PAGE  
25

Political Failure by Agreement

Learning Liberalism in the Welfare State

Gerhard Wegner

Chair for institutional economics and economic policy;
Erfurt University, Nordhäuserstr. 63, 99089 Erfurt; Germany; gerhard.wegner@uni-erfurt.de

00 49 – (0) 361 737 4540 (fax: 4549) 

Chapter I

Preferences for the welfare state as a challenge for economic liberalism

(version: August 2006)

Summary: Recent theories of economic liberalism enquire into the conflict between democracy and the market order. In sum, these theories make a strong plea for alternative constitutional rules guiding political behaviour. The extension of state activities in modern welfare states is interpreted as a result of current constitutions; negative side-effects, e.g. in terms of public debt and reduced economic growth rates are explained by the mismatch between preferences of citizens and political outcomes. Alternative constitutional rules are recommended because they correspond to the true preferences of members of society and, at the same time, increase the legitimacy of policies. In contrast to this view, I note numerous indications of far-reaching consent to the welfare state in advanced capitalist societies. Considering that opposition to liberal economic policy is a fact of life whereas mass demonstrations in favour of liberal policies have never been seen, I suggest that advocates of economic liberalism should review their point of departure. I call into question whether citizens naturally hold preferences for economic liberalism, particularly for the minimal state. It is at least one-sided to make prevailing constitutions responsible for non-liberal economic policy when economic liberalism is apparently no part of an overlapping consensus (Rawls) On the other hand, advanced capitalist societies have launched policy-reforms in light of economic stagnation and inflation; they have reduced tax rates and state expenditure, but have done so, contrary to Buchanan’s and Hayek’s approaches, without changing the constitutional rules. I suggest that this change of policy indicates a gradual (but arduous) change of political preferences. This change is caused by experience with non-liberal policies and is a sign of political learning both on the side of policy-makers and of citizens. Liberalism, I argue, can be taken as a learning project for society. What needs to be explained is why democracy initially supports non-liberal preferences of citizens and thus contributes to a conflict with the market order. Rather than contesting current politics on account of its insufficient legitimacy, economic liberalism is better advised to investigate the reasons for the existence of non-liberal preferences. When political learning occurs, economic liberalism should provide a foil for interpreting the outcomes of non-liberal politics. A blue-print for liberal politics, however, does not exist. 

1. Introduction 

The past 25 years have seen a striking renewal of economic liberalism. From the viewpoint of economic history as well as the history of economic ideas this renaissance is remarkable, because economic liberalism had survived for decades only in the archives of outdated political concepts. Many similar and sometimes rival conceptions of economic liberalism co-exist in theory and politics, so that a clear cut definition of what makes up economic liberalism cannot be given at the outset. In chapter II, I present an evolutionary concept of economic liberalism and delimit it from equilibrium theory. For a first orientation, however, let us take economic liberalism as a conception which seeks to minimise the role of the state as to society including markets. All advocates of economic liberalism seek to foster market development which requires economic liberty, whereas the state has to guarantee according economic rights such as property rights, the right of abode, the freedom to choose and free trade. Other than anarchists which constantly are at loggerheads with the state at all, liberals accept that a social entity such as the state should exist and contributes to our well-being in society. Beyond a protective role of the state, however, economic liberals are sceptical to furnish the state with ambitious tasks; instead they seek to bound further governmental intervention to a restrictive concept of market failure. The latter excludes far-reaching redistribution policies (but can include minimum welfare aid for the poor), as it avoids an extensive provision of public goods as well as of public regulations, while competition politics in order to protect free competition should be pursued by the state. In general, economic liberals think that the state has to protect the economic aspects of individual liberty but should desist from setting autonomous, that is politically defined, goals as to resource allocation and income distribution. Above all, economic liberalism takes a deeper look at the feasible possibilities which government can make use of in reality instead of gauging markets against the ideal performance of governments. 

Post-war politics in the western world has not been guided by economic liberalism. Instead, it has followed a far-reaching consent concerning the ideal of the welfare state. This consent has comprised the entire political spectrum; socialdemocratic politicians as well as conservatives and even liberal parties have embraced and contributed to the establishing of the welfare state which became the hallmark of western society for a long time. It is no exaggeration to term the welfare state as the collective identity of western societies. In post-war West-Germany, for instance, which has been much more confronted with the challenges of communism and its allegedly superior promises as to human well-being than any other western country, “pure capitalism” or a “free market order” was never an attractive political concept. Instead, the only viable political ideal have been seen in some capitalist order combined with substantial social ingredients in order to moderate the deficits, social costs in particular, of “pure” capitalism. But also in the other countries of the North-Atlantic world, the space between capitalism and socialism, albeit biased towards capitalism, has always been the home territory of the political agenda. Re-distribution policies via progressive tax rates, social securities such as pensions or unemployment security as well as rules of dismissal in the labour market, to name only a few items, have become known to be the building blocks of welfarism. The “mixed economy” or a“third way” alternative have become key-concepts of that time and even today sociologists such as Giddens refer to the latter term in search for future alternatives to “pure” capitalism. 

The term “welfare state” which we frequently use in this book, encompasses a variety of state interventions with emphasise on the redistributive role of the state; geographically it points to the mixed economies in Europe, particularly to Middle and Western Europe, to the Scandinavian countries, to the United Kingdom (particularly the period prior to Thatcherism) and to the South European countries. When we reflect on the welfare state, we primarily have these countries in mind. With strong modifications, however, also the United States can be included in our considerations insofar as it represents a mixed economy as well, although the US up to the mid-seventies and probably even today is perhaps better characterised as a regulatory state. 

Public consent at that time did not cast doubt on the sustainability of the mixed economy as such and contended only about its specific extent and intensity. In the sixties of the 20th century, even economists– who were most benevolent to liberalism than any other discipline of social science – have defended the “mixed economy and the active role of the state, flirting with the “ideal socialist economy” (Arrow, 1962) to be the benchmark for social optimality. But in the end of the sixties, attempts to renew economic liberalism were in the making and challenged the mainstream of Keynesianism and welfarism. While Friedman’ s (1962) defence of liberalism more or less has recalled the classical division between the public and the private sector in a Smithian foundationalist tradition, a separation which has been ignored by the modern welfare state, Hayek (1960, 1982/1993), Buchanan (1975, 1987), Brennan/Buchanan (1985) and Nozick (1974), to recall only the mostly influential ones, have striven for a new justification and reformulation of economic liberalism, partly in critical discussion with conceptions belonging to political liberalism as represented by the highly-influential Rawlsian theory of justice which corroborate at least some version of the welfare state. 

These attempts have ended up in coherent theories and conclude that a substantial revision of economic policy is needed. The reasons for their early isolated position within the academic discourse have turned into reasons for their later acknowledgement in theory: up to the late sixties the public – voters as well as policy-makers – could not identify any potential interference of the welfare state with the welfare generating process in the market sphere, in particular with economic growth and productivity; but later on, phenomena such as stagnation, inflation or stagflation have become known to be the by-products of the modern welfare state and have suggested a causal link between the two. Hayek predicted a deep crisis of the welfare state long before the latter was fully developed and warned against the “road to serfdom”, arguing that only a liberal economic order, the minimum state in particular, can guarantee economic prosperity as well as freedom. These early warnings have been ignored and dismissed as an idiosyncratic nostalgia of liberalism, but in view of the undeniable slow-down of economic growth rates and rising unemployment, Hayek’s ideas have attracted theoretical interest decades later. Hence, experiences of democracies with economic policy have supported the renewal of economic liberalism in terms of new theoretical conceptions. 

Hayek and Buchanan represent only particular versions of the new economic liberalism (sometimes, and misleadingly named neo-liberalism). Buchanan’s and Hayek’s approaches – on which I draw in making my arguments - are more far-reaching than other economic approaches on economic reform. In fact, their approaches evoke much criticism for their extreme counter position to the welfare state. For reasons which will become clear in this book, I deem their position to be too normative; nevertheless, no theory on economic liberalism can ignore their work. One distinctive feature of both reconceptualisations of liberalism is the challenge to the extant democratic political order. Neither theory is content to recommend liberal policies because they deem existing politics to be the inescapable outcome of the current political rules. Adopting the insights of public choice theory and the presumption of rational behaviour in the realm of politics, they do not see the option for policy-makers for choosing different policies which are more in line with the recommendations of economic liberalism. Occasionally, representatives of new economic liberalism are generous or even sympathetic with policy-makers who ignore the public interest in favour of short-sighted preferential treatment of interest groups. 

This domination of government by coalitions of organized interests ... is usually regarded by the outsider as an abuse, or even a kind of corruption. It is, however, the inescapable result of a system in which government has unlimited powers to take whatever measures are required to satisfy the wishes of those on whose support it relies. A government with such powers cannot refuse to exercise them and still retain the support of a majority. We have no right to blame politicians for doing what they must do in the position in which we have placed them (Hayek, 1982/1993, Vol. III, 15). 
The consequence of such benevolence towards politicians, however, is far-reaching because representatives of economic liberalism have gone beyond the realm of economics, turning economic liberalism into political theory. This encroachment results from considerations about the impact of constitutional rules on democratic politics: constitutional rules are deemed to determine political behaviour at least in a negative sense insofar as they exclude liberal policies as one option for policy-makers; policy recommendations will be of no avail because the extant political order is inescapably aligned with non-liberal policies; alternative policies, particularly those of a liberal nature, are impossible without a fundamental revision or “revolution” in the constitutional order. As a consequence, the traditional question: “what should policy-makers do?” must be reformulated: “How can constitutions be designed so that politicians who seek to serve ‘public interest’ can survive and prosper?” (Buchanan, 1987a) With this, we see how economic liberalism becomes a political theory which rivals with traditional accounts of political liberalism, in particular if the latter shores up politics which proves to be anti-liberal from an economic point of view.
 

Liberal economists explain the poor economic record through democratic institutions which do not restrict political discretion to a sufficient extent. And even when the deficiencies of economic policy have become obvious in public, practical conclusions from this insight cannot be drawn unless a corresponding constitutional change occurs. Public monitoring of economic policy as well as elections fail to control politicians effectively. When policy-makers have the discretion to pursue their personal goals, they cannot but ignore the “public interest”
; voters, in turn, cannot opt for better political programmes because the latter will fail to emerge for the very same reason. Thus, democracy is fettered by the prevailing maxim of rationality: while rationality in the market gives rise to economic welfare, democratic society suffers from its prevalence in politics; in the latter, rational action counteracts economic welfare and jeopardizes what could be gained if society were well governed. There is no escape from the effectiveness of rationality in politics and therefore from its detrimental impact on the performance of the economy. 

However, from an economist’s point of view “good governance” is an utopian concept if it demands that politicians do without rationality. For that reason the idea suggests itself that economic liberalism has to include the political order in its consideration of politics so that it can further – or at least will not hinder – the generation of economic welfare. If the political order, namely the constitutional rules which form the institutional framework for political acting, set incentives for non-liberal politics in a more or less deterministic way, constitutional reform is the only alternative for preventing democracy from economic stagnation. On this account, recent conceptions of economic liberalism have expanded on their research agenda and turned into political theory of democracy.

2. Economic versus political liberalism

Given that the detrimental effects of extant representative democracy on welfare are an obvious truth, societies have an incentive to change the political institutions of democracy. If, alternatively, society does not make any move to such a revision in view of its consequences, the question arises whether members of society really intend a policy turn-around towards liberal economic policy. If no unambiguous answer to that question exists, consequences for economic liberalism loom ahead. They point to the theme of this book: in search for better political institutions of democracy which will gain consent in society, one cannot take economic liberalism as a natural normative reference even if individuals “objectively” benefit from more liberal economic policy. 

Some remarks are in order to clarify the theoretical problem which economic liberalism has to deal with. Generally, liberalism comes in two distinctive forms: first, one fundamental liberal norm requires that preferences, whatever their content, be taken as they are, as the “raw data” of liberal politics; this includes citizens’ preferences for particular economic policies. This norm characterises what can be termed “procedural liberalism”. Insofar as citizens’ preferences relate to politics, procedural liberalism also qualifies as “political liberalism”. A second notion of liberalism seeks to determine the content of economic policy. This I call “substantive” liberalism; it can serve as a benchmark for assessing economic policies of different countries as to what degree they can be termed “liberal”. Substantive liberalism is frequently used synonymously to economic liberalism, but note that advocates of economic liberalism such as Buchanan also commit themselves to procedural liberalism. On inspection, however, the two conceptions differ from each other, which leads to the question to what extent economic (substantive) liberalism accords with political (procedural) liberalism. Assumed that both turn out to be incompatible, and given that procedural liberalism provides the less demanding and thus more reliable normative orientation, the ultimate question might come up whether economic liberalism can claim to represent liberalism at all. 

Tenants of economic liberalism seemingly take it for granted that the procedural (political) conception of liberalism dovetails with the substantive one. A brief reference to one leading representative of political liberalism, John Rawls, may suffice to appreciate the problem. From my point of view his thoughts are useful even if one does not follow his theory of justice.
 Rawls (1993), to wit, advocates a generalised concept of political liberalism which takes it lead from the idea of “reasonable pluralism”. Political liberalism, Rawls argues, should start from the assumption that members of society subscribe to divergent concepts of the good. Political principles or rules which are to govern a democratic society must not give priority to one such reasonable concept at the expense of others. Instead, liberalism is bound to neutrality; it must take the plurality of reasonable concepts of the good into account and acknowledge the absence of ultimate criteria for finding norms (forming a final argument in the sense of “Letztbegründung”) which can select among them. Furthermore, liberal political principles should not favour specific “encompassing ideas” of a good society at the expense of others being reasonable as well or which increase the possibility that some ideas gain from the political order more than others (Rawls, 1993, 164). In this sense, political liberalism is committed to “target neutrality” and must be aligned to an overlapping consensus. 

If one agrees that in view of pluralism fundamental political concepts to be realised require “target neutrality”, the aforementioned conflict between economic and political liberalism looms large. From a Rawlsian point of view which claims to represent liberalism in general, economic liberalism – e.g. Buchanan’ s or Hayek’ s conception – faces the question whether it represents only one particular vision of a good society. Although Buchanan and Hayek hold their views to be amenable to societal consensus, and give reasons for this conviction, their commitment to normative methodological individualism does not suffice to obviate the tension between political and economic liberalism. In its weakest form, normative methodological individualism means that political outcomes are preferable if they serve the interests of the members of society, at least in the long term. But even such a normatively weak conception can evoke objections if one takes account of the utility functions of conventional economics. The encompassing norm could be judged as being biased towards a specific, that is the economic idea of individual well-being, if not biased to “materialism”, and cannot be generalised to be the prevailing value of all members of society concerning the good (ibid., 169); namely those individuals who feel committed to non-materialistic or communitarian ideas would not find their views of a good society taken into consideration. For that reason alone, economic liberalism could not design a liberal political order when generalising one particular idea of a good society with which one can agree or not. More importantly, economic liberalism would reconstruct a political order from too narrow a conception of individual well-being and thus may prompt individuals to adopt a specific conception of good life, even if they would not agree with this conception in the absence of such political order (ibid, 164). According to Rawls’s criteria of political liberalism, economic liberalism could be suspected of failing to strive for an overlapping consensus and instead of generalising its own idea of a good society. Rawls has not dealt with the constitutional conceptions of economic liberalism explicitly but he seems to have such conceptions in mind when he advertises his own idea of liberalism. Furthermore, adherents of his idea concerning political liberalism who hold reservations against Buchanan’s or Hayek’s political ideas could easily take the above-sketched avenue of critique and advocate Rawls’s overlapping consensus. Rawls avers that any re-design of modern society which claims to be liberal should desist from imposing principles on society which are no part of this overlapping consensus. If, for instance, a vast majority of society or perhaps all citizens agree that redistribution of income should occur to a large extent, no economic conception of a liberal political order could denounce the legitimacy of this consent because of its detrimental impact on economic growth. 

I delineate this theoretical conflict between economic and political liberalism in a hypothetical sense and leave it pending to what extent such conflict materialises or is inescapable. Differences between alternative versions of economic liberalism do exist and must be taken into account, in particular the differences between the contractarian approach of Buchanan, the natural right or Lockeian approach of Nozick and Hayeks theory of self-organisation (spontaneous order). But none of these approaches lacks ambition in that it intends a radical change of democratic economic policy and in due course a revision of the existing political order (constitution). For that reason one would have expected that economic liberalism had reflected whether its own conception of good society mirrors empirical preferences of citizens, but, in fact, it has not. 

A mutual contradiction between economic and political liberalism must therefore be taken into consideration. Specifically, one can argue that economic liberalism encroaches upon its proper competence when conclusions pertaining to the political order are drawn. In defence to this objection advocates of economic liberalism could stress that they employ an individualistic notion of welfare, for which reason no one’s valuations will become overridden. In combination with rational behaviour which is a consistent assumption for explaining policy-making in democracy, individual welfare losses (occurring on the macroeconomic level in terms of economic stagnation, unemployment or public debt) are predicted a necessary outcome in democracy. In conclusion, economic liberalism would argue inconsistently if it confines itself to recommending welfare improving policies, given that complying with these recommendations would demand that policy makers be non-rational. However, the introduction of an additional principle pertaining to legitimised execution of political power which goes beyond political constitution entails a problem for the aforementioned reason. From a Rawlsian point of view the following questions suggest itself: does economic reasoning really restrain from overriding individual valuations when it brings forth a notion of the good according to which society should constitute the execution of its political power? Can we ascertain that members of society will not deem these criteria to be as idiosyncratic as many others which claim to be preferable for society as well? And can we qualify those rival criteria for good policy to be non-liberal even if they find substantial support in society? 

In fact, the latter holds true for the welfare state in many countries of the Western world which has been supported by a far-reaching consent in society and did sustain several changes of government. For instance, during the post war decades many European countries (e.g. Germany, Austria, Netherlands, France, Italy) have seen the establishment and extension of the welfare state no matter whether socialdemocratic (socialist) or conservative parties were in power. Though each incumbent party puts emphasis on different aspects of welfarism, they converged in their generally affirmative view on the welfare state.
 (Considering Margaret Thatcher’s policy revolution in the UK, it must be recalled that Thatcher weathered anti-competition stances in their own party no less than she opposed Labour and the Unions; and even Thatcher did not dare to remove the widely accepted cornerstone of the British welfare state, that is the NHS). But if the welfare state sustains a change of political power because the major parties advocate its benefits for society, Rawls’ thoughts on political liberalism would suggest that the idea of the welfare state rather than economic liberalism mirrors commonly shared values, that is the overlapping consensus (Rawls, 1993, 148).
 

According to my view, any reconstruction of economic liberalism should start from the assumption that its own view on political and economic order is far from self-evident. Put differently, arguments for economic liberalism must take political preferences as they are and not as they ought to be, to allude to Buchanan’s own claim. It is not necessary to go back to an ideal, “pre-public-choice”-view by assuming that in current democracy politics accords with the actual preferences of the citizens. The distortion of citizens’ preferences as a result of political institutions in representative democracies is an insight of public choice theory. Nevertheless, we suggest one take the empirical course of action in economic policy as an indicator for actual political preferences. If liberal parties in the proper sense have been playing but a minor role in welfare states over decades, we can call into question whether citizens would have chosen economic liberalism if a constitution or voting system had existed which translated individual into political preferences one to one. It is a strong assumption if one holds that current societies would consent to liberal economic policy if such an ideal constitution could be established; but both Buchanan’s as well as Hayek’s conception amount to this assumption. Instead, I propose starting from the working hypothesis that current courses of economic policy are possibly not too far away from citizens’ “true” political preferences. If this is so, a conflict for economic liberalism looms ahead: from a liberal point of view, only those courses of action should be pursued with which individuals agree ex ante even if they will appreciate the benefits of alternatives ex post. If liberalism has anything to do with liberty, liberal paternalism amounts to a self-contradiction.
 It is indeed the rejection of concepts such as “false consciousness” or externally imposed preferences which constitutes the essence of liberalism at all.

If society holds a generally positive view on some version of the welfare state, it is tempting to qualify economic liberalism as one political idea which gains support from some members of society but lacks being part of the overlapping consensus.
 Rawls himself seems to address his critical reflection to the economic approach of liberalism when he emphasises that political liberalism must avoid advocacy to “exclusively individualistic conceptions of a liberal society” at the expense of e.g. “organisations which stand for religious or communitarian values” (Rawls, 1993, 168-169).
 Economic liberalism can be seen as a candidate for this line of critique which takes widespread objections to the individualistic approach of economics into consideration. Outside the camp of economists, attributes such as “atomistic” or “reductionist” alongside Macpherson’s (1962) tradition of political philosophy are common judgements of the economic approach to be held as the antithesis of what Beckert (2004) refers to the “social embeddedness of human action”.
 According to our view, to be sure, doubts must be raised whether these stereotypes qualify economic liberalism. It can not be taken for granted that the liberal conception of society downgrades the importance of societal ties or that it neglects the necessity of evaluating social outcomes according to commonly shared values. But liberals would stress that these social ties should be self-chosen instead of being imposed on individuals. Normative methodological individualism addresses individual well-being but this does not imply the denial of social ties or commonly shared values with respect to market outcomes. Hence, normative methodological individualism is open for interpretation concerning the inclusion of norms and still must be seen as a candidate for an overlapping consensus. However, what matters is the reception of economic liberalism in society. If economic liberalism claims to generate guiding principles for the political order which revise the extant rules, it ought to appreciate also preferences of those individuals who embrace social evaluations of market outcomes. At least economic liberalism should argue to what extent these social evaluations are considered, of course possibly in a different way. 

3. The“legitimation approach” in economic liberalism 

After the extension of the welfare state in the post-war era, the side effects of transfers, subsidisation and social securities have more and more interfered with the economy and have turned out to endanger the welfare prospects in the future, something which had not been anticipated when societies established welfare states. Hence a need for a revision, that is a liberalisation of economic policy, could hardly been overlooked although governments have delayed such revisions as long as possible, depending on the extent of economic crisis in the respective economy. In this sense a general reorientation of economic policy towards liberalism has been provoked from experience with welfare state policies. The renewal of economic liberalism was highly influenced by this empirical record and pointed to a turn around of economic policy in order to cope with the negative side effects of a fully-fledged welfare state. Since the political system of democracy was deemed unable to effect reforms of in-period politics, only new binding rules at the constitutional level have been regarded as a remedy for the economic disease in welfare states. The discovery of the constitution for the outcome of economic policy doubtlessly expands on our positive theory of economic policy; recently, Persson/Tabellini (2000) have commenced a systematic empirical investigation of the impact of constitutions on economic policy, which has hitherto been widely disregarded. However, the Buchananian and Hayekian approach goes beyond the instrumental understanding of economic constitution: what they call into question is the legitimacy of current democracies from a normative point of view. 

In a general sense, recent approaches to economic liberalism object to democratic economic policy because its outcomes fail to serve the interests of the individuals. Taking methodological individualism as a normative reference, deficient economic policy is not only criticised because of policy failures but also qualified as illegitimate. A typical approach to economic liberalism argues thus: Since individuals prefer policy outcomes which make them better off, and given that economic theory holds liberal economic policy to lead to these outcomes, individuals would also embrace such policy. The argument, however, does not entertain the possibility that individuals hold preferences for non-liberal policies, whether or not in cognisance of their outcomes. 

The “legitimation approaches” in economic liberalism accord with this general conclusion but argue differently. For instance, economic liberalism based on social contract theory claims that policies must be based on mutual agreement if they are to be legitimate (Brennan/Buchanan, 1985, Buchanan, 1975). Buchanan interprets economic policy in democracy as some kind of “forced contract”: citizens exchange policy outcomes (public goods, redistributional outcomes) for tax payments without having assented to policies. Only by chance would citizens have agreed to the terms of governmental coercion, for which reason Buchanan enquires into the legitimacy of the “productive state” (by which he means a state which goes beyond the protection of civil rights). Since the requirement of mutual agreement is too demanding in the case of collective decision making, contractarians claim that economic policy must be committed to constitutional rules. These rules prescribe specific kinds or general characteristics of policies and thus narrow the leeway for policy making. For instance, preferential treatments for groups or budget deficits could be constitutionally prohibited. A constitution should consist of those rules to which all consent and only then may particular policies be undertaken. Majority rule rather than consent then suffices to legitimate policy in democracy. 

Contractararians are convinced that rules for policy making would lead to liberal economic policy. Furthermore, they think that a self-restriction for policy making through constitutional rules would find acceptance in society. Put differently, citizens largely disagree with current economic policy in democracy because of majority rule which fails to set limits for the scope and extent of government activity. It is reasonable for citizens to revise their constitution in a way which reduces governmental activity because the disadvantage of current policies is obvious. In this way, agreement to liberal economic policy emanates from the interests of citizens whereas rejection of non-liberal policy can be taken for granted. Contractarians ignore the possibility that non-liberal economic policy by and large accords with what citizens empirically prefer.

Hayek takes a different approach to economic liberalism but also concentrates on the illegitimacy of economic policy in democracy. Taking liberty as normative reference, Hayek asks which kind of policy liberty requires. He identifies a few characteristics of rules and compares these characteristics with legislation in democracy. One central argument is that rules which protect liberty must be just; however, market action under just rules normally leads to inequality in terms of income. Political measures which try to equalize these differences interfere with liberty and lead to a harmful process of intervention; in the end, society foregoes both well-being and liberty. Welfare state policies are illegitimate because they violate principles which protect liberty, that is, they discriminate among citizens in order to achieve more equality of income. Hayek’s arguments for a liberal order are completely different from Buchanan’s. He entertains the idea of superimposing a liberal order in a less than democratic way, but he arrives at a similar conclusion: citizens would agree to “just rules” and accept a liberal order. Likewise, they would agree with a constitution which limits the competence of parliaments and rules out welfare state policies (besides basic transfers to persons in need). He also assumes that current democracy distort citizens’ preferences. Once a liberal order becomes established, individuals would consent to this order and abstain from advocating policies which undermine liberty. The analysis of the conflict between a liberal market order and democracy concentrates on prevailing constitutions which fail to restrict policy making; the preferences of citizens, however, are not considered as a cause of this conflict. 

The individualistic ethos of economic liberalism, to be sure, is beyond doubt and must be defended against critics, particularly outside from economics, who object to economic liberalism because it is supposedly at odds with human well-being. That is, markets are suspected of playing a major role in economic thinking for apologetic reasons alone, which means that economic liberals praise markets by attaching to them an intrinsic value.
 From my point of view, such objections fail: despite occasional suggestions of an anthropomorphistic interpretation of markets, economic liberals judge markets solely in terms of their ability to serve individuals’ well-being. 

Nevertheless, the mere fact that economic liberalism must defend its basic concepts such as rules and markets against critics indicates that it does not necessarily link to persuasions and preferences which people actually have. One cannot deny the existence of a “mentality” (Brennan/Buchanan) which is hostile to economic liberalism. Apparently, it is not a matter of fact that members of society believe that liberal economic policy will serve their interests best. Rather, it is demanding to presume that theoretical and empirical evidence on the benefits of liberal economic policy translates into citizens’ convictions; for economic liberalism competes with alternative constitutional conceptions and worldviews. Even if economic liberalism can theoretically “prove” that current policies will impair their well-being, this insight might leave actual political preferences largely untouched. Liberal thinkers such as Buchanan, Nozick or Hayek nonetheless plead for liberal politics as if individuals were on their side; they call the legitimisation of interventionist politics into question, whether or not their own concept of liberal economic policy will gain support from those who are designed to benefit from it. But let us mention that in the past 20 years many European governments (e.g. in the Netherlands, France, Germany or Italy) have experienced substantial opposition and mass demonstrations demanding the maintenance of non-liberal economic policy, the welfare state in particular. Not only have these demonstrations been supported by interest groups but also by numerous individuals (including intellectuals) who do not in sum profit from the welfare state but contribute more than they receive. One can envisage the strength of opposition outside parliaments if governments had pursued liberal conceptions of economic policy more intensively. The fact that masses of individuals have opposed even mild reductions of welfare state activities challenges a conception which attempts to debunk welfare state policies as being illegitimate from an individualistic perspective.
 

4. Learning liberalism: a plea for a reorientation 
I think that it is misleading to entertain the idea that individuals “virtually” hold liberal ideas concerning economic policy and that properly redesigned political institutions would reveal these allegedly “true” preferences. Hayek and Buchanan are representative for the idea that a society only has to step aside from its current political order and to make a once-and-for-all commitment towards a liberal constitution. Instead I take proposals to extend the welfare state as well as opposition to liberal reforms in many advanced capitalist countries as a point of departure for theoretical questions: why do citizens object to policies which make them better off? 

Hence, in accordance with the prevailing political culture in Europe, and with modification also in the US, I hold that the vast majority in Western economies has supported the idea of the welfare state. At least for a long time, general support for the welfare state has been part of political preferences of most citizens 
. Let us call this the “active role of the state”, taking into account that the concrete moulding of the welfare state differs between countries, as it undergoes changes in time. Among others, the following aspects belong to the building blocks of this preference for interventionism: a social security system, publicly financed transfers including transfers for persons in need, industrial policy, e.g. innovation policy but also subsidisation for emerging industry or even old industry, a progressive tax rate, consumer safety policy, gender policy and “pro-active” environmental policy according to the precautionary principle. An official endorsement of this political thinking can be found in the Treaty of the European Union which lays down targets of activities for the European Union in one of its main clauses.
 

However, commitment to the welfare state does not mean that society will pursue interventionist policies without taking its long term consequences into consideration. Economic reforms which reduce intervention in markets and enhance competition are a matter of fact, but they occur in different ways than liberal thinkers assume. From the viewpoint of economic liberalism, the most striking experience is that in the past 25 years democratic societies have reacted on inflation and economic stagnation and changed economic policy towards more liberal policies. Surprisingly this policy change has been accomplished without any revision of the constitution, that is a change of the incentive structure for policy-makers to harmonise politicians’ self-interest with public interest (in the above-stated liberal meaning). Particularly countries with strong orientations towards the welfare states have successfully revised their course of action. The most striking example represents the U.K. which has changed from an interventionist welfare state to a growth oriented economy. Later on, classical welfare states of the Scandinavian type such as Sweden, the Netherlands, Finland, Austria but also Italy followed. A recent example is represented by Germany, which has delayed reforms in the aftermath of the German reunification but recently has launched substantial reforms of the welfare state.
 The Economic Freedom Index of the Fraser Institute records an increase of economic freedom for these countries during the past 25 years; it comprises different indicators such as size of the government, access to sound money, freedom to trade internationally and regulations of the business sector (the highest possible score is 10). 

Index of Economic Freedom (Fraser Institute)*

	Countries/Year
	1980
	1985
	1990
	1995
	2000

	Estonia
	
	
	
	5,6
	7,1

	Norway
	5,7
	6,1
	6,7
	7,5
	7,2

	Iceland
	5,1
	5,3
	6,6
	7,4
	7,7

	Denmark
	5,9
	6,1
	6,7
	7,5
	7,7

	Canada
	7,2
	7,2
	7,5
	7,8
	8,1

	United Kingdom
	6,2
	7
	7,3
	8,1
	8,2

	Sweden
	5,7
	6,2
	6,5
	7,2
	7,4

	United States
	7,5
	7,7
	7,9
	8,3
	8,6

	Germany
	7,0
	7,0
	7,2
	7,5
	7,6

	Netherlands
	6,9
	7,1
	7,3
	7,8
	8,0

	Italy
	5,4
	5,7
	6,5
	6,5
	7,1

	Ireland
	6,2
	6,3
	6,7
	8,2
	8,1

	Greece
	5,7
	5,2
	5,8
	6,2
	6,9

	France
	5,8
	5,9
	6,7
	6,8
	7

	Finland
	6,4
	6,5
	6,7
	7,6
	7,7

	Austria
	6,4
	6,4
	6,8
	7
	7,5

	Spain
	5,8
	5,9
	6,2
	7
	7,4


*) 10 is the highest possible score; zero the lowest.
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Admittedly, often the extent of policy changes have fallen short of its “objective” requirements, as they have been susceptible to relapses. But if we follow Hayek’s commonly shared prediction of the course of economic policy, even modest revisions of the welfare stated would have been inconceivable:

It is at least conceivable, though unlikely, that an autocratic government will exercise self-restraint; but an omnipotent democratic government simply cannot do so. If its powers are not limited, it simply cannot confine itself to serving the agreed views of the majority of the electorate. It will be forced to bring together and keep together a majority by satisfying the demands of a multitude of special interests, each of which will consent to the special benefits granted to other groups only at the price of their own special interests being equally considered. (Hayek, 1982/1993, Vol. III, 99).
It is in contrast to this statement that some of these countries, sometimes even when socialdemocratic parties were in power, have launched policy-revisions against the resistance of its main supporting interest groups, namely against the trade unions. Severe political conflicts notwithstanding, such policy-revisions have become stable after their establishment. For instance, even the labour party in the U.K. did not change the revision of economic policy realised by the Conservatives when Labour regained political power. These astonishing changes have been in sharp contrast to former political programmes or ideologies and often have lead the incumbent parties into internal pull test (e.g. see Sweden, Germany or the Netherlands). Common items of these policy-reforms have been the reduction of welfare grants for unemployed persons and even persons in need, the substantial reduction of progressive tax rates, tax benefits for enterprises, occasionally the reduction of pensions and the privatisation of state-owned industries such as telecommunication, electricity, gas. As these courses of political action have substantially reversed earlier political programmes of the incumbent parties, the latter were in need to “explain” policy changes to their own clients and voters. The conflicts of these radical policy turn-arounds notwithstanding, politicians could make the experience that it is not impossible to become re-elected in the following and that they could dare to canvass support for politics which economic liberals would have deemed to be alien to democracy. Not least should we add that all democratic societies have overcome the economic problem of inflation which has attracted so much attention in the seventies and has been seen as the inevitable evil of democratic economic policy. While in the early post-war period only some few countries (namely the US and Germany) did afford an independent central bank, this concept has been adopted by almost every government in the Western world and has undergone widespread institutionalisation. Such impressions can at least be taken as an indicator that incumbent policy-makers have experienced something new: in some cases the pursuit of liberal politics can serve their own interests, while the opposite, that is the continuation of interventionism might endanger re-election. From the viewpoint of constitutional economics, these changes in politics are worth noting because in all cases incumbent politicians themselves have instigated the reforms. Never did we experience a “constitutional revolution” (Brennan/Buchanan (1985, 194) in which the people has directly superimposed its will to the incumbent policy-makers by changing the rules of politics. It is obviously not true, as liberals assume, that current societies will self-destruct unless they revise their constitution, as Brennan/Buchanan (1986, 166) argue.
 One should not overestimate the capability of democracy to instigate a policy turn around, but if it occurs at all, it does so as a result of learning from experience with non-liberal policies. 

But if one looks at economic reforms in European countries, policy reforms have not turned citizens to liberals. Rather, the proclivity for interventionism prevails and shifts to new kinds of regulations which continue the spirit of interventionism. Several cases of environmental policy, gender policy, or consumer safety policy represent up-dates of interventionism, that is interest group politics which continue re-distribution policies in new fields but escape public criticism because they accord, at least for a while, to convictions of what society should pursue.
 Similar to former versions of interventionism, its newer representations can be read as repetitions of what democracy (without proper constitutional bounds) defies to understand from the economic perspective, namely that the public interference private decision making challenges the welfare prospects of market society. From this perspective, the accumulation of public targets is still going on and confirms what liberal critiques of democratic economic policy have held. 

Hence, what can be observed in democracy is both: a propensity to stick to interventionism and even to enlarge the scope and extent of governmental activity, but also the - often slow - readiness to change economic policy when the social costs of interventionism have become substantial. If this view is correct, it suggests a revision of perspective on economic liberalism: rather than expressing a conception of politics which citizens “virtually” prefer, it represents a learning project for society. Experiencing the long term outcomes of interventionism, citizens start to learn that a change of political preferences serves their interests better than excessive intervention in markets. The social costs of interventionism provide for the incentive to reconsider economic policy which stimulates economic growth. This type of policy change can be described as liberalisation without implementing a blue-print for liberal politics, whether it is understood as a minimal state or as the introduction of new constitutional rules governing the outcome of economic policy (Brennan/Buchanan 1985). Citizens may continue to prefer welfare state or regulatory state activities, but these preferences are rivalled by those for policies which stimulate economic growth. In this sense, the idea of liberal economic policy itself becomes an open concept.
 
5. Plan of the book

It has become conventional to argue that (constitutionally) unbound democracy prevents citizens from putting their “virtual” preferences into practice. Without neglecting that political institutions namely in representative democracy can be improved in this regard, I argue that this view is at least one-sided; it skates over other causes which contribute to the interference of democracy with markets. Starting from the presumption that liberal economic policy effectively makes for higher well-being in society, liberals should shift their attention to the question why actual political preferences might imply otherwise. Without ignoring the influence of groups or self-interested politicians on policy making, obstacles exist which prevent citizens from forming preferences for economic liberalism: these obstacles require deeper explanation and help to explain the prevailing preferences for interventionist policies in welfare states. The following chapters are devoted to this question. 

From a liberal perspective, it may be troublesome to pose the working hypothesis that citizens can fail to specify their own preferences in politics. However, I show that such misspecification can occur even when citizens have an intrinsic motivation to gather information about policy options; this kind of political failure must therefore be distinguished from rational ignorance concerning voting. Even agreement in politics – which is the central idea of social contract theory - cannot forestall political failure, so my thesis. 

I develop my arguments by referring to a liberal view on the emergence of welfare. For reasons which are given later, I consider Hayek’s basic idea behind the conception of spontaneous order as most relevant. A theory which follows this idea views markets as non-teleological and differs from Walrasian market theory in important aspects: unlike equilibrium theory, the evolutionary approach conceptualises freedom as a resource which furthers economic welfare; furthermore, it stresses that maximum economic welfare cannot be identified from the viewpoint of a theoretical observer; instead, it highlights the experimental nature of economic allocation in an evolving economy. In chapter 2 I restate this evolutionary branch of economic liberalism with particular emphasis on the preliminariness of resource allocation in markets; it sets economic liberalism apart from a “Panglossian” world view according to which we live in the best of all possible worlds, that is in a Pareto-optimum. I demonstrate that allocational “insufficiencies” are necessary for market evolution insofar as they invite entrepreneurship including innovative activity, whether or not this activity actually occurs. However, in the public forum these insufficiencies are not protected against a negligent – that is theoretically uninformed - interpretation of market failure; the latter prompts the thought that only political action can achieve better allocational outcomes. 
Unlike proponents of evolutionary market theory such as Hayek, I desist from normative conclusions which seek to identify “proper” tasks of policies. Instead, I explore the consequences for the notion of political preferences presumed that citizens do not commit themselves to liberal economic policy in substantive terms, which seems to be the more realistic presumption. The market order constrains political preferences in a way which citizens are likely to overlook. I demonstrate that evolutionary market theory has an advantage over Walrasian theory in analysing this phenomenon; the evolutionary perspective brings to light that preferences concerning politics differ from preferences of the household in important aspects, which has consequences for the conclusiveness of procedural liberalism. Unlike private preferences for consumption or labour/leisure-decisions, preferences concerning politics face a particular type of epistemic uncertainty which evolutionary market theory can describe (see chapter 3). It suggests that citizens lack knowledge about feasible policy options, for which reason citizens depend on theories; its purpose is to inform people which sort of social states can principally be chosen on the level of politics. I show that the interference of democracy with markets can be analysed from this angle, which expands on the conventional notion of political failure. As I analyse in chapter 4, epistemic uncertainty has a further consequence: it impinges on the determination of opportunity costs concerning policies; these costs are likely to be underestimated, which again does not result from “rational ignorance” but represents a natural phenomenon when policies interfere with market evolution.  

Economic liberalism which is based on evolutionary market theory can analyse this type of political failure largely overlooked by Walrasian theory. In the final chapter I deal with the consequences of these findings with respect to the idea of liberalism. The complication emanates from the possibility that citizens themselves cause political failure, for which reason the set of political preferences requires critical appraisal. Liberalism would then demand that citizens review their political preferences. However, by its very conception liberalism tries to avoid any critical appraisal of preferences because it holds individuals to be competent to adjudicate for themselves in matters of preference.

In order to avoid “liberal” paternalism, which is a contradiction in terms, I suggest a different approach to economic liberalism. By definition, economic liberalism cannot prescribe policies with which citizens disagree ex ante, even if such policy prescriptions are likely to lead to outcomes which citizens would embrace ex post. Citizens’ dissatisfaction with policy outcomes does not justify overriding individual preferences. Nevertheless, dissatisfaction gives an incentive to enquire into the analysis of policy improvement. It is in line with basic norms of liberalism to present itself as a foil against which the poor record of (non-liberal) economic policy can be interpreted. Liberalism thus plays a role when citizens review their political preferences in view of the result of former policies. Rather than defining the scope and extent of state activities “from above”, liberalism manifests itself as a learning project for society.

Recently, Knight (2001) has joined to the emphasis on learning politics without linking to liberalism. His concern is the proper scope of government. Knight proceeds on the avenue of pragmatism and reinforces Dewey’s advocation of experimenting with politics, but he rejects any preconception of politics in advance.

In concrete fact, in actual and concrete organization and structure, there is no form of state which can be said to be the best: not at least till history is ended, and one can survey all its varied form. (Dewey, 1954, 33; quoted by Knight, 2001, 31). 

Knight raises this argument against Hayek and Posner who hold more definite positions about ideal liberal politics; in fact he deems the pragmatist approach to be well-suited for dealing with societal preconditions or cultures which do not lend itself to re-design from scratch.

The bottom line, of course, is that the task of deciding exactly how the roles of government are to be realized is, for a pragmatist, context-specific and a subject for ongoing experimentation. As Dewey (1954, 33 f) reminds us, the act of establishing “is still experimental. And since conditions of action and of inquiry and knowledge are always changing, the experiment must always be retried; the State must always be rediscovered” (Knight, 2001, 47). 

This statement raises the question of whether liberal concepts would play a role at all if politics is left to experimentation. Besides, it is well-known that Hayek has no truck with this pragmatist perspective on politics which he would regard rather to be the disease than the remedy for ongoing economic politics.
 This implicit rejection accords with Knight’s own position which is indeed aligned to an active role of the state, in particular if power and domination is involved; Knight invokes these ubiquitous market (more general: social) phenomena to advocate state intervention, which prompts the thought that the emphasis of political learning by nature departs from liberal politics. It suggests itself that experimenting and learning in the realm of politics will be blind and accident, leaving the final result indeterminate. From such a perspective it is pending whether politics will improve or adapt some liberal approach. Dewey himself responds to such an objection:

The trial process may go on with diverse degrees of blindness and accident, and at the cost of unregulated procedures of cut and try, of fumbling and groping, without insight into what mean are after or clear knowledge of a good state even when it is achieved. Or it may proceed more intelligently, because guided by knowledge of the conditions which must be fulfilled. But it is still experimental. (Dewey, 1954, 33; quotation of Knight, 2001, 31)

In the realm of economic policy many reasons could impede a gradual improvement as a result of political learning if it is not “guided by knowledge of the conditions which must be fulfilled” (ibid.). Erroneous politics can profit from lucky circumstances which misguide policy-makers into wrong directions until these circumstances cease to prevail. (Recent economic history in Europe offers an example; post-keynesian politics in France combined with a reduction of working hours has been seen to outperform more liberal answers to unemployment and economic stagnation. After the external conditions for the French economy have changed, the costs of former politics became effective and revealed former policy errors.) Learning without any guidance by a theoretical concept seems arduous, which does not deny the experimental character of learning in Dewey’s sense. 

In this sense I see the contribution of liberalism in the offering of a theoretical framework which alleviates drawing conclusions from the outcomes of politics. Economic liberalism conceptualises how welfare emerges in society. The political process, on the other hand, intervenes into market processes according to political goals. Even if we refrain from disqualifying these goals from a “higher” normative perspective which would call the legitimacy of in-period politics into question, the liberal understanding of market process  allows the identification of interferences through politics into markets. In this perspective, I propose to conceptualise economic liberalism as method of description: what is to be described is how politics potentially overtaxes itself by ignoring the process from which welfare emerges from markets. From such an understanding political learning can loom ahead. But is beyond the scope of economic liberalism to single out one “efficient” kind of economic policy, notwithstanding that economic liberalism gives reasons for the limited role of government in the market society. In that way economic liberalism advances learning, whether or not policy makers and society are willing to review their political preferences.

In sum, I suggest we regard economic liberalism much more as kind of view than a prescription of what policy should undertake or what rules should guide policy makers. The kind of view, in turn, pertains to the process of how welfare emerges in society and puts emphasis on liberty as an economic resource. Later on I will give reasons for the hypothesis that the welfare emerging process in markets demands an evolutionary perspective rather than an equilibrium approach. In particular, the evolutionary approach focus on experimenting and learning in the allocation process but goes distant from the idea that markets maximise welfare as to well-known ends. The notion of welfare itself accords with normative methodological individualism and in so far entails norms, while the process which engenders welfare is to be reflected by a positive theory. I concentrate on these basic ideas of economic liberalism. 

In so doing I abandon the legitimation approach of economic liberalism which attempts to single out legitimate politics or political procedures as a point of departure. I do not call into question that good reasons can be given for the Buchananian or Hayekian attempts on this concern, but point to the problem that a liberal conception cannot override empirical preferences. I have doubts whether their opinion about the proper role of the state can find consent in societies which have committed themselves to an active role of the state, notwithstanding recent policy revisions. Considering the fact that modern welfare states have seen mass demonstrations against austerity politics but never against the welfare state, I think that according constitutional reforms aiming at a limited role of the state lack a short-term perspective to become part of the overlapping consent. This however, has consequences for the conclusiveness of liberal arguments. If a democratic society for a longer period does make a move either to revise costly policies or to change the constitutional rules for policy making, it becomes difficult to call the legitimacy of these policies into question. 

In the following chapters I defend a revised concept of economic liberalism which can remedy the potential conflict between economic and political liberalism. It acknowledges that societies of many democracies do prefer some version of the welfare state. At the same time, these societies tend to ignore the consequences of their preferences for well-being. But when members of society ignore the role of economic liberty for welfare, they cannot escape an ongoing conflict between the political and the private sphere, which endangers their welfare prospects. Economic liberalism provides a theoretical basis to read the nature of this conflict. In this sense, it transforms into an ideology critique (Ideologiekritik) addressing to citizens’ preferences instead of stating itself as an ideology.
� ) Also Nozick’s theory which is more radical than Buchanan as well as Hayek represents a political theory insofar as he argues that only the minimal state is justifiable. Unlike Buchanan and Hayek, Nozick did not turn his political theory into a constitutional proposal which could set his conception of the legitimate state into practice. In this regard Nozick is much more interested in “playing” with theoretical ideas than in the design of a political order.


� ) The term „public interest“ in the economic sense is aligned to normative methodological individualism and does not abstract from individual welfare; Buchanan makes use of this term in the sense of an abbreviation for an (non-classical) utilitarian concept of welfare. 


� ) Differences concerning social justice between Rawls and representatives of economic liberalism are conceded, but they are meaningless insofar as the building blocks of a liberal society are to be explored. 


� ) Conservatives cherished retired people as well as family while socialdemocratics favoured workers, but whenever a change of government did occur, the incumbent party did respect the benefits given to the clients of the other party.


� ) Rawls deems stability to reveal whether political conceptions represent the overlapping consensus: „Each view supports the political conception for its own sake, or on its own merits. The test for this is whether the consensus is stable with respect to changes in the distribution of power among views. This feature of stability highlights a basic contrast between an overlapping consensus and a modus vivendi, the stability of which does depend on happenstance and a balance of relative forces” (Rawls, 1993, 148). 


� ) see Zintl’s (1983) characterisation of Hayek’s theory as „liberal paternalism“; we will argue, however, that a re-interpretation of the theory of spontaneous order is possible which avoids such difficulty.


� ) At least should economic liberalism relate to these actual political preferences without giving up its central message concerning the improvement of economic policy. I will turn to this issue later.


� ) Nor does Rawls deem communitarian values to be part of the overlapping consensus.


� ) see Macpherson () for this strand of thought; recently, Granovetter (2005) refers to the term of social embeddednes.


� ) Namely the anti-globalisation-industry in the past ten years accuses “neo-liberal” economists for their hypostazition of markets and the neglection of individuals’ interest. 


� ) Recent mass  demonstrations in France against more liberal dismissal rules are a case in point. The French sociologist Alain Touraine interprets these protests as protests against the market order at all and questions the rationality of the claims; see Touraine’s interview in Frankfurter Allgemeine Zeitung from 28th March, 2006). 


� ) I use the terms “welfare state” and interventionism synonymously.


� Article 3 mentions 21 targets of the European Union among which at least 11 are targets of interventionism which go beyond the establishment of a Common Market in Europe (see europa.eu.int/eur-lex/lex/en/treaties/dat/12002E/pdf/12002E_EN.pdf) 


The European Union has enlarged its goals alongside its integration process. The more the European Union has become a political entity, the more it has included welfare state activities in addition to the requirements of the common market. This development has provoked much critique not only from economic liberals but also from political theorists who raise doubts against the political legitimisation of the EU. Particularly the Maastricht Treaty has turned the former EU treaty of Rome into a much more interventionist programme which is at variance with the original treaty of Rome; since the latter is still valid, a conflict has come up which currently awaits its political decision; for a critical discussion see Streit/Mussler (1995).





� ) In the beginning policy-makers chose the strategy to cushion the complete break down of the East-German economy by extensive usage of the welfare state. But soon it became obvious that this institutional transfer to East Germany would overtax the West-German economy; hence, reforms became unavoidable even though political coalitions comprising conservatives as well as unions in West-Germany opposed to it as long as possible. 


� ) We must come to agree that democratic societies, as they now operate, will self-destruct, perhaps slowly but nonetheless surely, unless the rules of the political game are changed (Brennan/Buchanan, 1985, 166).





� ) The wide-spread early support of public policy was also a feature of the old type of welfare politics in the beginning.


� ) This should not be misunderstood as a „third way“-concept as favoured by Giddens (1998) and others.


� ) In his Constitution of liberty Hayek has quoted Dewey only once and criticised him.





