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Foreword

he post-war welfarestate began asaway of helping theyoung. It

isnow — unintentionally but al too effectively — 'devouring its

own young'. In New Zealand, government policy will make
couples born in the 1920s and 1930s better off than couples of their
children's generation — the baby-boomers— by nolessthan 18 years
of averagepay. And young couplesstartingafamilytoday will be even
more heavily disadvantaged. These startling claims are the central
conclusionsd David Thomson's 1991 publication Selfish Generations?
The Ageing of New Zealand’s Welfare Sate. Dr Thomson has argued
these claims so thoroughly and thoughtfully as to have moved all
debate about the welfare state into a new phase.

No one can now reasonably deny that something like the story
Dr Thomson tellsistrue of New Zealand. We need to go on to see
just how trueitisof Australiaand other welfare states. Work of the
sort Dr Thomson has pioneered is urgently needed; my own
research (in The Family in the Welfare Sate) suggests to me that
Australia's experience of generational differences is likely to be
closely parallel to New Zealand's. We need equally to reflect on how
such a reversal of priorities, from 'youth state' to ‘elder state', could
have taken placelargely unnoticed by welfare analysts and ordinary
citizens. Dr Thomson's own thoughts on that question are pre-
sented in this CIS Occasional Paper, which is based on Chapter 6
of Selfish Generations.

Politica explanations are not likely to go very far here. The
turning point in the parabolic course of the welfare state was the mid-
1970s. In New Zealand, Robert Muldoon's Nationa Party first boosted
old-age pension expenditures, in Audrdiait was the very different
Labor government of Gough Whitlam which (a few years before
Muldoon) doubled age-pension expenditures. Poalitical complexion
seems to have had littleto do with it. Iif then we eschew explanations
involving deliberate manipul ation,we need some quite different kind of
gory to account for the generational reversal. Dr Thomson is right, |
believe, to condruct his own account around the ‘problem o the
common'. The'common'isametaphorfor any collectively-ownedjointly-
managed asset. The'problem’isthat participantsoften have better reason
to over-usethe asset for their own private ends than to see that the asset
iswell managedfor thelong-termgood o dl. In Dr Thomson'sview, the
‘welfare common is spectacularly ill-designed' in waysthat have guaran-
teed its downfall.
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The post-war higory o the wefare common raises perhaps three
matters requiring explanation. One is the gap between intention and
performance: the wdfare sate was designed to go in one direction, yet
it steered itsdf dong quite another course. A second issue is why this
change d directionwas not monitored and corrected. Why havewe had
towatuntil solatein theday to haveit showntousthat thevehicleisway
off course?The metaphor of thecommon seemsto capturethesed ements
d the problem. AsDr Thomson showsin thisstudy, the dynamicsd life
in alarge-scale common cannot be very wdl predicted or monitored, and
for that reason the common generates just the sort o insecurity it was
intended to overcome. Thethird issueisthis Why did the welfare Sate
favour the dderly? Or — to broaden the terms o the debate — did it
favour onty the ederly? Dr Thomson arguesthat the 'sdfish generation’
was able to profit so drikingly from the welfare state because, smply, it
had the numbersand theincentivesworkingin itsfavour. Children do not
vote; and themiddle-aged stand to gain morefrom policiesthat favour the
e derly than from those thet favour the young.

I am inclined to think that the elderly were not the only ‘winners
from the night battle on the common. My (Austrdian) work suggests
that couples who separate and divorce have also gained very signifi-
cantly in this period, and that two-parent families with children have
been the main losers. | may be wrong, or | may be only partly right.
Others, such as CharlesMurray, haveargued that, in the USat | east, the
welfare system has favoured an ‘underclass’ characterised by welfare
dependency, teenage sole parenthood, educational failure and high
levelsdf crime. Nether Murray's story nor mine can be explained in
thewaysin which Dr Thomson explainsthegenerational ageing o the
welfare state, though both can draw on the story o the common to
explain how welfare intentions come to be distorted.

To ass=ssthethird aspect d Thomson’s explanation isinevitably to
buy into awideranged issues. At thisstagein the debatewhat matters
most is not so much the conclusions we reach as the range of
considerationswe canfairly encompass. Dr Thomsonishimsdfsharply
dert to the wider implicationsd his centrd thesis, and his range, even
in this short paper, isimpressive.

If he is right, then the wefare state as it presently stands is a
paradisefor foolsonly. Whether it can be remadeinto aworkableand
livablesocia order is now anlurgent question. Itisatask we may not
evade, if we careabout theided sit once espoused or about the young
it once used to support.

Alan Tapper
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Chapter 1

The Isue

ak of thedecline and collapse of welfarestates has now become

commonplace, with inflated welfare spending, unbalanced

budgets, low investment, rising debt, moral decay, ideological
misguidedness and more dl being cited as culprits. Although as a
historian | sense a familiar fin de stécle mood of weariness and
introspection, and so am sceptical about some of these claims, my
own research confirmsto me that the ‘crisis of welfare' is real, and
that its origins and nature go beyond what most people yet contem-
plate. In this paper | outline briefly an unfamiliar history of the
welfarestatethat | have developed el sewhere (Thomson, 1989, 1991),
and ask why we have behaved in this self-destructive way.

TheWdfareContract

Thelate 20th-century welfarestate (I usethat term asabroad synonym
for the modern western industria state) involvesalarge-scale pooling
of risk and resources by persons of different generations, born in
different decades. This involves the individua in a magjor gamble,
which has until recently been hidden behind a pervasive rhetoric of
social security. Underwriting this gamble is a powerful if unspoken
contract, according to which individuals participate in a lifetime of
compulsory give and take, to the mutual benefit of al generations.
(‘Generation' here means a birth cohort, or dl the people bomn in a
certain period.)

At the heart of thiscontract between generationsare the notions of
continuity, consistency and reciprocity,or of each playing an equitable
part by moving through a predictableset of life-phasesadf contribution
and benefit. We might paraphrase it thus:

| happily make some of my surplus income available to others
today in the firm belief that, when | am in the same position as those
I am now helping, otherswill in turn make their surpluses available to
me, in comparable manner and amount. | am not simply handing over
my surplusincometo othersin need at thismoment, without expecting
that I will be treated similarly in time. My surplusison loan to others
born earlier or later, but not surrendered for ever.

The redlity, however, has been vastly different. In New Zealand
and Australia, asin every other modern state, the rulesdof give and take
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have instead been changed constantly, to the repeated advantage of
those born in some decades, and the lasting detriment of those bornin
others. Resources are not proving to be 'on loan', but are taken and
absorbed by some generationswithout return. New Zealand'swinners
are those born between about 1920 and 1945, with the children of the
1930s at their core: in Augrdiaand elsewhere the boundaries vary
dightly, but not greatly. Thelosersarethose born later, and thefurther
one's birth from 1930 the greater the lifetimelossislooking to be.

This generational inequity results from an unconscious ‘political
ageing' or 'ageing of thewelfarestate' asl have called it, to distinguish
it from the more familiar demographic ageing. The post-war welfare
stateswereintended, overwhelmingly and quite deliberately, tofavour
youth. They madefull employment of young adultsand the wellbeing
of familiestheir greatest priorities. Substantial family allowances, free
education and health services, low-rental housing, subsidised interest
rates and the like dl worked to this end.

So, too, did tax exemptions, industry policies, import and ex-
change controls, or infrastructureinvestments. The middle-aged and
elderly, by contrast, accepted the costs for the sake of growth: lost
consumer freedoms, low returns on savings, relatively high taxes, and
modest retirement pensions. Thus were the terms of the ongoing
generation contract established: major benefitsfrom the pool early in
life, heavy payments and modest drawings later.

AgengPriorities

But in the last 25 years, and at a gathering pace, the welfare statesfor
youth have been abandoned, and replaced by welfare states for the
ageing. Family allowances have withered, and housing subsidiesfor
the young have gone, as havetheirformer tax protections. Inthe same
period eigibility for retirement pensions has eased, and the value of
pensions has risen sharply relativeto costs and theincomes of others.
Wider macroeconomic changes worked to the same end: older
consumers and investors now enjoy maximal, deregulated savings
returns and import freedoms, while the earnings and job security of
younger persons stal and disappear. Rising public debt, lower long-
term investment and poor maintenance o infrastructuredl add to a
shifting of costs o current lifestylesinto the future, and so to lower
lifetimeincomes for the later-born.

There may well have been good reasonsfor each of these changes
taken alone, and | am by no meansthefirstto observethisshifttowards
the interests of the middle-aged and elderly. Nor am | concerned to



argue which policies were right or wrong, or whether a welfare state
for youth is more desirableor appropriate than one for the aged. My
pointismore basic: such switchesattack the possibility of acontinuing
contract between generations, of amutual giveand take of lasting and
defensiblepurpose and value. For the combined changeshavecreated
afirst and only ‘welfare generation’: the young adults of the welfare
state for youth, who became once again in the 1970s and 1980s the
prime beneficiaries of the revamped welfare state for the ageing.

Nor should we think the impacts small. In New Zealand, for
instance, a typical couple (the 'Earlies), born in 1930 and having
median income and habits throughout life, will pay lifetime income
taxes equivalent to perhaps six yearsaf their earnings, taking inflation
and general economicgrowth effectsintoaccount. Theirindirecttaxes
are harder to assess, but would add afew years moreto their lifetime
taly. But their returnsfrom the pooal, in the sense of what it has cost
thestate to providethem with cash benefitsand the servicesthey share
with others, will equal at least 37 yearsd their grossearnings. In other
words, asaresult of state action, their real incomeswere about double
their gross earnings.

An identical couple (the 'Laes), born around 1955, fare very
differently. They are due to pay income taxes equivalent to at least 15
yearsof the male partner'sgross earnings, and substantially more than
did their predecessors through the expanded indirect taxes and user
charges. Their returns, projected like their income taxes as if the
welfarestate of 1991 will persist indefinitely, will be perhaps 25 years
o income at a most generous estimate.

Of course, demographic redlities, debt and under-investment al
make this level of return highly unlikely, as the government keeps
insisting. | suspect that substantially higher contributionsand some-
thing less than 20 yearsincome-equivalentin return is more probable,
The Lates, as a result, will in all probability have substantially lower
relative and absolute lifetimeincomesthan did the Earlies, even if the
economy grows considerably in thefuture. Thisis partly because the
Earlies, with about 20 years o life ill ahead of them, can on present
policies be expected to go on picking up agood and perhaps rising
share of any overall growth into the 21st century, and partly because
S0 many costs, both obviousand hidden, are being stacked up against
the prospectiveincomesdf the Lates. Whether they will accept this, for
themselves and their children, even as they are required to go on
funding the very different welfare statefor the Earlies, will become a
dominant issue in the years ahead.
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Why BehaveThisWay?

My conclusion is that welfare states everywhere have been sdf-
destructing, and have been doing so for decades. Certain unvoiced
assumptions have underlain our enforced, collective exchanges be-
tween generations— beliefsin consistency, reciprocity, continuityand
restraint of demand, for instance, as well as faith that the later-born
would always be numerous, affluent, capable of bearing the demands
of predecessors, and imbued with an unquestioning faith in the
rightnessof itdl. Ye wehavenot been abletodeliver theseessentials,
or even recognised the need to striveto do so. The mid-20th-century
welfarestate has been unable to reproduceitsef, in human, economic
or cultura terms. Itisinanimportantsense ‘devouringitsown young'.
But why?

I cannot pretend to offer a comprehensive account at this early
stage. My explanation here emphasi ses various contributing factors,
dismisses a number o spurious ones, and outlines one possible
interpretation of what has been happening. | do not argue that a
conspiracy exigts to violate the welfare contract and defraud succes-
sors. Thereislittle to indicate a deliberate or knowing campaign to
exploitthelater-born: the reshapingal ong ageing paths has been more
subtle, more incremental, more accidental. No ready scapegoats are
paraded. Instead, | conclude that the failings go deeper, and that
solutionswill be especidly difficult tofind. Theinability to sustainand
replicate itsdf is inherent in the very nature of the modem welfare
state. Once set in motion, the pooling exchange between generations
has its own inner momentum towards dissolution, and it is not clear
how much control a society can exercise over this. Thedisintegration
of thewelfarestatefor thelater-born,| suggest, is alogical outcome of
its expansion in earlier decades. But beforel come to that, a number
of less plausible possihilitiesneed to be considered.



Chapter 2

Some Migaken Explanations

evera mistaken explanationsd the phenomenon can be dismissed

at the outset. One stressesthe centraity of party politics. Thisis

afavoured argument among many New Zealanders: it was Robert
Muldoon, keen towin the 1975 electionfor his Nationa Party, whofirst
played nakedly generational politics. The Labour government, el ected
in 1972, had introduced a complex, graduated contributory super-
annuation scheme, to be phased in over along period. Muldoon
proposed asimpler alternative, offering immediate benefits at no cost
tothemiddle-agedand elderly. Numerousstoriesare till told of how
the aged queued to vote that year as never before.

Party politics were undoubtedly a contributory factor in the
shaping and timing of the ageing shift, in New Zealand as elsewhere.
But as an explanation of the development, this overlooks at least two
things. First, the ageing of the welfare state began before 1975, has
been pursued by both National and Labour governments, and extends
far beyond old-age pension measures. Second, the processisinterna-
tional. Duringthelast quarter-centuryall welfarestateshave displayed
this ageing, under governments o conservative, centrist and socialist
hue alike. This cannot be explained by loca persondities or party
campaigns. something larger is at work.

Another explanation stressesthe ages of political leaders. But the
ageing o thewe farestate has occurred under governmentsof 40-year-
olds(New Zealand in the 1980s), the middle-aged (Margaret Thatcher's
Britain), and the elderly (Rondd Reagan's United States).

The claim that political ageingisa natural outcome of population
ageing, and istherefore to be expected, is also wrong, both factually
and in the assumptionaof simpleconnections between agesand voting
behaviour. Somefigures on the age composition of the New Zealand
electoratearegivenin Tablel, asan exampled avery general pattern,
and severa points should be noted. Oneisthat the age balance has
been remarkably steady during the last half-century. After the end of
World War 11 young adults (aged 20-39years) formed alittleunder haf
of the electorate, and this remained broadly true through to 1990. At
the other end of life, those over age 60 have for 50 yearsformed a
consistent 21-22 per cent of the voting-age population. In thelast 20
years the electorate has actually become dightly younger, and yet
priorities have shifted decidedly towards the aged.
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A further considerationisthat in the 1920s and 1930s, when New
Zealand and other nations turned to welfare statesfor youth, elector-
ates were ageing rapidly. Even so, this produced no demand to give
theelderly more or bigger shares, but rather thereverse. The belief that
politicswill reflect the ages of votersenjoyslittlesupport from history.

Tablel
Age distributionof adult population in New Zealand, 1901-2031.

Percentage of persons aged 20 or more who were
20-39yrs  40-59 yrs 60+ yrs All 20+ yrs

Year

1901 59 29 12 100
1911 60 28 12 100
1921 53 35 12 100
1926 50 37 13 100
1936 48 36 16 100
1945 44 35 21 100
1951 45 34 21 100
1961 43 36 21 100
1971 44 35 21 100
1981 47 31 22 100
1991 47 31 22 100
2001 42 36 22 100
2011 36 38 26 100
2021 35 35 30 100
2031 32 32 36 100

Sources: 1901-81 from populationcensuses. 1991-2031 from Department of Statis-
tics, Population, Labour Force and Household Projections, 1991-2031, (Wellington,
1991), Series 11. The choice of projection series is not particularly significant here.

This may not hold truein future. From about 1990 the electorate
will age swiftly, on ascalenot seen before, sothat by early next century
twoin every threevoterswill be elderly, or closer to retirement than to
early adult life. What politicd effect this will have is open to
speculation. Thewelfarestatefor the ageingwas created in the 1970s
and 1980s by an electoratethat wasgettingyounger: whether it can be
dismantled and returned to something more sustai nableby an elector-
ate that is ageing quickly remainsto be seen.

Economicsas Villain

Theargument that poor economic performancehasforced thischange
upon us must also be regjected. The New Zealand and Australian
economies may not have performed well in the last two decades, but
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thisdid not cause the witheringof theyouth-states. At least twofactors
argue against the economic explanation, The first is that, as youth
benefits have shrunk and penalties risen, we have also found the
resourcesto expand very rapidly the advantagesof theageing. In New
Zealand inthe 1950sand 1960s, for instance, around 4 per cent of GDP
went each year into state retirement pensions and health servicesfor
those aged over 60, alongside 10-12 per cent in cash benefits and
health, education and housing servicesfor those under 40. By thelater
1980s each portion amounted to 10-11 per cent of GDP, with much of
spending on the young now unemployment, broken family or illness
compensation. Thefractionsof the population in each age group had
not changed. Theissue seemed to be not so much alack of resources
as how we chose to spread them.

Second, international comparisons again do not support eco-
nomic accounts. New Zealand and Australia, with relatively poor
economic growth, youthful populationsand low welfare spending,
switched to aged priorities across a broad swathe of government
activity. So, too, did Germany and Japan, with their booming
economies;, most West European nations, with their much older
populations and electorates; and the Scandinavian countries, with
their more elaborate welfare spending. Growing economies may
for a time have more success in hiding the diverging long-run
fortunesof the earlier and the later-born, but the underlying realities
seem similar and ubiquitous.

A further change of unknown impact is the recent increased
‘globalisation’ of the world economy. According to one argument put
to me, nations have been forced by the speed and scale of modern
communicationsand economic transfersto deregulate, lower income-
tax rates, open their exchanges, remove import barriers and the like,
whatever they might wish to the contrary. The consequences may
havefallen unevenly upon the generations, but that wasincidental and
unavoidable, This argument has some force, but is inadequate on a
number of counts. Theeffectsdf globalisation have not been the same
everywhere. New Zealand, and Audrdiato alesser extent, may have
feltimpelled by international forcesto end exchange controlsor lessen
import restrictions, but others have not. Nor isit evident that nation-
states have been left without considerable internal autonomy and
room for discretion. The raising and lowering of spending upon old
and young argues against that: we cannot absolve ourselves of
responsibility so cozily.

Moreover, nations that were alert to and concerned for the health
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of their intergenerational exchanges might have been expected to
resist these supposed pressures, or to act where possible so as to
countermand the 'unavoidable' consequences of being locked ever
moretightly into aglobal exchange. They seem, without exception, to
have lacked such awareness or will.

The Sartup

Another economic explanation is sometimes known as the 'startup'
problem. When bringingin mgor social spending programsgovern-
ments face a choice. Their introduction can be phased over several
decades, so that those who have not made the appropriate lifetime
contributionsdo not receive undue benefits. Or the changes can be
swift, producing windfallsfor those too old to have alifetime of the
costs ahead of them. Almost every socia spending advance has been
o the latter nature, for obvious politica reasons.

But the effects are transitory, so the argument goes. After an
initial startup gift to some generations, the programswill mature, the
full costs will become apparent, and a steady state of higher,
matching benefits and contributions will evolve for subsequent
generations. What we have witnessed thusfar issimply thetransition
from startup to steady state. Those borninthe1920sand 1930swere
just lucky, aswinnersfrom an historicshift tonew levelsdf collective
action, which will settle down soon to the lasting good of dl
subsequent generations.

Thereislittlein redlity as opposed to theory to support this case.
The assumptionin the startup account is that a new plateau of benefit
has emerged, and that contributionsare risng to a matching level: the
startup phase will then be over. But instead the later-born have been
seeing the rapid disappearance o benefits for themselves and their
children, both now and for the projected future, even though their
contributions are not to fal and will have to rise. Startup has been
followed by meltdown rather than steady state.

TheConspiracy Theory

One moreinstant reactionismore difficult to assess. Upon hearingthis
analysis many respond that political ageing has been deliberate: a
conspiracy by thewelfare generation to exploit both predecessorsand
successorsdike. This1 aminclined to regject. The welfare state may
appear to operate as though its prime purpose has been to advance
those bornin the 1920s and 1930s, but | am not persuaded that thishas
been a consciousintention on the part of anyone.



Even so, there are some strengthsin the contrary view. A sense
that 'we are a special people' can be detected among members of the
welfaregeneration. Nationa Partyleadersin New Zealand inthe1970s
played upon it, at times speaking openly o 'our generation’, the
‘children of the depression’ who were owed favoured treatment,
including a better old age than that given by them to their parents.
Australians alusionsto 'the RSL generation’ suggest the samephenom-
enon, Therush df legidationand ‘restructuring' in recent years, which
has had the effect o narrowing the focus of the welfare state more
clearly to the immediate interests of those born before about 1945,
reinforces the sense that members o the welfare generation hold a
specia placein New Zealand history. So, too, do many reactions of
older personsto my study. Amongthe most common | meetare'we are
owed this becausedf thewar', or 'your analysismay be correct, but you
forget the depression’, or ‘don't overlook the rationing wefaced in the
1940s. They dl signd some awareness o generation, o a lifelong
identity and statusthat comesfrom having been bornina particular era.

Nor is it surprising that a sense of a special history should have
evolved, sincethewefarestatehasactedinfact tofosterit. But| doubt
its importance. For one thing, international comparisons suggest
something more complex. In Europethe devastation and privation of
war was much greater than in Audralasa or North America, and
members of several generations suffered together. Even so, those
societiesal so produced policiesthat age through timeto the mounting
advantage of certain cohorts. In other words, it does not seem
necessary to have a sense o 'the generation who suffered' to produce
generations of winnersand losers.

Moreover, the argument that a notion of unigueness hasled those
born in the 1920s and 1930s to carve out privilegesfor themselves
implies a grip upon power that they did not have, and an enlarged
greed for which there seems little good evidence. The welfare
generation has not commanded the political stage in the post-war
years, eitherin voter numbersor asmembersof government. And their
ingtincts for security and self-advantage seem normal rather than
extraordinary. What hasdtill to be explained, then,isa processof policy
ageing that lies beyond the consciousnessor control of generations.



Chapter 3
The Natureof the Pod

ch more significant, I believe, in explaining the 'ageing' of

elfarestatesisthe nature of our pooling arrangements, andthe

sychological states and communal dynamics that these have
encouraged. Prolonged, large-scale collective action, involving the
constant politica redistribution of major fractions of a society's re-
sources, isa complex and difficult-to-manageform of social organisa-
tion, with which human communities have had minimal prior
experience. In other words, the turnin priorities over timeis not the
result o outside forces — demographics, the world economy, new
ideas, shortages of resources — so much as of the evolvinginterplay
o the welfare state's own peculiar characterigtics.

Socid theorists have given little attention to these, largely, |
suspect, because of ideological unease for many with anything seem-
ing to question public welfareaction. A few on the political left have
written of how the systemsdf exchange have in time induced certain
groupsto repackage and presstheir claims— 'middle-classcapture' is
perhaps the best example of thisargument (e.g. Goodin & Le Grand,
1987). Others more to the palitical right have emphasised individual
rather than group reactions, stressing in particular the encouragement
toidleness or irresponsibility that must followfrom the particular ways
chosen to distribute assistance (e.g. Murray, 1984).

Adver :2Behavioural M odification

These latter arguments, ironically, may actualy have lessened the
attention given to the issue of how behavioursadapt, because o the
disapproving mora tone and the concentration upon the poor alone.
Theimplicationisthat itisonly they, rather than good citizenslike me,
who respond to the behavioura inducements placed in their way by
public programs. | challenge this, arguing that al, rich and poor or
young and old alike, are undergoing constantly what the psychologist
might cal adverse behavioural modification, and that this must be
confronted asit has not yet been. The result isthat few methods have
been devel oped for tracking accumulationsof experience, rather than
experiences at discrete moments. Nor have we good theories on how
people react, individualy or collectively and in the longer term, under
different formsaof socia organisation. Mog socia analysisgtill assumes
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asimplelife-cycle of behaviour, with dl personsin a society passing
through standard sets of life-stages, regardless of date of birth. The
senseisabsent that life-cycles might be unreal abstractions,or peculiar
to different historical generations, or less important than particular
experiences at key pointsin the lives of certain generations.

A number of 20th-century philosophers have considered such
questions as obligations to future generations, but they have been
concerned with hypothetical generations at an extreme remove from
oneanother (e.g. Parfitt, 1984; Rawls, 1971; Sikora & Barry,1978). The
ethics of intergenerational exchanges between actual persons alive at
the same time has been sadly neglected (but see Daniels, 1988; Laslett
& Fishkin, 1992; Wynne, 1980).

TheChain-letter

Economists have perhaps done most of all the socia scientistsin this
area(e.g. Hirschman, 1982; Olson, 1965). A number of their concepts
— moral hazard, utility, the discount rate, the free rider — deal with
issues central to any generational study. Yet their writings on these
remain marginal to their profession, are often abstract and forbidding
to the non-specidist, and have not entered the vocabulariesof many
social commentators.

One concept favoured by some mid-century economists— more
a picturesque analogy than atheoretical construct — did enjoy some
wider currency for atime. Thiswasthe notion of thechain-letter (see
Burbidge, 1987). Mog readers will be familiar with the chain-letter
from childhood: an initiator sets up an exchange by soliciting gifts
from others, and each of them in turnisto gain by drawing giftsfrom
an expanding group of |ater-comers. Secrecy isawaysinsisted upon:
no oneisto question the exchange, or whether dl are playing by the
same rules, or what profits the originators might be making. The
assumption among the childish and socialy unsophisticated is that,
so long as everyone plays their assigned part, the exchange can
continueindefinitely. But of course that never happens. Somerefuse
to play. A constant new supply of the gullible cannot be found.
Others try to draw in gifts for themselves, without passing on the
required number in turn. Suspicionsof cheating, bad faith or 'being
taken for aride' are the inevitable corrosives of the chain-letter.

The welfare state must struggle against similar corroding suspi-
cion, but it does so hampered by a specia difficulty. This is the
compulsory nature of the welfare state: chain-letters are voluntary
affairs, but the welfare state is not. The individual is not free to opt

11
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in or out. Thereisno chance to decide that the exchange isfoolish,
inefficient, risky or doomed. These reactions are not allowed to the
later-born in the welfare state.

Under these circumstances, how is the citizen likely to behave?
What is prudent or 'rational’ for one caught in a compulsory chain-
letter? Taxes are the mgor form of contribution, and the individual
cannot choose to withhold them. Tax evasion and minimisation are
options, and considerable effort goesinto these. Thisin turn encour-
ages further the suspicion that undermines the exchange: the tax
minimiser is not satisfied by success, but will come to suspect that
others are behaving smilarly or even more craftily sliding out of their
responsibilities.

Similar pressures erode the faith of the citizen-as-beneficiary. A
predictable response must be that if 1 have to take part in this
compulsory exchange, and cannot do much to control my level of
contribution, then at least | can and should secure a good share of the
benefits. Through it dl runs the fear of being a loser, a 'sucker’,
someone who is not quite up toit. Many features of the welfare state
remind citizens daily that they are locked into such an exchange.
Reports of tax fraud, the nil tax payments of some of our largest
corporations, or the boastsdof colleaguesastotheir clevernesswiththe
tax form al work to foster suspicion and insecurity. So does the
distribution of benefits— we dl have met someone who is ‘working
agood fiddle', and we know that having made modest claims earlier
in life givesno basisfor preferential treatment later.

The sharing of public services reinforces the unease. The sdf-
abuser whoweakens his body with tobacco or drink, who playsrough
sportsor drivesrecklesdy,isheld to haveastronger clamtothe health
resourcesof the community than isa more careful compatriot. Thisis
not the intention but is the outcome of giving priority to accidental or
acute cases ahead dof lingeringor chronic ones. theirresponsible are
alowed to the head of the queue.

The image of the chain-letter promised fruitful possibilities for
the socia theorist, and this was appreciated by a number of mid-
century, mainly American economists. Forty yearson their premoni-
tionslook disturbingly apt. Equally disquieting isthe way this earlier
line of sceptical enquiry was silenced from the 1960s, just when the
chain-letter qualities of the welfare states were becoming more
prominent.



Chapter 4
TheTragedy of theCo ns

till more potent istheanalogy of the common drawnfrom late20th-

century environmental studies and popularised so vividly in the

phrase of Garrett Hardin that | borrow for the chapter heading.
Hardin's (1968) paper on the difficulties of managing a sustainable
common attracted much attention, but was not of course the first
writingon the subject. Communitiesaround theworld have millennia
of practical experience of theissues, and writersfrom Aristotleon have
debated them.

Theclassccommonisa piece of land, often but not necessarily in
collectiverather than private ownership, the use of which is managed
jointly according to rules of communal sharing rather than of private
property. Both private and common land exist side by side — oneis
not simply an historical replacement for the other — and commons
issues extend to less tangible resources such as air or silence. The
modern welfare state, | suggest, should be seen as a peculiar form of
the common, in which large portions o all resourceshave been taken
out o private ownership and placedin an ill-defined collective pooal.

The common, as all appreciate, poses particular management
dilemmas. Healthy plants, erosion-freesoil or clean water arein both
the present and the long-term interests of everyone sharing the
common; but how isexploitation to beavoided, and thedesired goals
achieved? Studies suggest that a great variety of management strategies
have evolved, depending upon the nature o the resource shared, the
size of the community involved, culturd vaues and more besides
(Bromley, 1990; Haefele, 1974; Hardin & Baden, 1977; McCay &
Acheson, 1987; Ostrom, 1990). Nevertheless, a number of consistent,
core essentialsare also detected. What at once strikesthe social analyst
isthat the common that is the modem welfare state defiesmost of these
‘rules for sustainablegood health. In other words, thewelfarecommon
is spectacularly ill-designed, according to the models of successful
management, and these design faults deserve some attention.

Virtuein Blindness

A first weakness has been our unwillingnessto think and talk about the
critical understandings that must bind those who share the common.
Successful commons require openness, highly visible decisions, and
widespread awareness and acceptance o the rules of participation.



Thisis not the case with the welfare state. In particular, the implicit
contract between generations, upon which al else hinges, has been
ignored amost from the outset. No language of generational obliga-
tion evolved, and therhetoricof penalisingtherichtoaidthe poor was
awaysat hand to mask the lack of a more sober assessment of long-
term restraint and reciprocity. Thiswill not, | suspect, be the case in
the 1990sand beyond. The language of politicswill become increas-
ingly the language of age and generation, causing confusion and
distress because so unfamiliar after decades of neglect.

A reflection of our making blindnessinto a virtue, and a further
factor explaining why rapid political ageing has been possible, isthe
type of record we keep. Modern states maintain accounts of their
transactionsaof the moment, but seldom relatethese measures through
time. Therecordsdf each year remain discrete, sothat wedo not know
what experiencesindividualsor generations are amassing. The person
who is 60 at thismoment is treated as little but a person of 60: sheis
not someone with a history, arecord of six decadesof interactionwith
others. The reasonsfor thiswere understandable enough. Technically
the task was al but impossible before the era of computers. Civil
libertiesconcernswould al so abound if the statedid draw together such
dataonindividuals. But whateverthe judtifications, we now possessfew
means of ng how well states handle the trust placed in them by
successivegenerationsasthey contributeto thecommon pool. Success-
ful commons cannot operate under such determined opacity.

The belief that we must perform this pooling blindly extends
further. Thereisin modern societiesastronginsistenceupon members
not knowing what isgoing on. | am paying about NZ$15 000 a year
in income tax at the moment, and an unknown additional amount of
indirect tax. But | have no idea whether these are large or small
amounts. Do my taxes compare with the costsof the servicesl usethis
year? Will my taxes bear a close relationshipto my gains over time?
What taxes are others paying this year or next? Are they collecting
more benefitsthan | am? These are thingsno one is allowed to know.

Theinitia reasonsfor thiswerestrong. Thespectre of Big Brother
was thus diminished. Administrationwas made comparativelysimple.
And in muddlelay roomfor some redistribution from richer to poorer:
individuals who are being reminded daily of their own and one
another's mounting totalsof contributionand benefitare unlikelytogo
on pooling for long, or to tolerate persisting personal loss. Neverthe-
less, blindness does make for a particular, high-risk pooling, quite
unlike that of the classic small-community common.



A lack of leadership and vision has compounded these failings.
During the later 20th century western societies did not produce
political or intellectual leaderswho understood the nature of thelarge-
scale, long-termpooling of resourceand risk; or if they did, they could
not make their voices heard. Politicianswho called for this did not
prosper. Competitive election-winning favours promises o instant
gain rather than appeal s for self-denial, and the lack of a debate about
generational obligation and restraint meant that the middle aged and
elderly were givenfew strong reasons to moderate their expectations.

The absence of intdlectual leadership ismoretroubling and less
readily explained. A questioning of the experiences of successive
generations has been absent from the work of most economists,
sociologists, historians, philosophers and others. The result was a
scholarly mainstreamthat did not observe or query the remoulding of
generational priorities, since it failed to appreciate what the modern
welfare state was about. To put it more bluntly, the welfare state
overrode the sceptics and secured the tame scholarship that was
needed to mask and so sustain the manipulation of implicit contracts
between generations.

M ass Pooling

All studies of successful commons emphasise the importance of their
small scale: the community sharing a resource in this way must be
limited. Thevery opposite characterisesthewelfarestate. Throughthe
20th century we have instead developed national economies and
polities, limited local autonomy and responsibility, enforced nation-
wide wage and interest ratesand soon. Perhaps most crucial has been
the decision to pool resources and risks across the nation, rather than
the neighbourhood, parish, county or some other regional unit. This
marks a decisive break with pre-20th-century practices— and, | will
guess, with 21st-century ones aswell.

It came about for good reasons. Pooling within small units il
leaves individuals exposed to risk and uncertainty, since the whole
group might be afflicted at once, or may preserve unacceptable and
inefficient local inequalities. As well, local pooling would weaken
national unity and hinder mobility by creating alternative nodes of
power to that o the central national authority. In the interests of
binding nations, spreading risks, promoting equality, encouraging
economic efficiency,and more, 20th-century nations chose to pool at
the national level: to have ‘welfare states rather than ‘welfare
communities.
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However, this heightens the welfare gamble, sinceit robs us of
an identifiable community with whose resources each elector must
act responsibly. Pooling face to face, among a few hundreds or
thousands, confronts theindividual with numerous constraints. More
for this sector or that clearly means less for someone else, whose
plight will be visibleand protests heard. Pooling across hundreds or
even thousands of miles, alowing the individual to lodge claims
against the resources o unseen millions, takes from citizen and
society a crucial element of control. The extensive political unit
provides anonymity and dims the sense that an individual's actions
necessarily have consequences for others.

All will have experienced these undermining powers o invisibil-
ity. Individuals automatically calculate how a table of food might be
shared at a smdl family gathering, and adjust their own demands
accordingly. The sense that if | don't take too much there will be
enough cakefor everyone' isfamiliar on such occasions. But at alarge
wedding or an end-of-year office party the same calculation of action
and consequence cannot be made, and the 'what if 1 hold back’
questionisthen morelikely to be answered 'someone unknown but no
moreworthy than | will get more, and | have no good reasontolet that
happen'. Mass pooling may increasethe potential for good, but also
the chance that the process will get out of hand.

Movable Boundaries

Fixed and well-recognised boundaries are al so critical for alasting,
healthy common. Everyoneinvolved must be clear on what is and
what is not in the common pool: which specific pieces of land or
water, and more, which particular attributes or products of the land
or water. Equaly vital is a precise delineation of who is and who
is not entitled to share in the common. A common involves
particular property rights — it is not a free-for-all — that certain
individuals have on account o family, birthplace, ownership of
related property or some other. In other words, a true common is
very different from what Daniel Bromley (1991) has called an 'open
access regime, under which al comers may do as they choose with
ashared resource (air and sea are classic examples of open-access
resources). Bromley and other observers of communal sharing or
property rights stress this distinction: commons involve identified
rights of specific persons, and can frequently be managed
sustainably, while open access more often leads to over-exploitation
and consequent degradation.



Modern welfare states have some of the features of the common,
in thisstricter sense, but too many of open accessaswell. The group
who may participateis not fixed, but can alter as migrants arrive and
are soon accorded full entitlements. More important, the distinctions
between private, common and open-access resources are not set or
clear, as the enormous expansion in the realm of 20th-century
government has made apparent. Not only have electorsfelt increas-
ingly free to choose policies that advance their own immediate
interests, and to hidein the masswhile doing so; they have alsofelt
entitled to control or direct amost all activitiesin their societies that
might have a bearing upon their comforts. Our extension of govern-
ment into the direct manipulation of employment policies, the regula-
tion of commerce, interest rates, savings and investments, the altering
of exchange rates, or the rewriting of pension contracts are al
examples of this pattern. The boundaries of the pool of shared
resources have proven very porous, and subject to spread, both
geographic and sectoral, to encompass more and more of the total life
of the community. The common pool reachesfar beyond mere taxes,
which are simply the most obvious of a participant'scontributions. If
government can set interest rates and so make part of my income flow
toothers, or alter my earningsthrough wagespolicy, or control imports
and the tariffs| must pay on them, then it might besaid that the whole
of my income, and not just the portion | pay in taxes, isin the pool and
available for sharing by others.

The pressurestaking awelfarestate in thisdirection are strong. In
situations of major inequality in private resources, moving more from
privateto common or open-accesssharing holds many attractions: itis
the best chancel have of gaining ashare of your wesdlth. If you arerich,
and | poor, then | will be tempted to want al resourcespooled. | risk
little, since | don't have alot of private property rightsto lose, and will
gain better accessto some of yours. It isnot obviousthat welfare states
haveinfact produced greater equality asthe pooling hasexpanded, but
that does not disprovethe point: the pressuresare gill at work. These
inherent tendencies to excess, aswe might term them, may be control-
lableif firm distinctionsare maintained between private, common and
open-accessresources. Welfare states have not managed this.

The Failings of Democr acy

The character of modern democracies also works againgt the sustain-
able management of pooled resources. This is not of course an
argument for preferring some other form of government, or to say that
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the aternativeswould necessarily do better. Even so, it remains the
casethat wetry to manage massive poolingsacrosslong spans of time,
with political instruments not well suited to the task.

The mass nature of modern states is one problem, and that has
been alluded toaready. A second isan inescapable clash between the
time-frames of welfare state and political state. The implicit welfare
contract between generations demands consistency and reciprocity
over very long stretches of time. The politica state has other
imperatives, and has proven bad at weighing long-term interests. The
need for fairness over time is nothing beside winning an election,
placating a lobby group or balancing a budget today.

A third factor has been an unwillingnessto police behaviour. All
studies of working commons stress the centrality of this: those
sharing a pooled resource must be able and willing to enforce
compliance. This means that the users must be visible, restricted in
numbers and familiar to their fellows; that the rules of what isand
what is not permitted be explicit and agreed; that the community
possess a range of sanctionsfrom mild shaming through fines tofull
banishment; and that the group be vigilant, prompt and consistent in
applying the penalties.

Welfarestates observe few of these reguirements, since they run
counter to the liberal ethos of our century. We have been willingto
regulate at the extremes, but for the most part sanctions have
remained weak and irregular in application, and the specification of
what is acceptable is often vague. In some respects we have gone
further: the abuser of the common is not alowed to suffer the
consequences, but must receivefurther support. Should a man draw
a pension by fraudulent means, for instance, then drink the money
away, we will not require himto repay what has been taken. Nor will
we permit himto carry the personal cost by, for example, dyinginthe
gutter, but will insist that he be taken into hospital and treated
expensively to further pooled resources. There may be excellent
libertarian or humanitarian reasons for al this; but it is not the way
to manage a common.

Another political weakness has been the lack of a stable or
powerful constituency for youth. A sustainable common, one being
administered with the interests o the future in mind aswell as of the
present, relies on dl interests involved having a voice. This has not
been soin themodern welfarestate. Everyonein their fortiesor above
—half the electorate — has an obvious personal interest in enhancing
the pensionsand servicesfor the middle-aged and elderly, sinceall will



be immediate beneficiariesor can envisagethemselvesas such within
ashort span o time.

Support for youth-favouring programs is more transitory and
diffuse. For most electorsyouth is well in the past, while those who
will soon seek afirst home or raise children are voteless, and being
teenagers are not likely to be thinking of themselves as mortgage
seekers or of the detailed economics of parenthood. That is, the
electorsin a modern welfare state will aways tend to favour older
rather than younger persons — to want the benefitsdf pooling ahead
of them, the costs behind — becausethat iswhere smple self-interest
will lead.

From the 1930s to the 1960s societiesovercamethisinstinct, in a
deliberatereaction to depression and war. Butinthe 1970sand 1980s,
with the reasons for holding back now distant and fading from
memory, and with the resources available for redistribution out-
stripped by new demands, it waseasy tolet inclinationstake over. The
effect was to eliminate one by one, quietly and unannounced, the
many advantages o the voiceless young, and to expand those o the
more politically aert and insistent middle-aged and elderly.

In the process welfare states have eroded their raison d’étre,
created generationsof winnersand losers, turned themselvesintowhat
will probably be just one-lifetimephenomena, and broughtthe notions
of generational contract and large-scalepoolinginto disrepute. These
are issues with which few commentatorsare yet willing to conjure.
This is especially and troublingly so among some o the sternest
opponents o state welfarespending. Socid analysts of the stature of
CharlesMurray (1984) and LawrenceMead (1986), for instance, rushto
insist that nothing they say is to touch the elderly — and in doing so
they weaken their claim to hardheadedness or principled rigour.



Chapter 5
The Lans of the M ass Common

he operations of the peculiar, distorted, masscommonthat isthe

modern welfarestate place theindividual in a perverse position,

and this creates a dynamic tension as each seeks to resolve the

adictions. To act for the lasting good of the common is also to
penalise oneself and one's own successors. Restraint of selfish urges
will produce a better environment only if everyone else chooses or is
forced to behave similarly. Yet in a mass society shared restraint
cannot be assured, since we have been unwilling to impose heavily
upon exploiters, and the chances o being caught are often negligible.
The individual is thus put in an unenviable, even ‘tragic' position,
receiving conflicting messages about what is good and sensible in
dealing with fellow citizens and shared resources.

What | shall call 'the laws of the mass common' have come into
play. Experienceteachestheindividual to get what he or she canfrom
the common as soon as possible, since that is what others, too
numerous to see or control, will also be doing. Everyone may
recognise that this will deplete the common and threaten the future,
but theindividual seeslittleway of doinganythingaboutit. One'sown
restraint will make minimal difference, will probably not be noticed,
and may well not be reciprocated. The best the individua can do in
the circumstancesis make personal profit faster than others, and so be
positioned to command a share of whatever isleft of the common in
future. Thelessonsareinsidious: individua virtueor self-denial does
not pay.

Nor aretheselawsset. An escalation of demandisinherent. What
produced profitsor gainsmean edge over my fellowsin Y ear 1will not
bethesameasin Year 10 or Year 40. All of uswill belearning along
the way, and adjusting our behavioursaccordingly. If | find that the
demands | dared to make were aways met, or | sense that others are
doing better out of the commonthan | am, or | note that the quality of
the commonisdecliningfast and will soon deliverfew further returns,
then | am under strong pressureto raisemy claims. Values, actionsand
demands will al evolve through time, not because individuals are
becoming more greedy or less anxiousfor the health of the common,
but because dl are caught up in an exchange in which the individual
is not capable of making 'good’ decisions.



A Spiral of Suspicion

Thefault lies not so much in unusual selfishness or lack of leadership
as in the decision-making mechanisms under which we operate.
Winners and losers alike are 'victims, caught up in an involuntary
process. Indifference to the implications of one's own actions is
encouraged, asissuspicion about the deeds and designs of others. a
sad irony, given theinitial dream that the welfare state would deliver
freedom from such worries and insecurities. Concern for the health
of the pool must recede, as each comestolearn that gainsliein being
ever more demanding towards the pool by evading taxes, claiming
maximum benefits, or using free services heavily. Further, each
learns that there are only limited ways of storing up credits in this
world. | can 'privatise’ pieces of the pool and turn them to personal
assets, for example by claiming a cash benefit today and putting the
money into a bank. But restraint towards the welfare state will not
build up my entitlements, or help my own or my children's chances
of being treated favourably in future. | might choose to forgo an
expensive heart operation this year, for whatever reason. However,
thisdoes nothing for my prospects o getting something from the pool
later. Theservicel donot usetoday will betaken by another, and next
year | will waitin linelike everyoneelse. My chanceto claim a piece
of the common has been missed, and the common will not be any
richer next year for this.

Informing and operating welfare stateswe have giveninsufficient
thought to resulting psychologies and behaviours. One o the
founding faiths of thewelfarestate has been that citizenswould remain
immune to new influences or the promptings of self-interest. It has
been assumed that individuals could be placed in a blind, mass
pooling, and yet not respond to the experience. It was a decent, even
noblevision of human potential and the capacity to suppresssuspicion
or greed. But from the perspective d the historian a century'send it
looks a hope misplaced, a vision flawed. Individuals may be and
remain noble and decent, and yet the systems for sharing resources
among them work against the development of those virtues.

Expanding Demand

Many developments of the last few decades are explicableas 'rational’
responses or outcomesfor a population trapped into thiscomplex and
dynamic group psychology. A number have been remarked upon
aready, and severa others are worthy o comment; my list is not
meant to be exhaustive so much asillustrative.



A firg is rising demand, or the inflation of expectations that
governments everywhere have seemed powerless to halt. An initial
hesitancy in making demands was to be expected: faith had to be
created that the new pooling exchange would work and involve
everyone. But with time the reasons for caution fall away. The
individual is under the constant pressure of knowing that taxes may
rise, and that these cannot be avoided. The way for the individual to
balance this out, halt any erosion of persona living standards, and
maintain or enhance position relative to others, is to keep benefits
moving ahead of taxes. The effect must be arisingspiral after modest
beginnings, and al new welfare programs seem to go through this
evolution: the short history of New Zealand's accident compensation
scheme is a good example.

Ageing Welfare States

The shift towardsthe interests of the aged is another obviousoutcome,
and has been mentioned already. Cutting back on education spending,
falling cash benefitsfor children, the ending of tax protectionfor young
families,thelossof employmentguaranteesin early workinglife— dl are
‘rational’ productsd the inherent pressure towardsshort-term rewards
and the redlisation that restraint does not pay.

Thisin turn raisesthe obvious question o why an ageing shift has
been necessary: why, at the outset, a popul ation should havevoted for
anything other than a welfare state for the ageing. Two things help
explain the ageing sequence. Thefirgt is the particular conditions of
the 1920s, 1930sand 1940s; the continuingfall in fertility, population
fearsand 'race suicide worries, the traumasof two world warsand the
Great Depression made rebuilding and a fresh start vital. The second
was the need to sell the much-expanded pooling to the whole
population at once. The prospect of gains now or in the near future
had to be given to everyone, in a way that is not necessary once a
compulsory exchangeis under way. In other words, the welfarestate
had to be a more modest and balanced affair a the beginning than it
needs to be later on. It had to offer mgjor advantagesin life's early
yearsif it was to win the approval o younger votersin particular, for
whom being told to pay heavily now and wait decadesfor a possible
return would not have been obviously appealing. But once dl were
locked into the new exchange, 'natura’ inclinationscould come into
play: the benefits could be moved towards the end dof life, and the
penalties towardsthe earlier years. The ageing turn can be accounted
for in thisway. So, too, can the current new phase evident from the
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late 1980s. The welfare state for the ageing is now clearly
unsustainable in its present form, and that is widely acknowledged.
One response would be to accept that this means that everyone must
now accept less. But the spiral of suspicion makes such balanced
decisions difficult.

More predictable has been the desire to secure current personal
gainsby fencing ourselvesaff from those whofollow, and insisting that
they pass their incomes over the fence to us but never be allowed to
climbthefence and join usin the privilegedcompound asthey in turn
grow older. Simpligtic current thinking has it that, as the walled-off
residents age and die, the costs of the welfare state should shrink and
SO become once again sustainable. Such a policy may be moraly
indefensible, or makelittlelong-term sense, or offer nogood reason for
the whole exchange arrangement to continue. But an €electorate
ensnared in advanced suspicion will find it hard to make these careful
assessments.

Much policy change in New Zealand and elsewhere in the last
few years has been of this nature. Retirement pension ageisto rise
sharply — for those retiring next century. Pension rates will fall —
for future retirees. Tax exemptions on superannuation savings have
been ended — but nothingisto be clawed back from those who have
had this advantage. User charges are imposed on a range of public
services — but not, for now, on those used most by the elderly,
though that is to come. Workplace protections, sickness entitle-
ments, redundancy awards and the like end — not for the present
beneficiaries, but only for their successors.

A new term — 'grandparenting' = has entered the vernacular to
describe dl this. It sounds innocuous, benign and fair: theimport is
enormousand not yet appreciated. Those who have enjoyed what we
now agree was unrealistic advantage will retain it, but successors,
being successors, must go without, if yet pay for it. Thisisavery new
notion of grandparenthood, of the progress of human society, and of
relations between generations.

I nvestment and Debt

The course df investmentand debt alsofitsthe predicted behavioural
cycle. A common — even worse, an open-access regime — does
not encourage long-terminvestment readily, and a decline in public
investing was to be expected. Many will argue instead that the rise
and fall of investment through thelast half-century owes much more
to the particularities of economic growth and stagnation. That is,



David Thomson

economic factors are the independent, and social or other the
dependent, variables. | am wondering here about this widely-
accepted linkage, and whether the economic patterns we have seen
are not perhaps the products of the common at work.

Heavy capital (including human) investing is needed to raise and
maintain living standards in a modern society — or to protect any
common. This was especialy true at mid-century, for several addi-
tional reasons. One was the background of low investment in the
1920sand 1930s. A second wasthat thefunctioningof the new welfare
state depended upon it: the promised housing, health or education
advancescouldonlyfollowinvestment. Moreover, heavyinvestmentwas
dill politicaly practicable at the early staged mass pooling. Thepublic,
dill to be convinced that large-scale pooling was desirable, would have
been wary if it were seen at once that money taken and placed in the
pool was dl simply handed out to those who made the loudest claims.
Such a welfare state held little initia appeal, whereas investment in
infrastructure and the like could be seen as creating lagting assets to
enrich everyone'sfutures. Thiswas more attractive and saleable.

Yetif heavy publicinvesting makes good sensein the early years
of a compulsory pooling, it must lose its attraction with time.
Investing, like youth-favouring policies, is not a 'natural’ long-run
activity for a population increasingly anxious about losing place
within the mass common. The spiral of suspicion will, with time,
raise demandsfor immediate consumption — that is, for spending in
which | can be sure to share — rather than investment or deferred
consumption, in which I may not share, or sharefully. All may want
investment, knowing that without it the quality of life must deterio-
rate; but thisisnot likely to result from self-interest coupled with the
contradictions of a distorted common. Over time the incentive to
invest must wither.

Debt makes smilar 'sense’. Publicdebt, as many have observed,
became a prominent and growing feature of modern welfare states
from the 1960s. Its rise paralleled the extension of public demands,
and the shift of resources towards the aged. This need not surprise,
since public — as opposed to private — debt is an ideal vehicle for
maximising current consumption, while shifting the costs into the
future, and hence on to others born later.

Little of the debt incurred in the 1970s and 1980s was for the
lasting good of society. The quality of debt and investment waslow,
in that it did little to further productive capacities or to avoid future
heavy expenses (on poorly maintained infrastructure, for example).
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Debt built up on this basisis hard to defend, and many railed against
it. Yet few governments have managed to halt the process, because
such debt makes sense of a sort to a population trapped in the
advanced stages of a mismanaged experiment with a common.

Demographic Dedine

We might also note — though there islittle room to develop a large
topic here — that a companion pressure might underlie the steep
declinein fertility to below-replacement levelsin modern societiesin
recent decades. Having a child is now to volunteer tens of thousands
of privatedollarsto the collective pool, sincethe return on that private
investment is availableto everyone through future taxes and the like
paid by the child. Parents enjoy no special claims ahead of anyone
else, and the attraction of free-loading off the child investments of
othersis obvious.

The effectsgofurther. My brother has three children, and I none.
He and his non-earning wife are clearly much poorer financiadly at
present because o this than are my wife and I, with our two good
incomes, Our greater resources mean that we are building savings, as
they are not, by buying additional property and contributing to two
superannuation schemes, for example. In retirement dl of uswill be
entitled to exactly the same state pensions, that is, to the same drawings
upon the efforts of those three children. Being childlessin old age, |
will probably receive more from the state by way of public care
services than will my brother, who will be expected to turn to his
children for free assistance. In other words, my free-loading will
actually be rewarded with increased public assistance.

Beyondthat, | will be ableto capture enlarged shares of the efforts
of those three children by way of thesavings! have been able to amass,
through not having made my share of child investments. Not adding
to the common, in other words, perversely has given me increased
entitlements to claims upon the children o others. (I might want to
insist that my savings have enriched us dl through their wise invest-
ment in increased productive capacity or improved infrastructure, and
hence that | have added to the common in ways other than by raising
children directly. But the evidence on the quality of investments
financed by my saving in recent decades is not good, as we have
remarked already.) | like to think there are many better and more
personal reasons for my childlessness, but my behaviour, and that of
a great many contemporaries, is what might have been expected of
individua. responding rationaly to a mass pooling.
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Raising children has aways been expensive, of course, but the
costs have risen to new levels this century. The options for and
acceptability of child employment have shrunk. Femalepaid employ-
ment hasgrown rapidly, and with it the opportunity costs of parenting,
meaning that having children now represents a substantial loss of
potential earnings. Children have become more costly, as expected
levelsof health, education, leisure and more dl rise. Further, parents
havelost rightsto subsequent shares of children'sincomes,intheform
of assistance in old age, for instance. Parental claims upon adult
children have been constrained severely by law and custom in Anglo-
Saxon societiesfor several centuries, and thelegal right to support has
disappeared this century. Itis hard to tell how often and how many
resources ever flowed from adult children to aged parents, for
example, and it appears that from the 18th century at least there was
a strong reluctance to make children assst parents in this way
(Thomson, 1984). Even so, the legal right did exist, and alongsideit a
wider socia acceptance that at various points in life, such as late
adolescence, children would hand some of their earnings to parents.
This, too, has lessened.

Itisat least suggestive, then, that therise of collectivismfrom the
later 19th century, and thefall in fertility and the subsequent ageing
of the population, began together and paralleled one another. By the
1920s and 1930s many had become anxious about this — the males
more than females perhaps — and fearsfor thefuture of society were
expressed widely. The response was not to halt the growth of public
welfare action, since the possible connections had not been noted,
but to expand and reshape it to produce the welfare state for youth.
Governments elaborated their youth-states at mid-century to varying
degrees, and thereisafair correlation worldwide between the scale
of family support and the size o the post-war baby booms. New
Zealand had both the most extreme of baby booms and the most
generousof youth-states. Between the mid-1930sand mid-1940s, for
example, the real incomes of lower or median-income, single-earner
families of three or four children doubled, so great were the many
support measures put in place then. Subsequent population devel-
opments have continued tofit the pattern, asyouth-state gave way to
elder. Early marriage and high fertility remained prevalent through
the 1950s, eased dightly in the 1960s, and fell away sharply from the
early 1970s.

I am not suggesting that thisis all there has been to the history
of fertility or marriage. But the trends are at least explicable in terms
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of an evolving mass common, and deserve close attention. Later
20th-century populations have been squeamish about talking of
fertility and the political or economic factorsdriving it, and prefer to
accept fertility decline or population ageing as simply an uncontrol-
lablegiven of life. We accept that these are shaping and constraining
our futures quite radically, but not that we have effect or responsibil-
ity in any of this. | am not convinced: late 20th-century societies
seem to have the population ageing we should have expected of an
ill-managed common.

Shifting M oods

Various other possible outcomes of the common experiment might
also benotedin passing. A growing gulf between rich and poor, now
widely reported, should perhaps have been predicted, as well as a
growing indifference to it. To accept redistribution to those poorer
than themselves, individuals must feel that their own livesand future
incomes are secured. In the early years of the welfare state
populations could hold this faith, but it has become increasingly
difficult to do so. The individual is forced constantly to look to
personal position and advantage, since not to do sowould beto dlip
back relativeto more demanding others. Humanitarianinstincts must
suffer and take second place, as unease and suspicion about personal
future prospects mount.

Shiftsin moods, values and ideas are other products of this. The
growing sense d insecurity, which | find to bewidespread at the end
of the 20th century, is an example of these mood changes. The
welfare state was created to bring peace of mind about the future. It
seems to deliver thisin ever-smaller doses, even as the extent of the
welfare state's activities has gone on expanding. These are not
ironical contradictions, however: every success | enjoy in drawing
prizes from the common increases my suspicion that there are few
limitsto what | should or can claim, that | don't understand what to
ask for, and that others may be shrewder than | and hence doing
better. Successin drawing benefits encourages the very unease it is
supposed to alay.

A declinein public and privatemorality, about which much isnow
said, would aso conform to the convoluted logic of compulsory
pooling. By declining morality is commonly meant a waning of
concernfor others, or an unwillingnessto moderate our personal self-
interest for some shared good. Risng crime rates, tax evasion,
vandalising of public and private property, the questionable ethics of
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some businesses — dl are produced as evidence of this decline.

Again, any loss of concern for others might be seen as part of the
inexorable workings o our particular forms o collective action.
Idealism and public spirit will in time tend to be corrupted into a
narrow self-centredness, not becausethe welfare-stateexperiment has
failed or gone off the tracks somewhere along the way, but because in
asad way it succeeded. The 'corruption’ of growing self-interest, we
might say, was present in the genesfrom the outset, a once both alien
and inherent to the organism.

The sharp rightward turn in politics and economics in the last
decade is comprehensible in similar terms. What is referred to as a
glorification d sdlf-interest, and the denigration of public activity,
represent to many astunning and bewilderingreversal of theideology
o afew decades ago, when the new welfare state was erected to
control thesevery 'evils. It may beareversal, but it doesnot mean that
the welfare state has been hijacked: it has evolved as it would. A
system o pooling, intended to relieve personal anxiety and to turn
thoughts towardsthe community good, instead works over timetothe
opposite end. In addition, as it becomes clear that the common is
being depleted, and that future benefits drawn from it must shrink, a
switch towards an individualisticideology becomes attractive. That
can mean that each judtifiesthe personal gains made at the expense of
the pool, and yet cutsfuture obligations to successors.
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TheOptions

declarethe welfare state hopelessly corrupt and ruinous, seek an

end to public welfare action, put al resources into private
ownership, and let individual, family and voluntary collective action
takeover. Thatisunlikely to be practicable,sincetoo many liveshave
been shaped too heavily by the existence of the welfare common for
it to be dropped at once, or for any electorate to contemplateit. Nor
would I think it desirable. Private, common and open-access property
have existed side by side through human history, not because of
ideology or an incompl ete evolution from one property form towards
another, but because a mix worksand isunavoidable. Some resources
cannot be divided and alocated readily by private property rules,
though | know some argue differently. Someends cannot be achieved
by those means either, and basic levels of wellbeing or of social
efficiencyseem to metoliein that ream.

Furthermore, nothingin my historical study indicatesthat substan-
tid public welfare action can or should now be avoided. Students of
the rise of capitalism and of subsequent urban industrial society
stress that the population, family and other productive structures
underlying that success were dl predicated upon large elements of
publicwelfareaction: thewelfarestateisinimportantsensesnot new.
Individualscould be encouraged to take the necessary risksinvolved
onlyif clear and substantial fall-back support wasin place(Smith, 1988;
Wrigley, 1988). In Anglo-Saxon societies through several centuries,
those supports have been publicand compul sory rather than privateor
voluntary. At timespublic support was scaled back; the 19th century
was the clearest instance of this. But a revulsion against that — as
against earlier — attacks upon long-established ways and values
soon devel oped, and propelled the 20th-century drive towards ever-
greater public action which has abated only recently (Thomson, 1986).
| do not see that things would be very different now.

However, to accept thisis not to hold that existing arrangements
are right or appropriate; they clearly are not. A welfare common of
sortsmay be necessary, but it hasto be managed much more carefully
than we have achieved o late. A firg step would be to drop the
arrogant assumption that al in the 20th century is new and unprec-
edented, to recognisethat the welfare state isaform of common, and

Q n extreme reaction now would be to abandon the common: to



to study the experiences of those closdly, for there is much such
experience about. We will then have to debate more specific
commons issues — which | see us doing already in the 1990s, though
largely unaware df itandin theguisedf ideologies. Theunit of pooling
may need to be much smaller than the nation, and | suspect it wasmore
and stronger reasons than poor communicationsthat kept pre-20th-
century poolings small and local. The boundaries between private,
'true’ commons, and open-access property will need to be firmed,
made explicit and patrolled. Rightsand responsibilities towards the
pool will have to be clarified and insisted upon, something we have
been very reluctant to do as yet.

Moredifficultstill will bethe need give closeconsideration to what
should bein the pool and why, and what can best be left out. Policing
of compliance will need to be thought about very carefully, and will
help determine all of the above issues. The extent to which we are
happy or unhappy to apply sanctions, or to maintain and highlight
evidence of individual behaviour towards the common, will be critical
in resolvingthe boundsof aworkablecommon. Extensive pooling and
minimal enforcement are mutualy incompatible, no matter how
appealing in the short term. Promotion of long-term investment and
generational consistency will also have to be a central concern. A
‘generational audit and impact report’ might have to accompany each
proposal for public spending, to show how the interests of the later-
born are being protected, or why public rather than some private
property arrangements secure these best.

Over dl will stand the need to confront the nature of pooling
directly. A common cannot be left to run on autopilot, but requires
constant vigilance, restraint and sober assessment if it is not to veer to
excess. Human societieseverywhere used to understand these things.
It istime we relearned some lessons.
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