crisis, in short, is the
culmination of these processes and therefore it looms as a major factor in social and political
unsustainability. At the center of this scenario we find the huge imbalances brought about
by the financialization of the economy and by the imposition of economic behaviors and
logics having little or nothing to do with production, with wealth creation and its fair
distribution, and most of all with the inclusive logic of development.
Therefore, if we say that the economy is a social system of provision and use, with wealth
creation and individual and collective empowerment as its main goals, then the set of
problems associated with the economy is bound to be different from the problems caused
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by deregulated financial rationality. Also required is an adequate interpretation of all the
phenomena and processes facing us, as well as a thorough understanding of state-market
relations. This is why, incidentally, it seems clear that the problem of wealth creation and
distribution has to be brought back to the forefront of the priorities of the economy and
economic organization. What we are talking about here is development strategies, and by
strategies I mean resolute choices, the convergence of actions and means, and putting the
common interest first. I mean social processes that are at once complex, composite,
concerted, in short, that require an all-round approach.
One thing seems certain: nowadays, purely market mechanisms (“the markets!” that
obscure, quasi-divine entity one constantly hears being invoked in everyday economic
parlance) are not enough to restore growth and well-being. Suffice it to recall the radical
way in which the fierce, speculative and financial appropriation of the so-called market logic
took place, and also, as Mirowski (2010) rightly observes, the main reason why markets
suffer from an “inherent vice”: the tendency to undermine themselves.
This means that I think it appropriate, especially in the case of peripheral economies, to
take topics that are illustrative of the need to reshape many of the state-society
interrelations I have pointed out as important for the present discussion and put them on
the agenda.
It seems clear that such concerns point to similar concerns regarding the kind of
economic knowledge so widely propagated and reproduced over the last decades. I am
among those who believe that mainstream economic theory was one of the major active
factors at the root of the present crisis, namely by reason of the market theory it promoted.
This is tantamount to saying that the crisis carries with it an irresistible invitation to a return
to the pluralism of economic conceptions, which cannot but be accompanied by judicious
views of economic organization and of the mechanisms at our disposal for promoting
coordination among its agents.
That is why it is important to consider that the economy, in this sense of the word, does
not have to do with the material and relational structures of markets, production and
consumption alone, for it also encompasses institutions, decision cultures, behaviors,
governance and the relational attitudes of economic and social actors (Reis, 2010: 227-232).
In order to see how economic actors are coordinated and how the density of markets, state
and community is formed, we need a broader economic paradigm than the one based on
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market rationality. The state “calibrates” the market’s weaknesses while also establishing its
scope: thus, for instance, when a EU-based international system was established, the state
began to function as an agent for the geographical containment of the market’s relational
capacity.

5. To fully understand the material role of the state, an institutionalist theory of the state
and of society is required
In order to fully understand the role of the state, it is certainly imperative that we tacitly
assume the evolutionary nature of its performance. The liberal state, the welfare state, the
neoliberal state and the new social state are evolutionary forms whose matrix and reason
for being can be found in the tensions (made up of conflict and consensus) determining the
various levels of collective dynamics. We also need a comparative institutional analysis
based on a “varieties of capitalism” approach. Both approaches will no doubt help clarify the
necessary relationship between the historical materialization of each state form and the
particular conditions of each country. At the center of the institutionalist perspective is the
notion that individuals are empowered by institutions by way of the contexts, references
and standards made available to them by said institutions.
Whereas the historical nature of the state and of the roles it plays both in the economy
and in society hardly needs to be emphasized, our perception of the ontology of the state is
especially dependent on what we gather from the evolutionary view. I believe it is important
to be aware of the fact that there is a clear parallel between the cumulative processes of
material development, on the one hand, and the formation of the state as a structuring
agent of those processes, on the other. Thus the configuration of the welfare state, for
instance, cannot fail to be seen as strongly linked to the major phenomena which led to the
transformation of capitalist societies that followed dynamic paths. Industrialization, wage
relations, urbanization, or the development of redistributive mechanisms fostered by the
growing collective capacity to generate wealth, have consolidated certain inescapable
models of “progress” and defined non-reversible social standards. One could say that all this
rests on mechanisms of a social or economic nature that are distinct from, and more
powerful than, those of a political nature. In this sense, one could also concede that the
nature of the state or its being termed as a social or welfare state is driven by material and
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collective evolution itself, that is, by the dynamics of the structures that shape society and
society’s interactions.
But it also seems clear – and this is what makes the state’s relationship with the economy
and society a complex one and brings to light the variety of phenomena involved in that
relationship – that such a development of material life and social relations radically needs to
be validated, consolidated and “formalized” from an institutional point of view. This, in turn,
presupposes a role that only a structured, relatively autonomous entity like the state, with
its legitimizing power and capacity, is in a position to provide. That is where the state’s
evolutionary nature shows it to be the institution that validates, legitimizes and instills
cumulative meaning into that which society and the economy made possible through their
own material and relational dynamics. Interrelationships and interdependence are therefore
powerful.
Any interdisciplinary analysis will have to pay special attention to the social uses of the
state rather than to its transcendent nature. The role of the state in producing norms and
rules, together with its legitimizing function and with the very fact that it is an organization,
that is, a locus where knowledge and skills are accumulated, all go to show that the state
defines contexts for action as well as forms of collective behavior and individual well-being,
that it establishes tight, complex networks, and that it has a major impact in terms of nonstate decisions and in the definition of social goals. In fact, the state is the institution-ofinstitutions. This makes it a highly material and relational entity, with an active role in
processes whose boundaries are far from clear-cut.
As stated at the outset, emphasizing a view of the state as political, autonomous and
disconnected from society seems of little use for our present purposes. In fact, it will be
easier to comprehend the nature of the state if we consider its social uses and its profound
interrelationship with a number of areas that should not be misconstrued as autonomous.
We have seen that the validation of evolutionary forms generated by society is one of those
uses, and a particularly relevant one at that, once we acknowledge that we are facing
processes of a progressive nature, both materially and socially. The function of the state as a
producer of rules and norms is therefore no mere abstract defining trait. On the contrary,
the relevance of institutions vis-à-vis societies is measured by their role in the structuring of
social interactions.
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Rules and norms, as well as implicit rules and, most of all, social norms are clear evidence
of the state’s institutional role. Hodgson (2006: 2) views institutions as “systems of
established and prevalent social rules that structure social interactions,” while according to
North (2005: 1) institutions are “institutional constraints” that “cumulate through time” in
such a way that “the culture of a society is the cumulative structure of rules and norms (and
beliefs) that we inherit from the past that shape our present and inﬂuence our future.”
The institutional dimension or structure thus requires that the following three critical
aspects be understood: the accumulation of values over long processes, their validation in a
way that is both legitimate and legitimizing, and the multifarious nature of these values,
which in turn makes them not just into norms but also into culture. In such a context, one’s
perception of the state can only stand to gain from a conceptualization of institutions in the
terms just described.
The normative dimension outlined above validates and establishes values, ideas, cultures
– which is, first and foremost, what an institutional system is all about. This is why I have
defined institutions as “collective consolidations of ways of understanding, of doing, and of
organizing actions within society” (Reis, 2009: 20). Viewed in a broad, dynamic sense, certain
institutions should also be regarded as entities endowed with a specific density as well as
with a substantive weight and role in society, that is, as acting subjects. In addition to its
consolidating and validating role as a legitimizing institution, the state is also a site of
collective accumulation of knowledge and skills, and this is what delimits and characterizes it
as an organization. The technical and organizational dimensions become especially relevant
in functions such as those relating to administration, regulation, planning and supply. The
technical state apparatus shows what else there is in the state besides its political nature.
Such functions have to do with processes of intervention in the collective organization.
One of the aspects of the historical dynamics that may best illustrate the institutional
nature of economic and social development, and therefore the state-economy relationship,
is the emergence of the wage society. It seems fair to say that the critical issue here was the
transition of wages from a category embedded in relations of personal dependency to the
category of “economic” variable. While at that early stage labor markets functioned as highly
asymmetrical “private” contexts, with the advent of industrial society the nature of that
variable was to change radically. Wages are then no longer seen as mere compensation for
work, but start to be regarded as a core relationship, both economically and politically. The
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dual nature of wages – at once cost and income – would soon be associated with another
dimension, that of direct and indirect wages. The fact that it is a cost is indicative of a
strengthening of the relationship between wages and productivity. The latter is directly
linked not only to microeconomic and organizational conditions in the firm but also to
competences and skills (e.g. education, health, mobility, being part of a network of social
relations) that the worker did not get from his employer but are rather dependent on
previous public decisions and on the assurance that collectively accessible forms of provision
are in place. Apart from this relationship, which may be measured in microeconomic terms,
the ability of enterprises to afford certain costs is also dependent on the contextual value of
the goods or services they provide. That, in turn, is linked to the positive externalities they
may benefit from – be they infrastructural, information, knowledge or merely contextual
externalities.
But what truly underscores the economic, public and collective nature of the relation on
which wages are based is the fact that they are also an income, by means of which most
citizens shape their own demand and affirm their belonging to society as a whole. Their
impact and overall influence become macroeconomic and macrosocial, and of course
political as well. This is primarily because wages are linked to a society’s global dynamics,
from growth to well-being. This has to do with the fact that in such societies the wage
relation does not limit itself to direct wages alone, that is, to the immediate monetary
relationship between worker and employer. Aside from the fact that this relationship
includes a contractual dimension involving rights and obligations (which in and of
themselves also determine levels of indirect wages), what ultimately defines indirect wages
are public policies and the state’s intervention with regard to its citizens’ income, an
intervention based on the assumption that the labor market is a powerful mechanism for
social inclusion.
For these reasons, the wage relation went from being a private production-based
economic relationship to being a social relationship of a public nature, on which, moreover,
a new historical phase was founded, marked not just by industrialization and wage relations
but also by urbanization, the advancement of knowledge and the centrality of collective
organization.
The economic constitutions of industrialized nations and the labor democracies that
evolved in their midst until the abrupt wage deflation caused by the crisis that erupted in
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2008 are but concrete manifestations of what has just been said. If we consider the
relationship between direct and indirect wages, as well as each and every form of public
policy relating to workers’ conditions, we may rightly ask: how much is there of public policy
in the retribution paid to wage earners? The transition of wages from a simple individual
relationship to sector-based agreements and on to general wage norms and to minimum
labor standards shows the presence of a number of different, if interconnected, processes.

To conclude: Institutionalist and relational exercises on the state and the market (and the
world’s turbulence)
National differences notwithstanding, the role of the state in contemporary societies is the
outcome of a long relational process. This process is marked by relevant social phenomena
and by crucial problems regarding collective organization, as well as by the effect of the
actual institutional solutions that establish and delimit the role of the state in each society.
The political nature of the state and the institutional consolidation it entails are intimately
linked to the logic of conflict and compromise inherent in social phenomena and social
dynamics.
Both fields – relational phenomenology and the institutional validation of solutions and
forms of intervention – are indicative of questions that are intrinsically process-related and
historical. Let us return to the examples submitted above with regard to urbanization and
industrialization. What we have is collective circumstances for building social processes that
are expressive of dimensions of material life which give rise to institutional configurations –
in the present instance, of the state type. The place of collective processes in the overall
social organization can be reconstructed from a great variety of points of departure. It is
important, however, to correctly interpret the circumstances facing us in the real world.
Reductive solutions will inevitably lead to problems of disciplinary consistency, as shown
these days by economics. Indeed, by reducing itself to a discipline devoted to the study of
markets, economics has critically undermined its scholarly nature as well as its ability to
interpret social evolution, while also being responsible for “colonizing” the public sphere
with controversial ideas. Hence the usefulness of an “indisciplinary” view that brings us
closer to social processes and phenomena in all their complexity and entirety.
Translated by João Paulo Moreira
Revised by Teresa Tavares
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State-Market Relations in the Perspective of Original Institutionalism*
This article summarises the main arguments of a critical literature that radically questions the
neoclassical economic theory of state-market relations and identifies the fundamental
methodological weaknesses of this school of thought. As an alternative, it presents an
interpretation of the methodology on which Original Institutionalism, the political economy
movement launched by Thorstein Veblen, is based. The article proposes an understanding of
the economy and markets as emerging institutions, reflecting a metaphysics of social systems
that views the latter as complex, self-organised and interactive processes. The state-market
relationship is analysed in light of this institutional interactivity. Highlighting the co-evolution
of state and market, the article attributes a central role to industrial policy in economic
development processes.
Keywords: state; institutionalism; institutions; market; industrial policy; state-market relation.

Introduction
From World War II to the 1970s, a type of capitalist economy prevailed in the West that was
known as a mixed economy, an economy in which the state regulated markets fairly tightly,
redistributed the income generated through taxation and social benefits, protected citizens
from some risks and owned companies in some sectors of the economy.
State intervention in the functioning of markets was justified by the notion that markets
do not, in practice, work exactly in accordance with the General Equilibrium Model (GEM)
proposed in the 19th century by Leon Walras, one of the founders of the neoclassical current.
Vilfredo Pareto, his disciple, developed Walras’s ideas through a particular approach to
individual preferences: preferences determine the individual’s choices and ultimately his
well-being; and the utility that an individual attributes to goods cannot be measured or
compared with that of another, but merely ordered. Starting from these assumptions, he
defined a principle which, in its strongest version, claims the following: “The group of
individuals increases its welfare in moving from a to b if at least one individual is better off in
b and no individual is worse off” (Acocella, 2000: 23). Although this is a value judgement, the
“Pareto principle” was enshrined by economists as their “efficiency” concept. Indeed,
economists went even further and adopted a formulation known as the “Pareto optimum,”
implicitly suggesting that this involved a desirable social state: “A social state a is Pareto
* Article published in RCCS 95 (December 2011).
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‘optimal’ if in moving from that state to any other state it is not possible to increase the
welfare of one member of society without worsening the condition of at least one other”
(ibidem: 24). Moreover, neoclassical theory ended up establishing a correspondence
between the Pareto optimum and the equilibrium of a perfectly competitive market. This
correspondence was expressed in two theorems which, applied to a market system, stated
the following:
1. In an economic system with perfect competition and complete markets, a competitive
equilibrium, if it exists, will be Pareto optimal.
2. If there are complete markets and certain conditions are met regarding individual utility
functions […] and production functions [...], every Pareto-optimal state can be realised as the
outcome of a competitive equilibrium through an appropriate redistribution of resources
(initial endowments) among individuals. (ibidem: 72-3)

Based on the first theorem, neoclassical theory supports public intervention whenever
markets fail to deliver an efficient allocation of resources. This is known as a “market
failure.” Within certain limits, the second theorem justifies public intervention in the
redistribution of income to promote equity without compromising efficiency. 1
With the rise of neoliberal thinking in the 1970s, it was to be expected that the Austrian
school (Menger, Hayek), which was very critical of public intervention in markets, would
replace the synthesis achieved by Paul Samuelson between his (revisionist) interpretation of
the work of Keynes and neoclassical theory. But the fact is that the work of Hayek had
always been relegated to the background in university economics departments. Chang gives
a plausible explanation for this:
Given that the Austrian-libertarian tradition had been on the margin of intellectual
respectability until the 1970s, the neo-liberals could not afford to do without the ‘scientific’
respectability that neoclassical economics carried, in return for which the Austrian-libertarian
tradition supplied the popular appeal that neoclassical economics could never dream of
supplying itself (whoever died in the name of Pareto Optimality or General Equilibrium?).
(2002: 541)

Thus, instead of an academic revolution led by the Austrian school, there has been, since
the 1970s, a reform of neoclassical theory designed to contain, or even revert, traditional

1

The lack of realism in Pareto’s first theorem is obvious. I highlight one of the weakest assumptions of this
axiom: the existence of a system of complete markets, i.e., all economic activity is fully regulated through
perfect markets. However, reality shows us that it is not like that, and that externalities, public goods,
transaction costs and asymmetrical information are typical situations of real markets. As for the second
theorem, it is important to emphasise that it is not possible to separate the resource allocation function from
the income redistribution function. For a more detailed critique of these theorems, see Acocella (2000: ch. 5).
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arguments in favour of state intervention. Controlling political power, and using the
narrative about the unsuitability of Keynesian policies to confront the oil crisis of 1973,
supporters of the neoliberal reshaping of society mobilized neoclassical theory in their
favour. If the latter was already aloof from the actual problems confronted by political
decision makers, from this moment on it gradually turned into a sterile formalism. At the
same time, the traditional analysis of market failures was modified in order to sanction a
more restricted number of public interventions,2 on the one hand, and on the other,
completed with a new domain, that of “state failures.” In this case, the limitations or
perverse effects of public policies began to be theorized.
Thus, from the 1980s, there appeared a renovated version of neoclassical theory based
on Walras’s conceptual framework. Inspired by late 19th century mechanical physics, the
General Equilibrium Model (GEM) only recognises the action of individuals as a source of
causality, thereby ignoring the complex systemic nature of markets. Moreover, to sustain
the convergence of markets towards equilibrium, it only considers negative feedback effects
as a consequence of the action of economic agents. Despite its evident weaknesses,
neoclassical economic theory has remained hegemonic in economics programmes and
textbooks. Nevertheless, innovative research has been carried out on the margins of the
dominant paradigm. One minority stream that has been revived in recent decades is Original
Institutionalism, the form of institutionalism initiated by Thorstein Veblen (Hodgson, 2004).
The present article is affiliated to this stream.
The first section highlights some of the critiques of neoclassical theory and identifies its
fundamental methodological weaknesses. The second section briefly summarises the
methodology underlying Original Institutionalism, while the third section develops an
institutionalist understanding of the market and the state-market relation based on a
metaphysics of process and emergent ontology.3 The conclusion discusses one fundamental
implication of this institutionalist approach, namely the central place that the state and
2

The existence of externalities – actions of an economic nature that generate (physical and/or economic)
effects that affect other agents that do not receive compensation – is one of the most debated market failures.
For a more detailed critique of externality theory, see Vatn and Bromley (1997).
3
For process metaphysics all reality is “change.” “For the process philosopher, process has priority over
product – both ontologically and epistemically” (Rescher, 2000: 6). Moreover, the most basic processes tend to
be organized into open systems. With evolution they give rise to new systems, endowed with new properties,
which include those of the lower level. Thus, all reality, including sociocultural reality, is organized into
emergent levels, which are autonomous but necessarily interdependent. This is a process-based emergentist
ontology (Campbell, 2009).
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industrial policy occupy in the development processes that have taken place in recent
decades.
1. A Critique of the Foundations of Neoclassical Theory
Three decades after it was demonstrated that it was impossible to induce a unique stable
equilibrium in a GEM distant from economic reality, the textbooks used for teaching
economics, particularly public economics, have remained immune to the devastating
critiques that have accumulated (Rizvi, 2006). For example, Kirman (1989) shows that,
instead of convergence to equilibrium, instability is part of the model, even when we admit
that consumers have identical preferences. Ackerman describes the intellectual failure of the
general equilibrium model in these terms:
The basic finding about instability […] is that almost any continuous pattern of price
movements can occur in a general equilibrium model. […] Not only does general equilibrium
fail to be reliably stable; its dynamics can be as bad as you want them to be. (2004: 16)

In fact, the critique of the foundations of neoclassical theory not only destroys the idea
that a market system tends towards a state of unique stable equilibrium, it also goes further.
Using models of interaction between economic agents, and incorporating non-linearity into
the equations, it arrived at results with properties identical to those of complex physical
phenomena, such as the formation and bursting of speculative bubbles. 4 Thus, Ackerman
concludes:
Theoretical analysis to date […] has shown that stability is simply not an endogenous
mathematical property of market economies under all initial conditions. […] If it is so difficult
to demonstrate that stability is endogenous to a market economy, perhaps it is exogenous.
(2004: 30)

Therefore, instead of trying to explain the functioning of markets from the behaviour of
individuals alone, in production or consumption, it makes sense to relate those behaviours
to realities which influence or partly determine them, particularly forms of extra-price
coordination and so-called institutions. As we shall see in the next section, this is not just
about finding exogenous stability factors (outside the market) for the simple reason that
such factors, existing through a necessary relationship with the activities of economic
agents, are also part of the institution that is the market.
4

It should be noted that central banks continue to do simulations with general equilibrium models, the socalled Dynamic Stochastic General Equilibrium (DSGE) models (Tovar, 2008).
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The integration of the connection between market agents, institutional norms, companies
and other organizations into economic analysis constitutes a crucial demarcation line
between neoclassical economics and other theoretical currents, such as the institutionalist
political economy launched by Veblen. Within neoclassical economics, market analysis takes
as reference a preference-focused individual, behaving according to a calculative rationality
that aims to maximise the use of the goods and services that he consumes. The market is
seen as the set of exchanges of a homogeneous product without the intervention of money.
On the contrary, institutional political economy assumes the sociocultural nature of the
market, seeing it as an emergent reality, structured into different levels of organization and
complexity.5 For example, while neoclassical economics treats companies as functions of
production, institutionalist political economy sees the company as an organization with
properties that are not reducible to those of the individuals that constitute it, and as a
central actor in the market.6 According to this logic, the market is a complex social system,
made up of relations between individuals, companies, institutional norms and culture. It is a
sociocultural system that emerges through causal interactions between these different
realities.
We should recall that introductory economics textbooks do not discuss the reality of
markets beyond the well-known supply and demand graphs. For this reason, Hodgson’s
perplexity is well justified when he claims: “No fewer than three Nobel Laureates have noted
the paradoxical omission of discussion of markets institutions in economics literature” (2008:
251).
Neoclassical theory also presents great weaknesses on the level of the individual. Since
Lionel Robbins, economists have assumed that economic behaviour translates into a rational
choice of the means to achieve ends that are considered a given. Ultimately, this is a
calculative instrumental rationality, applicable to any field where optimization is subject to
limitations, whether these are resources, rules or others’ behaviours (Smith, 2008). The fact
5

“Emergentism claims that a whole is ‘something more than the sum of its parts’, or has properties that cannot
be understood in terms of the properties of the parts. Thus, emergentism rejects the idea that there is any
fundamental level of ontology. It holds that the best understanding of complex systems must be sought at the
level of the structure, behavior and laws of the whole system and that science may require a plurality of
theories (different theories for different domains) to acquire the greatest predictive/explanatory power and
the deepest understanding.” (Silberstein, 2002: 81).
6
It is important to remember that the New Institutionalism is quite different from Original Institutionalism. The
former was launched by Oliver Williamson (1975) with the purpose of filling gaps in neoclassical thought. For
Williamson, institutions frame and foster individual behaviours but the interdependency between the two
levels is ignored. For a critique of New Institutionalism, see Vira (1997).
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that rational choice can be easily formalized in mathematical terms was decisive for the
academic respectability that it acquired, and this is probably one of the reasons why other
disciplines imported it.
However, in the mid 20th century, Herbert Simon (1959), going beyond the critiques of
the theorization of economic agents’ preferences, challenged the way neoclassical theory
sees the human mind and rational behaviour. In particular, he stressed the great limitations
of decision-making processes when alternatives are not fixed from the outset and have to be
sought out, and also when it is a matter of predicting the consequences of each alternative.
Simon’s point of view, while accepted by some currents of critical thinking, has long ceased
to be relevant given the advances in research into neurophysiology and psychology
(Damásio, 1999; Bandura, 2001).7 In fact, human cognition, constructed through a sociability
sustained by emotions, is far too complex for the critique of the foundations of neoclassical
economic theory to concentrate on the computational limitations of the mind and the
impossibility of accessing all relevant information.
The institutionalist political economy initiated with Veblen goes deeper. First of all, it
recognises that human beings only become people through sociability, so that they
themselves, and the sociocultural environment in which they live, have to be seen as
interdependent and co-evolving. Moreover, it understands that individual decisions are
never the result of a utilitarian, atomistic and isolated rationality. Inspired by the
pragmatism of Charles S. Peirce, Original Institutionalism assumes that human rationality is
revealed through action, through our way of being in the world (Kilpinen, 2003). According
to this view, developed especially by John Dewey, means and ends should be seen as
interdependent and evolving: “An end, or effect, soon becomes a means, or cause, for what
follows. […] nothing happens which is final in the sense that it is not part of any ongoing
stream of events” (Whitford, 2002: 337).
In fact, human behaviour is not a sequence of discrete decisions in which the choice of
means is determined and evaluated on the basis of known ends. On the contrary, human
behaviour is a process in which the ends in sight also depend on the situation at hand and
the means that are available. This interdependence is clearly visible when new needs, or
ends, are generated by new technologies. Thus, overcoming the analytical distinction
7

It should be pointed out that Herbert Simon was strongly influenced by the expansion of cybernetics and by
computation technology. For a more detailed critique, see Bateira (2006).
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between means and ends, Dewey’s pragmatism holds that they are not separate. Rather, it
is by experiencing a process in which results are gradually anticipated that human beings
reveal their rationality, provisionally deliberating about everything that is at stake, i.e. about
results, ends, means and the course of action itself. This dynamic understanding of human
rationality is radically incompatible with rational choice theory, even in those of its versions
that were revised to accommodate the criticisms levelled at it.
Finally, denying the distinction between positive and normative economics enshrined in
textbooks, institutionalist political economy adopts a research methodology centred on
concrete economic processes and on the continual subjection of theory to the test of reality
and the results of the policies that it proposes. Inspired by Peirce’s pragmatism, it develops
“a self-correcting inquiry [which] produces experimentally determined, operationally
feasible solutions to specific problems in a dynamic, changing economic system. The result is
a better understanding of the reality of change in the evolving economy” (Liebhafsky, 1993:
749).8 For institutionalist economists of this lineage, there is not a positive economics that
describes, analyses and explains, and a normative economics that makes judgements about
political options because, in fact, human rationality always involves some kind of judgement,
albeit provisional, about means and ends (Rescher, 2004).

2. The Methodology of Original Institutionalism
In order to understand the complexity of the “individual–social system” nexus, it is essential
to go back to Veblen’s institutionalist political economy, a current that was very influential
and perhaps even mainstream in the US academia in the interwar period. The central ideal
of Veblen’s institutionalism is aptly summarised in the following paragraph:
The growth and mutations of the institutional fabric are an outcome of the conduct of the
individual members of the group, since it is out of the experience of the individuals, through
the habituation of individuals that institutions arise; and it is in this same experience that these
institutions act to direct and define the aims and the end of the conduct. (1994b: 243)

The last sentence of this quotation shows that, for Veblen, institutions have autonomy
and a causal power that influences the conduct of individuals. However, he also rejects any

8

As Mirowki stated, “institutionalist economics was the offspring of an entirely distinct philosophical tradition
from that which gave rise to neoclassical economics. These two traditions have a profound conflict over their
respective images of a ‘science’, and therefore profoundly incompatible images of ‘economic man’ and
‘rationality’” (1987: 1002).
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structural determinism when he asserts that “institutions arise” out of the sociability of
individuals. This is one of the rare references to the emergence of institutions in his work.
Veblen kept aloof from the philosophical debate of his time about the ontological
relationship between different levels of reality (matter, life, person, society), and did not
commit himself to a particular ontology of social reality.9 Even so, it seems clear that he
rejected both methodological individualism and methodological collectivism (Hodgson,
2004: ch. 8). Despite the ambiguities of some of his formulations, Veblen viewed institutions
as evolving sociocultural entities generated by an upward causality from the action of
individuals; in the same process, institutions exert a downward causality on individuals’
ideas, preferences and behaviours.
Not having joined the debate on the ontology of social reality, Veblen attributed a vague,
broad sense to the concept of “institution,” focusing his analysis primarily on structures of a
cultural nature.10 Despite his in-depth discussion of the business firm, he did not concern
himself with markets. For an analysis of markets in which the systemic dimension of
institutions is touched upon, we need to revisit the work of Karl Polanyi.
Karl Polanyi (1944) criticised the classical economists for their atomistic view of the
individual and for identifying the exchange of products in archaic societies with the market.
In his view, the institutional transformations of the 19 th century in Great Britain, induced by
the Industrial Revolution, gave rise to a capitalist society that began to treat work, nature
and money as (fictitious) commodities. According to Polanyi, “to include them in the market
mechanism means to subordinate the substance of society itself to the laws of the market”
(1944: 71).
Polanyi’s institutionalist perspective was conveyed in more elaborate form in one of his
last works:
The fount of the substantive concept [of economics] is the empirical economy. It can be briefly
(if not engagingly) defined as an instituted process of interaction between man and his
environment. (1957: 248)
A study of how empirical economies are instituted should start from the way in which the
economy acquires unity and stability, that is the interdependence and recurrence of its parts.
(ibidem: 250)

9

For a discussion of emergentist ontology in social reality, see Weissman (2000).
For a discussion of the ontology of cultural structures, see Bateira (2010).

10
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Acts of exchange on the personal level produce prices only if they occur under a system of
price-making markets, an institutional setup which is nowhere created by mere random acts of
exchange. (ibidem: 251)

These formulations show that Polanyi distinguished the interpersonal level of mercantile
exchange from the level of institutional norms of the market. Further, Polanyi considered
the two levels as simultaneously autonomous and interdependent: “institutional patterns
and principles of behavior are mutually adjusted” (Polanyi, 1944: 49). Therefore, he criticised
the founding fathers of political economy for ignoring society as an emergent reality
endowed with its own causality. In this sense, Polanyi’s thought on markets, the economy
and society is not only institutionalist but also systemic.
More recently, the South Korean Ha-Joon Chang has shown the relevance of Original
Institutionalism in the analysis of development processes. In a recent work, he calls
attention to the causal relations, both upwards and downwards, involved in the
development of societies. Recognising that the culture of a non-industrialized society seems
unfavourable to industrial development, Chang disputes the idea that a “cultural revolution”
is necessary for development to occur:
Though culture and economic development influence each other, the causality is far stronger
from the latter to the former; economic development to a large extent creates a culture that it
needs. Changes in economic structure change the way people live and interact with one
another, which, in turn, changes the way they understand the world and behave. (2007: 200201)

He accepts that institutional norms and culture shape individuals and influence their
behaviours. But at the same time, he was able to observe how, in various countries, the
effects produced by economic policies on the interactions between individuals within
companies, trade unions, state organizations and on other subsystems of society led to
changes in those organizations, in the norms of institutions and in culture. It is within this
conceptual framework of multi-level interdependencies, of an emergentist ontology, that
the next section explores the concept of the market and its relationship with the state.

3. State and Markets Co-evolve
Let us begin with a basic question: What are markets? According to the interpretation of
Original Institutionalism presented in this article, markets are social systems organized for
the provisioning of a society. They emerge from the interaction between people who,
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performing specific roles, form organizations, networks of relations and norms regulating
various activities (Figure 1).11

Figure 1 – The market as complex self-organized system
Source: Bateira (2010)

To understand the nature of the market it is necessary to make an analytic distinction
between individual interactions (the bottom) and the structures that emerge from them,
namely organizations (business networks, firms, associations or regulatory bodies) and
institutional norms (laws and regulations, informal rules, business culture). Individuals and
market structures form a complex self-organized systemic whole, in a word, an “institution.”
This was also the perspective of the social researchers who worked with Polanyi in his late
years. According to one of them,
all societies, viewed as self-maintaining social systems, have certain fundamental requirements
which must be met if they are to continue in operation. […] Furthermore, all societies in fact
have structures of social relations through which this supply is maintained, and in any given
case that structure (or structures) is its economy. (Hopkins, 1957: 287)

At this point, it should be stressed that the institutions of every society differ in terms of
their nature, complexity and functions, and this entails relations of inclusion. Thus, firms are
(micro) institutions that operate in the markets, which are (meso) institutions, subsystems of
11

It is important to remember that markets, understood as institutions, only appeared with long-distance
sailing and the advent of the nation state.
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the economy. The latter is the (macro) institution that ensures the provision of both market
and non-market goods and services to society (Figure 2).12

Figure 2 – Society as a differentiated sociocultural system
Source: Bateira (2010)

This systemic view clearly shows that the provisioning of a society also depends to a large
extent on non-market production, both public and private (Williams, 2005). We cannot insist
too much on the fact that markets depend on the non-market economy, at least through the
services that families provide to their members working in the market sub-system (Ortiz,
2002). Thus, non-market activity in any economy cannot be seen as a vestige of the past or
as a minor complement to modern markets.
From this point of view, each market and the system of markets as a whole only exist in
interaction with the state. In fact, not only are some markets created ab initio by the state,
no market functions without the normative framework that the state establishes and
enforces. Thus the emergence of any market takes place within relations of interdependence

12

See Polanyi: “The instituting of the economic process vests that process with unity and stability; it produces a
structure with a definite function in society” (1957: 249, my italics).
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with the state, as well as with other markets, non-market production and the remaining
institutions of society (Figure 3).13

Figure 3 – The market and its interdependencies
Source: Bateira (2010)

Given that institutions are processes (flows) organized by causalities involving recursively
interdependent structures and individuals, it makes no sense to speak of market equilibrium.

13

It is not possible to give a full explanation of my concept of the market within the limits of this text. I shall
merely point out that it is a multi-level system that includes not only the process of appropriation that arises
from the purchase and sale of goods and services, but also processes of production, distribution and
consumption. On this point, see Bateira (2010: 163-174).
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This notion was imported from mechanical physics, and cannot obviously be applied to social
reality. Even so, the relative stability of the organization of the different processes
constituting a market can and should be emphasised. The effects of negative feedback
(buffering) that exist in all societies contribute to this stability, particularly the inertia that
cultural structures introduce into the life of individuals and organizations (Veblen, 1994a).
This interactive view of the nature and functioning of markets points to the inadequacy of
the endogenous/exogenous dichotomy, an analytical tool much used in mainstream
economic theory. One example that emphasises the advantage of the interactivist approach,
in this case in analysing the integration of a national economy into the global economy, is
given by Campbell:
International pressures […] are mediated by already existing domestic practices. New practices
originating outside a country are translated, layered or otherwise recombined with nationally
specific metatraditions that have been inherited from the past. […] internationalization is a
simultaneous move to universalism (convergence) and particularism (divergence). (2007: 181182)

In this institutionalist view of society, the state occupies the place of meta-institution that
regulates the social system. It holds the monopoly on the production of laws and the use of
force, whose control and administration is disputed by various social groups, some of which
are organized into political forces subject to electoral scrutiny.
In treating the state as a meta-institution, I assume that it emerges from the interaction
amongst individuals and diverse organizations (parliament, ministries, courts, the police,
etc.). In the course of history, individual interactions consolidated the specific norms and
social relations of this meta-institution which, once emergent, guarantee the interdependent
autonomy amongst different types of state organization, as well as its systemic nature. In
contrast to public choice theory (Buchanan & Tullock, 1958), this text assumes that the
rationality of civil servants and holders of political office, like that of other human beings,
results from a complex of reasons and emotions that is far from being systematically selfish.
The motivations of political agents are multiple and influenced by the national culture, by
the culture of the organizations to which they are bound, by the exercise of power, by
material interests, and also by altruistic interests, as with most citizens.14

14

For a critique of rational choice theory, see Archer (2000) and Joas (1996). For a critique of public choice
theory, see Udehn (1996).
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An institutionalist recognises that the state is not a neutral guardian of the general
interest, nor has unlimited capacities to acquire all the knowledge that it needs to formulate
policies or enforce them. However, accepting the limitations of civil servants, political
leaders and state organizations does not imply accepting the thesis put forward by Mancur
Olson (1965), for whom the state is, by nature, captured by economic interest groups
(Mayhew, 2001). On the contrary, historical evidence shows that development processes
were supported by states that also made wrong decisions and had bureaucracies that were
far from perfect. As Chang aptly notes (2009: 19), “In the real world, successful countries are
the ones that have managed to find ‘good enough’ solutions to their political economy
problems and went on to implement policies, rather than sitting around bemoaning the
imperfect nature of their political system.”15
Even if we consider only production and exchange, the view of the market presented here
goes far beyond the idea of a process of competition between firms through price. Since
Alfred Marshall’s analysis of ‘industrial districts’, we know that competition has always
coexisted with entrepreneurial cooperation. Thus, the institutionalization of a culture of
trust, favourable to cooperation, is an integral part of the informal norms that regulate the
functioning of prosperous markets. Indeed, cooperation between companies, and between
these and the state, is well documented in Lazonick’s research (1991) on industrial
development processes in the USA and Japan. By contrast, on the deregulation of markets,
intensified after the 1970s, Chang claims that, “while there are some notable sectoral
success stories, at least when seen from a static efficiency point of view, the often-expected
dynamic benefits of deregulation at country-wide level do not seem to have materialised in
any great quantity in most countries” (1997: 715-6).
As it is based on the interaction between markets and the other institutions in society,
the political economy of Original Institutionalism is intrinsically sociocultural and historical. It
is not reducible to an analysis of individualistic economic calculation centred on transaction
costs and static efficiency gains, the analytical tools Williamson’s New Institutionalism (1975)
uses to discuss the nature of firms and markets. Original institutionalism broke with
calculative reasoning, the concept of market equilibrium and the sterile simplism of
15

In overvaluing “state failures,” mainstream economic theory has rejected the active role of the
developmentalist state and, in its place, defended a regulatory state. This option has been argued in terms of
static efficiency, concentrating on short-term results that are generally small and non-repeatable. At the same
time, it ignores long-term results, particularly in productivity and growth. On this debate, see Chang (1997).
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algebraic formulas. Instead, it opens up a dialogue with the human sciences and with other
fields of social science research.
The renewal of Original Institutionalism argued for here views economic development as
a historical process of change in the structures of the economy, society and the
interdependent relations that sustain them. Instead of seeking analogies with biology – one
of Veblen’s weak points which persists today in the work of some of his followers (Hodgson,
2004) – it is argued that institutionalist political economy should rather deepen the
interdisciplinary dialogue and value the historical dimension of its object of study, paying
particular attention to the German Historical School, for which Veblen had high regard.

Conclusion
The form of Original Institutionalism that I support views markets as (meso) institutions
integrated into the economy as institution, in constant interaction with the other institutions
of society, particularly with the meta-institution of the state. This leads to a new way of
approaching state economic policy, which may be illustrated with a short note about the
role of industrial policy in development processes.
Industrial policy has been described as a selective, arbitrary policy that provides financial
support to some large companies or industries that the state defines as possessing high
growth potential, sometimes in contradiction to their actual performance. Based on the
existence of state failures, some have argued for a policy of indirect support, especially as
regards education, R&D and infrastructure expenses. As we have seen, the interactivist
perspective of the relationship between the state and markets is more demanding.
The experience of the new industrialized countries shows that industrial policy is based
on the strategic cooperation between the state and enterprises, chosen from a relatively
open universe (“targeting within universalism”) (Chang, 2009: 15). The success of these
countries confirms that a relatively selective industrial policy, when directed towards
capability building, is a powerful tool for economic development. Instead of distributing
fiscal and financial benefits across industries, the interactive model proposes the creation of
inter-institutional conciliation platforms involving public agents and entrepreneurs from
specific industries with the goal of carrying out a common strategy. The aim of this process is
to identify the obstacles to development raised by the culture of industry, by the training of
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workers and by the skills of entrepreneurs and state officials. More precisely, what needs to
be discussed in the dialogue between the state and industry is the following:
(i) exactly why is, or isn’t, industrial policy more difficult than other policies?; (ii) if it is more
difficult than other policies, can it be made “easier” by learning from “best practices”? (iii) if it
is not capabilities in mainstream economics, what exactly are the bureaucratic capabilities that
are needed for good industrial policy?; (iv) how can we build those capabilities most quickly
and cheaply? (Chang, 2009: 24-25)

The critics of an industrial policy of a developmentalist state will be tempted to raise the
following question: how is it possible that politicians and ministry staff, without any business
experience, are in a condition to discuss with entrepreneurs a strategy for their industry?
Actually, the interactivist model of economic policy starts from a more realistic
understanding of what knowledge is: it is not something that one does (or does not) have,
but rather a personal capacity that is developed through social interaction. In the process of
designing an industrial strategy, state agents have certainly a great deal to learn, but the
same may be said of entrepreneurs. The experience of the newly industrialized countries
shows that the former “could look at things from a national and long term point of view,
rather than sectional, short-term point of view” (Chang, 2009: 16), which is essential when
the aim is to build individual and organizational capabilities and renovate institutions and
culture.
This institutionalist perspective on development compels us to critically challenge the EU
policies designed to support structural change in the so-called “cohesion countries.” In
Portugal, after more than a decade of massive financial assistance, the problem of the
external deficit remains, and has given rise to an accumulation of private and public debt
that has made the country bankrupt. The present Euro-zone crisis makes us realise that the
EU’s strategy to promote the real convergence of these countries has been a failure.
However, it is important to understand that this failure cannot be overcome without a
revolution in the present legal framework of the EU. Indeed, the letter and spirit of the
Treaties prevent an industrial policy in the terms mentioned above, at least as regards
competition and free trade. The truth is that a EU country, particularly if it is in the
Eurozone, does not have the autonomy to implement a developmental economic policy.
However, as Chang reminds us, “Policy space is a matter of vital importance. Long-range
historical records suggest that it has an enormous influence on a country’s ability to achieve
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economic development” (2005: 19). If this is true, then Portugal’s integration into the EU is
at the centre of the crisis in which the Portuguese find themselves today.
Translated by Karen Bennett
Revised by Teresa Tavares
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Social Costs: Where Does the Market End? *
The markets are a powerful economic coordination mechanism. Even so, their limitations
cannot, and should not, be ignored. The wide range of costs originating from business activities
within the framework of capitalism and subsequently externalised or, more accurately,
transferred to other agents or to society as a whole with no repercussions on the price
mechanism, is one particularly striking example of these limitations. This article contrasts the
different concepts of social costs existing in economics literature, ranging from the
identification of the problem as a “market failure” to the more heterodox (and less wellknown) concept of K. William Kapp, according to whom social costs are an intrinsic and
inevitable problem within the institutional context of capitalism. The nature of the problem is
discussed initially, followed by a presentation, albeit brief, of two fundamental fault lines
separating the prevailing conventional approach and Kapp’s heterodox one: the concept of
efficiency adopted and the way in which the question of valuation of social costs is viewed.
Keywords: social costs; externalities; market failures; market; efficiency; social value.

Introduction
In a stimulating book published recently, entitled The Value of Nothing, Raj Patel very clearly
illustrates, by means of several examples, the diversity, range and above all the importance
of social costs resulting from business activities within the framework of contemporary
capitalism (Patel, 2011, in particular ch. 3). The truth is, however, that our understanding of
these costs and how to deal with them in terms of public policy is still far from settled.
Conventional economic theory regarding social costs, which stems from A. C. Pigou’s The
Economics of Welfare (1932 [1920]) but lacks his subtlety of analysis, is based on the
understanding that these costs are “externalities” – a market failure. This approach, which
remained relatively uncontroversial until the early 1960s, was substantially challenged by
the work of Ronald Coase in “The Problem of Social Cost” (1960). According to this author,
rather than market failure, the problem of social costs is, in fact, the result of the nonexistence of markets, either because the property rights that would make them viable are
not clearly assigned, or because the transaction costs (the costs of market functioning) are
prohibitive. In both approaches, however, social costs are reduced merely to a problem of
the inefficient allocation of economic resources. Moreover, although it represents a

* Article published in RCCS 95 (December 2011).
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significant paradigm shift in the analysis of social costs (Medema, 1994), Coase’s analysis
may still be considered canonical, essentially using the conceptual framework and analytical
tools of traditional microeconomic theory. It is not therefore surprising that it features in
nearly all microeconomics and public economics textbooks used nowadays in universities
throughout the world.
On the fringes of this prevailing line of thought, the work of Karl William Kapp merits
attention. A distinguished, but relatively unknown, critical economist in the tradition of
American institutionalism whose ideas were strongly rooted in European thought, Kapp
dedicated most of his academic work to the problem of social costs for more than a quarter
of a century. In a seminal book, The Social Costs of Private Enterprise,1 and various
subsequent works, Kapp shows that social costs are an inexorable product of the intrinsic
logic of capitalism, with unavoidable political dimensions, and he questions the search for
solutions to the problem of social costs via the market (as Coase tends to argue) or economic
calculations based on market prices (as was also the case with Pigou).
In order to clarify the nature of the problem from the outset, it is therefore important to
confront these different concepts of social costs. This will be the aim of the next section, in
which particular attention will be paid to K. William Kapp, given the reader’s presumed
relative lack of familiarity with his work. The section which follows this aims to present,
albeit briefly, two essential fault lines between the conventional approach to social costs and
the heterodox approach of K. William Kapp, namely (1) the relevant concept of efficiency
and (2) the problem of the valuation of social costs. The text ends with some concluding
remarks.

1. The Nature of the Problem
1.1. Social costs as “externalities” (market failure)

In conventional economics literature, social costs are externalities.2 The latter are
understood as the unplanned consequences of the activities of one or more economic
agents (individuals or firms)3 which affect the well-being or productive capacity of others

1

The book was first published in 1950, and a revised edition appeared in 1963 under the title The Social Costs
of Business Enterprise.
2
Negative externalities. Similarly, we may refer to positive externalities when the issue is one of social benefits,
rather than costs.
3
The specific origin of the externality – whether production or consumption – is irrelevant.
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involved in the economic process, for which it is not possible to obtain or demand
compensation.4 They are residual or secondary5 effects of the main economic activity of the
agent – “external” effects – which escape the working of the price mechanism. They are
external economies or diseconomies.
The basic problem here is the inability of the price mechanism to assure a compensation
for the damage (or benefits) caused or, in the language of economists, to internalise these
effects.6 It is a market failure or, in other words, a situation in which the markets prove
incapable of ensuring the “efficient” allocation of economic resources. Within the dominant
analytical framework of economics this is equivalent to saying that the Pareto optimum has
been violated.7 If there can be no compensation, within the logic of the potential Pareto
improvement test, that is, in situations in which the damage caused by the action of an
agent is greater than the advantages it offers to another agent or economic sector, it is
impossible to achieve “optimality.”8 Externalities therefore represent a problem for which
corrective action is justifiable.9 In the Pigouvian tradition, this generally means state
intervention in the form of taxes, subsidies or state regulation.

1.2. Social costs as the result of a lack of markets

Ronald Coase rejects the idea of social costs as external damage (thus also rejecting the term
“externalities”). In his view, it is wrong to consider the problem of social costs as the result
of damage imposed unilaterally on others and as a question of lack of compensation

4

Damages not perceived as such by the various economic actors in question are not considered externalities.
Environmental degradation, for example, only represents a significant problem when people feel that it affects
their well-being (Franzini, 2006: 58).
5
See, for example, Fernandes (2011: 140).
6
The effects on third parties internalised by the action of the price mechanism – the so-called pecuniary
externalities – are, from this point of view, irrelevant. They are not even considered true externalities. They are
part of the normal functioning of the market. This is the case, for example, with the negative effects on the
well-being of local residents in a tourist area due to price increases during the holiday season as a result of the
large influx of tourists.
7
A situation is considered to be Pareto optimal (or Pareto efficient) if it is not possible to improve the level of
well-being of one given economic agent without implying a reduction in the well-being of at least one other
agent.
8
On the potential Pareto improvement test and the Kaldor-Hicks compensation criterion, see, for example,
Bromley (1990) and Zerbe Jr. (2001).
9
Only the externalities relevant from the point of view of the Pareto optimum are of interest. If, for example, a
firm’s decision adversely affects the well-being of its workers or the community, but the damage caused is
lesser than the improvement of the well-being of its shareholders, there is no justification, within the logic of
efficiency (the only relevant argument within the framework of this approach), for any corrective measures.
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(internalisation) from the agent generating the damage to the agent(s) bearing the damage.
Ultimately, everyone is responsible for the existence of the problem and for resolving it.
Social costs result from situations in which the agents involved establish a reciprocal
relationship with regard to the object of the damage. In a relationship between two agents,
A and B, “both parties cause the damage.” Preventing damage to B implies causing damage
to A. There are costs for both parties. It is therefore desirable for both to take the damage
into consideration when deciding on their course of action (Coase, 1960: 13).
The question which should be asked, as Coase seeks to demonstrate using several
examples of actual legal cases, is: should A be allowed to harm B or should B be allowed to
harm A? It is a matter of deciding whose interests will be protected by law and by the courts,
i.e., which interests will acquire the status of rights (Medema, 1994: 69). These rights have a
dual nature (Medema, 1994: 68-69; 2009: 105): granting a right to one party implies
exposing others to the effects of exercising this right, which implies costs.10
Rather than a market failure, for Coase social costs reveal a problem of non-existence of
markets resulting from a failure to define the property rights that permit (and facilitate)
transactions. This is, in the end, a failure of the state (Medema, 1996: 102). Once these
rights have been clearly assigned, (voluntary) transactions may take place in favour of those
who value them most, leading, in the absence of transaction costs,11 to a Pareto efficient
allocation regardless of the initial attribution of property rights. The problem ceases to exist.
This is the famous result known as the “Coase theorem.”
In reality, however, given the unavoidable empirical relevance of transaction costs –
preventing the realisation of the theorem in practical terms – what is really important,
according to Coase, is not that this result, so highly prized by market enthusiasts (and a great
many economics textbooks) represents the solution, but rather the essential role played by
the law (and the courts) in allocating economic resources. Due to the prohibitive cost of
negotiation, rights tend to be exercised under the terms of their initial attribution – “rights
stick where they hit” (Medema, 1994: 76).
According to Coase, the answer to the question of to whom property rights should be
assigned is clear: the damage which is greatest should be avoided (Coase, 1960: 2). Rather
10

“The cost of exercising a right is always the loss which is suffered elsewhere in consequence of the exercise
of that right – the inability to cross land, to park a car, to build a house, to enjoy a view, to have peace and
quiet or to breathe clean air” (Coase, 1960: 44).
11
The costs of market functioning.

132

RCCS Annual Review, 4, October 2012

Social Costs: Where Does the Market End?

than placing the entire burden on those “responsible” for the damage and trying by all
means possible to eliminate this damage, the solution to the problem of social costs lies in
choosing the most advantageous alternative. It is an exercise in calculating gains and losses.
It involves knowing whether the gains that result from preventing the damage are greater or
lesser than the losses caused by measures designed to eliminate it (Coase, 1960: 27). For
example, if river pollution kills fish, the value of the loss of the fish should be compared with
the value of the production made possible by the activity causing the pollution. The ground
rule for making decisions, Coase argues, is to choose the situation that maximises the total
value of production.
This obviously implies knowing the value of what is acquired and what is sacrificed.
According to Coase (1970a: 35), “it is not always, or ever, easy to decide which course [of
action] to take. But the nature of choice is clear.” Continuing in his own words, it is a
decision that “is no different from deciding whether a field should be used for growing
wheat or barley, and it is certainly not one about which we should show any great emotion.
It is a difficult and important question, but it is certainly just a question of valuation” (Coase,
1970b: 9, my italics).
To sum up, in redefining the nature of the problem, Coase also questions two
fundamental aspects of the traditional approach to externalities: 1) the idea that social costs
correspond to “market failure”; 2) the understanding that the solution to the problem
inevitably involves “corrective” measures by the state, namely taxes and subsidies. Yet, as
will become clear later, this reasoning is still based on traditional microeconomic theory.

1.3. Social costs as a problem intrinsic to capitalism

In various essential aspects K. William Kapp’s analysis of social costs represents a break with
previous approaches. In his view, social costs are business costs transferred to third parties
or the community as a whole and “unpaid” (or “uncompensated”) by the agents who
produce them. They are widespread, though very dissimilar, phenomena in capitalist
economies, intrinsically linked to production and inevitable within the framework of profitbased economies. They are, nevertheless, costs that may be minimised through reforms and
appropriate institutional changes.
According to Kapp, the existence of social costs is fundamentally due to the fact that the
search for profit results in an emphasis on minimising the private costs of production. In
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minimising their internal costs, companies will tend to transfer to third parties and the
community in general, and effectively maximise, social costs (that is, the portion of the total
costs usually termed “external” costs in traditional economics literature).
Rather than the mere residual or secondary effects of a main activity – an undesirable coproduct – social costs are instead an intrinsic and necessary feature of profit-based
economies. The capitalist economy is, in Kapp’s words, an “economy of unpaid costs”.
These costs cover a broad range of environmental and social diseconomies, including such
diverse and heterogeneous aspects as environmental pollution, the depletion of renewable
resources and the exhaustion of non-renewable resources, urban congestion, deteriorating
working conditions, workplace accidents and occupational diseases, the harmful effects of
technological change, economic instability and unemployment and, as has begun to emerge
with particular acuteness during the course of the current crisis, the sacrifice of individuals’
well-being to the rhythms, interests and demands of the economic machine. They include, in
fact, a wide “variety of ‘diseconomies’, increased risks and uncertainties which may extend
far into the future” (Kapp, 1963: 185).
In a recent re-reading of Kapp’s work, Maurizio Franzini (2006) argues that Kappian social
costs should be understood as violations of basic social rights, or even a reversal of these
rights. It is therefore completely irrelevant whether the damage caused by the action of an
agent, measured as losses in the well-being of those who suffer them, are greater or lesser
than the advantages they bring to those who produce them (a central question, as we have
seen, in the framework of the conventional analysis of externalities). As the author
emphasises, social costs are violations of social rights, perpetrated by market capitalism,
whether they occur in a Pareto efficient context or not. The social damage, even if less than
the gains for companies, still represents a violation of social rights and for this very reason is
no less important.
According to Kapp, the free operation of the market promotes the “externalisation” or, as
he prefers to call it, the large scale shifting of a significant part of the total cost of production
to the community (the conversion of “external” costs into social costs).
The possibilities of “resistance” to this shift of costs by negotiating conflicting interests –
following a Coasean line of thought – are, in Kapp’s view, limited. There are several reasons
which may explain this. Kapp (1978 [1963]: 267-268) suggests the following:
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Some social costs, such as the damage caused to human health, may remain
hidden (and ignored by those affected) for long periods of time;

(ii)

In the case of catastrophes such as floods, landslides and other “natural” disasters
caused, or at least aggravated, by the irrational use of resources, social costs, and
all the human suffering they imply, may be perceived as the result of merely
natural causes;

(iii)

Certain kinds of damage, although significant overall, are spread out over a large
number of people in such a way that individual losses are relatively negligible, and
therefore do not appear to justify “defensive action”;

(iv)

Those directly affected by social costs may not have the (financial, legal or other)
means to act in the appropriate way, namely by resorting to legal channels, to
prevent the damage that is being inflicted upon them from continuing;

(v)

In general, those affected are in an inferior bargaining position and thus are less
able to resist the power of companies and their organisations; for the latter,
lobbying to prevent regulatory measures from being applied to their business
activities is frequently more profitable than adopting measures to prevent social
costs;

(vi)

Finally – and this is perhaps the most fundamental question – social costs are, as a
rule, an inexorable product of the logic of the working of the market economy as a
whole.

In fact, Kapp contests the idea that social costs can, in general, be reasonably conceived
within a framework of bilateral and reciprocal relations. In his view, social costs are
associated with asymmetrical non-market relationships which are often involuntary, shaped
by relatively powerful entities that impose their interests on the economically and politically
weaker sectors of society. Economic actors have different opportunities to access the
relevant information and different capacities for controlling or even manipulating this
information, as well as unequal bargaining power. The problem of social costs therefore
includes a dimension of power, and therefore politics – which is ignored by the dominant
theory – without which it cannot be fully understood.
At this point it is worth quoting Kapp himself:
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[T]he fact that part of the costs of production can be shifted to third persons or to society as a
whole is merely another way of saying that costs and hence profits depend at least to some
extent on the power of the individual firm to do so. In short, what the conventional theory
treats as given is in fact already the result of a constellation of market or non-market
interdependencies between units of a heterogeneous character and with different degrees of
economic control and domination. (Kapp, 1969: 335, my italics)

Some years later, in one of his final works, Kapp would add:
[T]he causal process is not, as a rule, bilateral in character, with specific polluters causing
damage to specific, identifiable individuals or affected parties. In fact, the process has nothing
in common with a typical two-persons, market relationship; it is not the result of any voluntary
contractual transaction. The affected persons are as a rule without protection; they have no
voice in the matter; they are victims of a process over which they have little if any control. The
degradation of the quality of the environment happens, so to speak, behind their backs, and
the possibilities of redress are limited or ineffective under prevailing compensation laws. (Kapp
1977: 531, my italics)

This brings us to a central feature of Kapp’s approach: the idea that the causal processes
that link production, the natural and social environment and individuals involve “economic”
and “non-economic” dimensions within a complex network of systemic interdependencies.
In his view, social costs are the result of the combined action of a plurality of factors,
relations and causal processes, and can only be fully understood (and their effects
minimised) within the framework of an approach that recognises (1) the open nature of
socioeconomic systems, and (2) the circular and cumulative nature of these causal processes
(Kapp, 1976). Their cumulative nature demands that consideration be given to critical
thresholds (or critical zones), which is lacking in conventional analyses, on the basis of which
social costs acquire a new relevance and meaning. Linear cause and effect mechanisms and
theoretical approaches based on the conventional notion of equilibrium prove inadequate
for analysing social costs.

2. Fault lines
There are many differences – some more significant than others – between the various
approaches to social costs. I intend to highlight two of these which, in my view, represent
fundamental fault lines between the dominant conventional approach and Kapp’s radically
heterodox approach. The first difference has to do with the concept of efficiency underlying
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the two approaches; the second refers to the problem of valuation. In both cases we can see
the central position the market assumes in the thinking of the authors under analysis.12
In fact, the question of social costs is, from start to finish, a discussion about the place of
the market. Daniel Bromley offers a good summary of the prevailing position amongst
economists concerning the role of the market:
[T]he centrality of markets is so pronounced in economics that instances in which markets do
not (or cannot) work are regarded as cases of market failure – with the immediate implication
that we should see what is necessary for markets to be established. Or, we derive the outcome
that would obtain if a market could but be established. (Bromley, 1997: 1389)

Kapp’s position is very different: for him, what is important above all is to consider the
limits of the market. One thing is certain: discussing the problem of social costs inevitably
means discussing the role of the market (in theory and in terms of the reality of our
economic systems). It is a complex question and, obviously, this text cannot accommodate a
detailed discussion of all its aspects. In the sections which follow, the intention is simply to
outline the terms of the debate.

2.1. Pareto efficiency vs. social efficiency

Despite their differences, traditional analyses of social costs, such as the one produced by
Coase, have one essential point in common: they conceive of social costs as a problem of
economic efficiency (a retreat from the Pareto optimum). Even when it is acknowledged, as
Coase does, that efficiency does not rule out the question of choice criteria and that
“problems of welfare economics must ultimately dissolve into a study of aesthetics and
morals” (Coase, 1960: 43), from the viewpoint of the economist, it all comes down to
deciding, with the aim of preventing the more serious damage, whether the gain resulting
from preventing damage is greater or lesser than the loss arising out of any measures
designed to eliminate it. Questions of efficiency and equity remain on two completely
separate levels. In strictly economic terms, only efficiency matters – the aggregate gains in
terms of the production of goods (commodities).13 Questions associated with the
12

The issue of power and the asymmetry of agents, which features in Kapp’s work, as opposed to the idea of
voluntary transactions between equal parties within a framework of reciprocity, as argued by Coase, also
represents a fault line between the two approaches, as I have suggested elsewhere (Neves, 2012).
13
Considerations of efficiency and equity were both present in the work of Pigou. However, the question of the
impossibility of interpersonal comparisons of utility raised by Robbins (1932) would translate, with the
development of the Kaldor-Hicks criterion of potential Pareto improvement in the late 1930s, into the strict
separation of these two normative criteria (see Zerbe Jr., 2001). Gradually the profession began to internalize
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distribution of income and social well-being belong to the sphere of ethics, in which the
economist has no expertise.
Kapp rejects this view as being strictly formal, static, partial and incomplete, even to the
point of classifying it as “empty” and “ambiguous” (Kapp, 1965: 305-306). In his judgment , it
does not provide minimally adequate criteria for assessing the relative success or failure of
any solution to the problem of social efficiency, since it does not (and cannot) take into
consideration the institutional context, the relevance of the variables of (historical) time and
(social) space, the possibilities of institutional change, or the real needs and basic
requirements of human life. In addition, it also erroneously assumes a false dichotomy
between “economic” and “non-economic” purposes.
Kapp’s entire analysis of social costs is, in fact, based on the idea that what matters is
maximising the benefits of economic activity – understood as social values – with a minimum
of social costs. It is a problem of social efficiency. For Kapp, as for J. M. Clark before him,
referring to social efficiency means considering overall economic performance from the
point of view of the values of society, which implies defining substantive (rather than merely
formal) criteria and objective indicators of well-being based on a substantive theory of
essential human needs and behaviour.
Even so, according to Kapp, such indicators do not dispense with the need for a strong
element of collective deliberation and political decision-making with regard to the social
values and objectives to be pursued. Social costs are, above all, a problem that concerns the
institutional organisation of the economy. They constitute a collective problem whose
resolution demands collective responses.

2.2. The question of valuation

As we have seen, within the conventional framework, the problem of social costs is, in the
end, reducible to a problem of valuation. Coase was crystal clear in this respect: it is a matter
of determining the value of costs and benefits based on information supplied by market
prices, and choosing the solution that maximises the net benefits.

the (erroneous) idea that efficiency, unlike equity, could be considered value free. As Bromley states (1990:
93), “because efficiency derives from production, because greater production of goods and services is thought
not to imply any value judgements, and because production can be weighted by market prices – which are
themselves considered to be neutral – efficiency becomes synonymous with objective analysis.”
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The practical difficulties of this undertaking are well known, particularly with regard to
attributing value to non-market goods, as are the philosophical objections to the
monetisation of human life and the awareness that, in certain cases, attributing a monetary
value is, to say the least, questionable. But for most economists this is no more than a
necessary and inevitable use of a convenient yardstick (“the measuring rod of money”),
without which rational choice is considered impossible. In the words of Pearce, “like it or
not, any decision implies a monetary valuation” (1978: 3).
For Coase, market prices and, more generally, the possibility of using a monetary
yardstick, are at the core of economic analysis. Actually, it is this possibility that in his view
gives it the advantage, in comparison with other disciplines, in analysing the workings of the
economic system (Coase, 1994 [1977]).
For Kapp, however, social costs, like social benefits, have to be considered extra-market
phenomena (Kapp, 1970). Monetary criteria, such as the principle of willingness to pay or
accept compensation on the basis of market prices, are unsuitable for evaluating social costs
and the consequent deliberations on the course of action to be followed. Since marketgenerated prices do not adequately reflect the relative importance of human needs, the
relative scarcity of production factors and the actual total costs of production, as indicators
they are “not only imperfect and incomplete; they are misleading” (Kapp, 1970: 843-844).
It is therefore imperative, according to Kapp, to evaluate costs and benefits in terms of
the value they have to society (their “value to society”)14. Market price and social value are
far from being one and the same thing. For the author, constructing a theory of social value
constitutes the central problem of economic theory (Kapp, 1978 [1963]: 293), and this
involves defining objective criteria for what is necessary and essential to human life and
survival – his essential reference point – and a new social accounting.

Final observations
The markets – and the prices they generate – represent a powerful economic coordination
mechanism. However, as this text should have made clear, they have considerable
limitations. The wide range of costs “externalised” by companies within the framework of

14

“Value to society” and not “value in society,” in the apt words of J. M. Clark (2009 [1936]: 61), from whom
Kapp borrowed the concept.
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contemporary capitalism, with no repercussions on the price mechanism and on decisions
regarding the allocation of resources, are a particularly striking example of these limitations.
For most economists, this is undoubtedly an important economic problem – the problem
of externalities, as it is generally termed in conventional economics literature – which
demands a response in terms of defining public policies. Various solutions have been
identified. In some cases they favour state measures, such as the so-called Pigouvian taxes
or the regulation of private economic activities, whilst in other cases they are based on the
definition of property rights and the creation of markets, such as the well-known example of
the trading of greenhouse gas emission allowances. However, for these economists,
“externalities” do not threaten the basic theoretical foundations of traditional economic
analysis, namely economic calculation based on market prices or analyses of efficiency based
on the Pareto optimum.
K. William Kapp’s approach to social costs is very different, as we have seen. According to
this author, in addition to constituting a fundamental and unavoidable economic problem
within capitalist economies, social costs are an enormous challenge to contemporary
economic science. If social costs originate from within the capitalist market economy, the
solution to the problem must transcend the logic of the market.
In the words of the editors of Social Costs and Public Action in Modern Capitalism, an
indispensable collection of texts inspired by Kapp’s work,
By focusing on the market as the only possible economy, formal theory implicitly favours those
economic and social interests that have most to gain from a disembedded market. […] Societal
goals should be a priority for the economy – and the economy should be an enhancement of
social opportunities – rather than a constraint. Thus, the performance of the economy should
be valuated in terms of the societal opportunities that it can achieve. (Elsner et al., 2006: 8)

This is a complex and difficult exercise, but undoubtedly one worth undertaking.
Translated by Sheena Caldwell
Revised by Teresa Tavares
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