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As I write this, the 2005 G8 Summit at Gleneagles – with a supporting
cast of ageing rock stars and celebrities – claimed a frontal assault on
African poverty. Crocodile tears, or the end of neo liberalism?
Stripped to its bare essentials it is this question that prompted this
study. The G8 Summit is but one illustration of an intriguing
dilemma. On the one hand there is a new social agenda with an
enhanced focus – discernable even within the ramparts of neo liber-
alism such as the World Bank and other international financial
institutions – on such issues as poverty and welfare; then, on the
other hand, this new ethos, often couched in a new political lan-
guage of inclusion and cognate governance structures, is framed
within the boundaries set by the market model which has dominated
politics and policy over the last three decades in advanced industrial
as well as newly industrializing countries.

Therefore, the critical problem posed in this volume is: do these new
social policies and programmes present a fundamental challenge to the
neo liberal model? Or, rather, are they merely an attempt to develop
new forms of regulatory governance to entrench programmes of eco-
nomic reform? It is neither crocodile tears nor the end of neo liberalism.
Rather, I argue that these forms of social governance provide a logic and
rationale for developing a new social policy agenda arising from core
elements of the neo liberal market model. Yet, this cannot be simply
written off as a ‘warmed-up’ version of neo liberalism. The new social
politics provide a terrain of engagement for social issues, one which is
different from the postwar social democratic model – what we call
‘social constitutionalism’. In this sense it provides the language and reg-
ulatory space for the socialization of the market, and it is this regulatory
space that is the focus of this study.

This volume explores this new social politics through the frameworks
of welfare governance that attempt to constitute what Gilbert (2002)
calls an ‘enabling state’. These forms of social regulation, however, differ
from the hard-edged neo liberalism of privatization and the retrench-
ment of welfare services that marked the first phase of neo liberalism. It
is this more recent socialization of the market model and its distinctive
political language and institutions – not the programmes of market
reform – that is likely to be the distinctive feature of neo liberal politics
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in the early twenty-first century. This signifies a fundamental
transformation of the ‘idea of welfare’ that underpinned the postwar
social settlement in industrial democracies of the western world – a
social settlement which framed welfare in terms of its function as a
means of compensation or redistribution to redress the vagaries and
inequalities created by the operation of market forces. The terms of
engagement of the postwar ‘social question’ which hinged on the nego-
tiation between the competing logic of market and social solidarity has
now been replaced by a new emphasis on social policy in the enabling
of greater or heightened economic participation. In order to explore the
nature of these policy thrusts towards a social politics of inclusion,
the study examines its relationship to the market model, scrutinizing
some of its justificatory principles and assumptions, and identifying the
political forces and coalitions that underpin the strategies of inclusion.
But at the same time we need to situate this social politics within the
wider context of the transformation of the idea of welfare from earlier
social democratic notions of social protection. Third way politics – or,
better, strategies of statecraft – represent a move towards the socializa-
tion of the neo liberal market model.

Different manifestations of these ‘third ways’ are identified in the
New Labour social policies of the UK as well as in the populist social con-
tracts in Thailand, the welfare programmes in Korea or the social agenda
of Lula in Brazil or Kirchner in Argentina. All these statecraft projects
seek to reconcile a commitment to market reform with the politics of
inclusion.

But the most important outcome of this new socialized neo liberalism
is that it delineates new institutional arenas within the state for deliber-
ation and engagement over social policy. Importantly, this argument
suggests that the politics of inclusion cannot simply be reduced to the
neo liberal model. In fact, as we see in our case studies of Thailand and
Korea, it has its own internal political logic that brings it into conflict
with various aspects of neo liberalism. But the thread that runs through
these variegated third way projects is a reconstruction of citizenship as a
‘market citizenship’ which, in contrast to the social citizenship of the
postwar welfare state, seeks to enable participation and inclusion within
the economic order.

In this context a key proposition advanced in this volume is that this
emerging form of welfare governance reflects a new constitutional order
described as an ‘economic constitutionalism’ which, unlike social con-
stitutionalism, privileges the pursuit of economic and market order, and
fosters a notion of welfare as market citizenship. This form of ‘economic
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constitutionalism’ is not confined merely to formal legal practices, but
also pertains to the broader set of state–society relations as well as to the
guiding normative principles of the political order. In other words, it
reconstitutes the state and what sparked my interest in this research
project was the recognition that social policy – far from evaporating
within this reconstituted state – continued to play a crucial role. But
herein lies the challenge. Whilst social policy continues to play a role
within economic constitutionalism, a fundamental transformation is
occurring in the nature of the social question, that is, the analysis,
understanding and response to the social inequalities created by capitalist
market in these various forms of ‘economic constitutionalism’.

Economic constitutionalism frames the social question in a manner
that incorporates the ‘social’ within the ‘economic’ realm in the form of
a ‘market citizenship’. For example, this is illustrated in the develop-
ment of various ‘asset-based’ forms of social policy that are seen as
strengthening the entrepreneurial endowments and capabilities of citi-
zens for participation within the economic order. Asset-based policies of
this kind exemplify a normative framing of welfare, thereby entailing
the creation of a very different mode of social association geared towards
inclusion and participation within the sphere of the market. At the same
time these strategies of inclusion, characteristic of economic constitu-
tionalism, are not mere functional responses to changed economic cir-
cumstances; they are also distinctly political projects of statecraft that
reshapes the relationship between political community and the state. In
this context that social policy becomes a vital instrument of this state-
craft of inclusion, and facilitates a social contract that articulates a new
relationship between citizen and the state by transforming the means
and purposes of public action.

The social policies examined in this book are not aiming to push back
the state, but rather the achievement of some measure of internal trans-
formation within the state. Paradoxically, these policies devote as much
attention to the economic regulation of markets as they do to social policy
concerns. Therefore, insofar as social governance constitutes an essen-
tial element of the new regulatory state, neo liberalism reshapes the
institutional architecture of the state. Though neo liberalism is often
identified in terms of the retreat and withdrawal of the state from the
allocation of social and material goods, I propose that its more profound
impact lies in the way it entrenches new forms of social and economic
regulation of the market.

Finally, a guiding motif in this book is the way in which political lib-
eralism itself is being transformed by the politics of social inclusion. As
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we argue, a significant consequence of this new social policy rationale is
that social institutions and their governance are depoliticized in a way
that limits the conflict and negotiation of social interests that formed
such a crucial element of social constitutionalism in the earlier era. This
earlier model of social constitutionalism was sustained by the politics of
negotiation and conflict of social interests that in turn hinged on the
dualism between the market and the social sphere. Welfare was at the
heart of this often conflictual and contradictory logic of the market and
social solidarity. But this politics of social conflict or, more broadly, a
politics of interest, is absent in the new economic constitutionalism that
has come to dominate both the industrialized and newly industrializing
countries.

And this is clearly evident in the fact that by reshaping welfare along
the lines of policies of social inclusion, the new welfare governance sit-
uates liberal subjects in terms of their capacity for inclusion within the
economic mainstream not in terms of the political standing of citizens.
Inclusion suggests a very different structure of social claim making
because claim making within the new strategies of inclusion is based on
the possession and management of those endowments or capacities
needed to participate and compete within the productive sphere of the
economy. All this serves to reinforce an anti pluralist strand of liberalism
that is at the core of economic constitutionalism.

The book is structured as follows. As a preamble to the substantive
issues surrounding the new set of social contracts evident in the con-
temporary phase of neo liberalism, the opening chapter examines the
relationship between the new welfare governance and the market. These
new ideas of welfare and markets are explored through an analysis of
two strands of liberalism: the ordo liberal movement and the early
twentieth-century New Liberalism. Both forms of liberalism have one
distinctive feature in common with contemporary forms of welfare gover-
nance in that they both seek to create liberal subjects who are embedded
in the productive sphere of the economy. Equally, both strands of liber-
alism understand property rights as an inherently social and juridical
process, rather than a spontaneous creation of market forces. The mar-
ket is socialized, but in a manner different from the social democratic
logic of social constitutionalism.

In Chapter 2 the study moves on to explore the distinctive normative
foundations of the politics of social inclusion. If there is one key word
that captures this new socialization of the market in various third way
programmes it is ‘capability’. Capability, it is argued, becomes a key term
within the various forms of social democratic third way programmes
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because it enables the reconciliation of a liberal conception of
individual autonomy with a social commitment to equality. However,
the notion of capability as used in the new social democratic literature is
presented largely as a descriptive rather than as an analytical category. I
use the work of Amartya Sen to explore a more analytical and normative
notion of capability that is especially interesting because of its many
similarities with some of the philosophical thrust of the New Liberals.
Based on Sen’s capability paradigm, the study explores how third way
programmes reframe equality from a notion of a ‘simple equality’ to that
of ‘complex equality’ where equality can be mapped through multiple
dimensions of capability. In turn, this reframing signifies a normative
shift from a resource-oriented perspective, characteristic of old social
democracy, to a notion of equality as the enhancement of the capabili-
ties of individuals to pursue diverse ends.

Equally important is the fact that there has been a dramatic change in
the delivery and governance of social policy, as well as in changes in the
policy and practice of the welfare state in advanced industrial societies.
But it is at the level of governance that these changes are most pro-
nounced, and these governance arrangements are subject to critical
scrutiny in Chapter 3. At the heart of these governance changes is the
organization of social policy around modes of contractual governance.
Welfare now becomes an organized set of contractual relationships, and
the notion of contractualism itself signifies a restructuring of the rela-
tionship between state and citizen, as well as a reshaping of the basis of
membership of the political community. From a social policy perspec-
tive this amounts to not only a change in delivery mechanisms of
benefits or entitlements, but also directs our attention to a more funda-
mental reshaping of the state and society in the direction of conditional
citizenship that ties citizenship to market participation. While this
contractual governance subjects citizens to often stringent procedural
controls these procedures and the broader governance arrangements are
placed outside the framework of democratic control and judicial review.
But is neo liberalism contractualism the only alternative? I suggest an
alternative of democratic contractualism based on Habermas’s work on
law and democracy.

Contractualism, an equally significant dimension of the new global
social policy, is explored in Chapter 4, which examines the governance
of transnational social policy, especially in the emphasis that has come
to be placed on the social agenda of poverty reduction. This rediscovery
of poverty by the global community differs from the earlier ‘Washington
Consensus’ approach in that it identifies poverty reduction as a primary
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objective of global public policy. But what is important in these new
policy strategies is the contractual framework through which the social
agenda is implemented. Contractual governance of global social stan-
dards has become a strategy of regulatory governance that seeks to influ-
ence the conduct of agents at various levels of governance. The new
social standards are premised on meeting certain obligations so that,
even at the transnational level, claims associated with welfarism are con-
tingent on the prior and continuing performance of certain obligations
and not simply based on the membership of the political community.

But this mode of contractual governance seeks to ensure not only that
stakeholders be consulted, but also that their deliberations and partici-
pation are seen as vital in establishing the legitimacy of programmes
and policies. All forms of contractualism – be it the transnational social
policy or New Labour’s social programmes in the UK – attempt to enrol
clients in deliberative policy making. Indeed, much of welfare contrac-
tualism is about setting out the procedures for this participation rather
than mandating specific policy outcomes. But the point is this: new
forms of participation are ‘problem oriented’ and located in institu-
tional arenas outside the formal representative structures of political
society.

Transnational social policy is one form of ‘third way’ politics, but
equally significant third way trajectories can be discerned in statecraft
projects under way in newly industrializing countries because these
states confront social issues raised by economic restructuring. Illustrative
of this trend is the emergence of the statecraft of the social market in
South Korea, the subject of Chapter 5. South Korea, hit hard by the Asian
economic crisis of 1997–98, has responded by placing an increased
emphasis on social policies and expenditure. It is argued in this chapter
that these policies were formulated in the context of a regulatory state
that not only established procedures and institutions of economic gov-
ernance, but also sought to establish forms of social regulation, best
understood in terms of the development of an innovative social market
model.

The essence of this social market model was the push to establish mar-
ket imperatives at the heart of social policy. In this way, it sought to
establish a form of welfare governance that was different from a notion
of welfare as the amelioration of market forces through various redis-
tributive mechanisms characteristic of the postwar European welfare
state. At the same time this emerging social market model also differs
from the various forms of East Asian productivism that made social
policy an ancillary to the operation of economic forces. I argue that the
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Korean social market model then, represents a distinctive ‘third way’
attempt to socialize the market in the context of transition from the
developmental to the regulatory state.

Chapter 6 is devoted to an analysis of the dynamics of yet another
‘third way’ alternative in newly industrializing countries – namely the
neo liberal populism manifest in Thailand. This chapter demonstrates
how the new welfare governance has come to be reflected in the dis-
tinctive populist politics evident with the election of the Thaksin
Shinawatra government which has radically transformed the political
system in Thailand. There is little doubt that Thaksin fits the populist
bill on several counts: he relies on personal leadership, his political mes-
sage constantly invokes the idea of the Thai people, explicitly appeals to
a notion of – albeit soft – Thai nationalism, relies on a broad cross class
constituency, and on keeping his coalition together through the intro-
duction of a range of new social contracts. This particular market model
of Thaksin denotes a specific form of neo liberal populism similar to that
found in Latin American countries. Neo liberal populism, however, is
not simply limited to redefining social policy within a broader economic
frame. It also illustrates a much more broad-based effort to reshape the
internal architecture of the state as well as using welfare to rearticulate
the fundamental relationships of state and society. Neo liberal populism
is a form of statecraft.

The concluding chapter takes up the key questions of the relationship
between the new politics of inclusion and changing forms of statecraft
by examining how the new welfare governance fundamentally alters the
nature and purpose of public authority or stateness. The broader point is
that the idea of state transformation enables a more meaningful and
theoretically defensible way of understanding the political dynamics of
social policies in a neo liberal context. In particular, the collapse of the
social democratic model and the developmental state has altered the
context of welfare governance in both advanced industrial and newly
industrializing countries. To this end, we examine social inclusion as a
particular model of social association defined in terms of access to
market participation. This model differs from those models of social
association framed in terms of material relations of conflict based on the
centrality of class and its struggles for recognition and representation. In
contrast to this social democratic grammar of politics the new politics of
inclusion exemplifies the ‘new social question’ of neo liberalism.
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‘. . . to develop a middle way of economic life which will preserve the liberty,
the initiative and (what we are so rich in) the idiosyncrasy of the individual in
a framework serving the public good and seeking equality of contentment
amongst all . . .’

John Maynard Keynes
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