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Abstract
Human Freedom and market Freedom. A capability analysis of labor market policies and the neoclassical
case for free labor markets
This thesis develops a freedom-based approach to policy and policy evaluation and applies it to the
analysis and evaluation of labor market policies. The first part develops the core concepts and
framework of an agency-oriented freedom approach. I argue in line with Amartya Sen’s Capability
Approach that freedom – what a person is actually able to do and to be, her real ability to live the kind
of live she has reason to value – is the proper informational basis on which to evaluate economic and
social policies. In addition, the approach developed here emphasizes the social nature and
determination of individuals’ freedom. The second part of the thesis applies the agency-oriented
freedom approach to the analysis and evaluation of labor market policies and employment relations. I
develop the concept of the commodification of labor as a political economic framework and entry point
into welfare analysis. It is shown that poorly regulated ‘free’ labor markets, labor market flexibilization
policies and absence of social regulations give full scope to and facilitate the making into and treatment
of human beings as commodities. This facilitates the degradation of the freedom, well-being and human
dignity of individuals and of the communities and societies they are part of. It is shown that properly
designed labor market policies and social laws and regulations that protect individuals from the
commodity status of their labor are necessary if a society is to attach intrinsic value to persons as
sentient and agentic beings

Samenvatting
Menselijk vrijheid en markt vrijheid. Een analyse van arbeidsmarktbeleid en de neoklassieke pleidooi voor
vrije arbeidsmarkten
Dit proefschrift ontwikkelt een op vrijheid gebaseerde benadering van beleid en beleidsevaluatie en
past deze toe op de analyse en evaluatie van arbeidsmarktbeleid. Het eerste deel ontwikkelt de
kernbegrippen en het kader van een agency-gerichte vrijheidsbenadering. Ik beargumenteer in lijn met
de Capability Approach van Amartya Sen dat vrijheid - wat een persoon daadwerkelijk kan doen en kan
zijn, haar werkelijke vermogen om het soort leven te leiden dat zij van waarde acht - de juiste basis is
om economisch en sociaal beleid te evalueren. Bovendien wordt in de hier ontwikkelde aanpak de
nadruk gelegd op het sociale karakter en bepaaldheid van de vrijheid van het individu. Het tweede deel
van het proefschrift past de agency-gerichte vrijheidsbenadering toe op de analyse en evaluatie van
arbeidsmarktbeleid en arbeidsverhoudingen. Ik ontwikkel het concept van de commodificatie van
arbeid als politiek-economisch kader en uitgangspunt voor welvaartsanalyse. Aangetoond wordt dat
slecht gereguleerde, 'vrije' arbeidsmarkten, arbeidsmarktflexibiliseringsbeleid en het ontbreken van
sociale regelgeving volledige ruimte geven om mensen als handelswaar te behandelen. Dit
vergemakkelijkt de aantasting van de vrijheid, het welzijn en de menselijke waardigheid van individuen
en van de gemeenschappen en samenlevingen waar zij deel van uitmaken. Aangetoond wordt dat goed
ontworpen arbeidsmarktbeleid in combinatie met sociale wetten en regels die individuen beschermen
tegen de goederenstatus van hun arbeid, noodzakelijk zijn als een samenleving intrinsieke waarde wil
hechten aan personen.
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INTRODUCTION
“The sublimation of economic efficiency and science may liberate humankind from the
bounds of scarcity, but it also can transform man into a servant of power.”1

The important task for any approach to social and economic policy formation and policy
evaluation lies in identifying under what conditions social, political and economic policies and
structures work to liberate humankind, to increase peoples’ freedom, their agency and wellbeing, and under what conditions they work in the opposite direction, undermining the
freedom and well-being of great numbers of people, or remaining unmoved in the face of great
human sorrow. Indeed the social and political structures of societies, among which
importantly are those pertaining to the ‘economic’ domain, may work to the general benefit of
human kind or may facilitate the transforming of great numbers of people into the servants of
those who are fortunate enough to belong to the rich and the powerful classes of society.
The first part of this thesis concerns how we ought to view and evaluate social-economic
policies and the outcomes of the workings of the economy. I argue that human freedom should
be the ground on which to base the formation of policy and the evaluation of socio-economic
structures and states. In the first part I substantiate this view, explicate the meaning and
content of freedom and describe an agency oriented freedom approach to policy and
evaluation.
The second part of the thesis is devoted to an investigation of employment and labor market
related issues with the human condition as frame of reference. Here I apply the concepts and
understanding of an agency oriented freedom approach gained in the first part, to the
evaluation of labor markets and labor market policies. Though this part is an ‘application’ of
the freedom approach to the evaluation of labor market policies, much of what is said is
relevant for the analysis and evaluation of social and economic structures and policies more
generally.

1

Gretchen Spreitzer and David Doneson (2008: 312)
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PART I | FREEDOM AND AGENCY
Over the course of writing this thesis I have asked many people: ‘If you had the choice
between being free and being happy, what would you choose?’ Surprisingly, at least for an
economist, many of those asked replied in favor of freedom rather than happiness.
In the following chapters I argue that human freedom should be the basis for the formation of
policy and the evaluation of socio-economic states. This is not because of a belief that freedom
is or should be the more desirable life-goal. Nor do I feel the right to impose such a view on
others. In fact, the above question is poorly asked if it is done as a means to decide upon the
grounds on which to base policy and social evaluations. For the question asks about the
ontological desirability of the presence of one or the other in one’s life. Though freedom has
many desirable and ethically relevant aspects to it, has intrinsic as well as instrumental value,
my reason for choosing freedom is relatively independent of whether one thinks it is the most
important life-situation or that one favors another life-goal, such as happiness, material wellbeing or leading a life in accordance with one’s ethics. My reason for favoring freedom as an
informational base in analyzing and evaluating economic policies and political-economic
structures lies, so to say, in its epistemological value. As I’ll discuss more comprehensively in
the first part of the thesis, the freedom of individuals and groups is the one thing that
functions best as an informational basis of evaluation and ground on which political and
economic policy should be explicitly based. This is amongst others so because attaching
intrinsic value to the person as an agent of her/his life has the least danger of distortions in
the policy decision, evaluation and implementation processes. And relatedly, freedom as a
policy base is broad enough to incorporate many relevant and diverse concerns and
preferences of individuals.
In chapter one I set out a working definition of agency. This understanding of human agency
will be used as an analytical and normative category throughout the thesis. In the second part
of chapter one I situate this concept of agency within the capability approach to social
evaluation proposed by Amartya Sen and Martha Nussbaum. This approach argues explicitly
for freedom as basis for social and policy evaluation. I describe the approach’s basic concepts
and their interrelations, and discuss the important, even central, place that human agency has
within a capability approach to policy and social evaluation.
In the addendum to chapter one I critically discuss happiness or ‘subjective well-being’ (SWB)
as an informational basis of evaluation in the formation and evaluation of policy. Though
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important in individuals’ lives and an important life-goal, some serious shortcomings of
subjective well-being as an informational basis of evaluation and policy goal are discussed,
and, conceding that it is important for human life, I show how subjective well-being and SWBmeasures relate to freedom and fit in the framework of the capability approach. This
discussion also further sharpens the understanding of what capability analysis entails.
The capability approach has been criticized for having an overly individualistic outlook. In
chapter two I discuss the place of social structures, groups and collectives in the
determination of individuals’ freedom and in policy and social evaluation. In the addendum to
this chapter I discuss the relation between the notion of ‘collective agency’ introduced in this
chapter and the more common notion of ‘collective action’ in the social sciences.
Chapter three summarizes the core of the capability approach and describes the nature of
capability analysis in light of the previous chapters.
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1 | FREEDOM AND AGENCY
The idea that human freedom is the basis on which policies, social structures and societies
should be judged, has in recent times been argued for prominently by Amartya Sen and
Martha Nussbaum. Freedom is in their ‘capability approach’ understood as the totality of
things that people can do and can be.
Among the elements of freedom, human ‘agency’ has a particularly important intrinsic and
instrumental place. In this chapter I start off in subsection (a) by defining more exactly what
‘agency’ means, and discuss why it is of normative importance. In the next subsection I look
into the relation between agency and ‘freedom as capability’ and determine the place of
agency in the analytic and normative structure of a capability approach to evaluation and
policy.
In the addendum to this chapter I critically discuss happiness or ‘subjective well-being’ as an
alternative policy purpose and informational basis of evaluation, and look into its importance
and place within an approach to policy and evaluation that is based on freedom as capability.

a. Agency
Definition
The concept of human agency involves consideration of three distinct elements: (a) action,
power and causality, (b) purposiveness and (c) the determination of objectives.
- Action, power and causality
The first necessary element of agency or being an agent is tied up with the notions of action,
power and causality. Standard dictionary definitions of ‘agent’ and ‘agency’ capture this
aspect:
Oxford Dictionary:
Agent: A person or thing that takes an active role or produces a specified effect.
►Grammar the doer of an action.
Agency: action or intervention so as to produce a particular result
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Merriam-Websters Online Dictionary:
Agent: One that acts or exerts power
Agency: The capacity, condition, or state of acting or of exerting power
In these definitions an agent takes action, exerts an influence or power, and thereby causes
something to happen, or at least has the capacity to do such. The ideas of action and power are
indispensable to the concept of agency in identifying the source of a causal chain of events.
Playing a mere role in the causal chain of events, by for example happening to be in a certain
place on a certain moment, is not sufficient to classify something as an agent. It is by being a
cause of an event through action that exerts an influence or power that agency is established.
Thus one necessary element of being an agent or agency is:
[1] The ability to act to influence or affect the state of the world.

- Purposiveness and one’s goals as one’s own
The ability to influence or affect the state of the world, to act as a cause, however, is not
sufficient to characterize human agency. Another aspect of agency, contained also in the
Oxford Dictionary definition, is that action, influence or power is directed purposefully. The
inclusion of purposiveness in the concept of ‘agency’ rules out mere accidental outcomes, and
helps distinguish human agency from the agency of non-human agents. But purposiveness
also, although a necessary aspect, is not a sufficient condition to distinguish human agency
from non-human agency. Consider a definition of agency in computer science:
“An agent is an encapsulated … system that is situated in some environment and that is
capable of flexible, autonomous action in that environment in order to meet its design
objectives.” (Nicholas Jennings 2000: 280)
In this definition purposeful action is also a necessary condition for a system or entity to be
called an agent. Indeed an artificially intelligent system is often said to act according to some
purpose for which it was designed. But purposiveness in human agents means something
different. An AI system cannot choose its objectives; its objectives are constructed for it by its
designers. AI systems do determine their sub-goals, and are capable of acting in this way. But
they do not decide about their ends themselves. Sub-goals are not ends; they are means to
some other ‘final’ goal. Human individuals as agents, then, are seen as having the capacity to
choose, determine or negotiate ends in a way that an AI system cannot. Purposiveness and
self-determination of one’s reasons for purposeful action are necessary aspects of the concept
of agency. Therefore we note as a second necessary element of human agency:
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[2] The ability to judge and reflect upon goals and situations and to determine one’s own
goals and objectives as reasons for action.

- Necessary conditions for human agency
We have thus established power to act and influence the state of the world and the ability to
act purposefully on the basis of one’s own objectives as necessary elements of the concept of
human agency. Combining these we write down the following definition of agency:
[3] A human agent is a person or collection of persons having the ability to exert power so
as to influence the state of the world, do so in a purposeful way and in line with selfestablished objectives.

Significance
The intrinsic value of agency derives from the normative force of being able to choose and to
act, as opposed to merely being acted upon and thus being a slave to others and one’s
environment (David Crocker and Ingrid Robeyns 2009: 83). This argument, it is felt, does in
general not require further legitimizations. The agentic capacity of the individual, and its
manifestation in matters that affect him/her, is acknowledged and accepted unconditionally
as an inherent aspect of an individual’s personhood.
Another line of reasoning of the intrinsic importance of agency, similar and supportive to the
above, acknowledges again that individual agency is an intrinsic part of being human, and
further substantiates this by pointing to the fact that it constitutes one of the most
fundamental human psychological needs. Work under the flag of Ryan and Deci’s selfdetermination theory, for example, stresses and provides empirical backing for the importance
of the psychological need for autonomy, competence and relatedness for individual well-being.
Though the two concepts differ from each other - in particular autonomy is defined by the
authors, coming from the field of psychology, solely in terms of the person’s inner or
psychological life,2 while agency comprises both subjective as well as objective elements (such
as the real power to bring about something) - autonomy as volition accompanying an activity
is part of agency (see also section 4.4) and is in general closely connected to the presence or
frustration of agency in one domain or another. Thus agency, and the accompanying
Autonomy within self-determination theory, ‘refers not to being independent, detached, or selfish but
rather to the feeling of volition that can accompany any act, whether dependent or independent,
collectivist or individualist…” (Richard Ryan and Edward Deci 2000: 73)

2
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experience of autonomy as part of that agency in its self-determination aspect, is a need the
frustration of which is truly damaging to a life well-lived – or ‘a life one has reason to value’ in
Sen’s terms.
Agency has also intrinsic value, simply because individuals desire it and have a preference for
it (over and above the instrumental value their agency might have for them). Because of its
closeness to the concepts, we might call this, borrowing from more recent terminology and
concepts in economics, the procedural utility (Bruno Frey and Alois Stutzer 2005) of or
process-regarding preference (Samuel Bowles and Herbert Gintis 2000) for agency. Procedural
utility acknowledges that people attach value to - and their well-being is influenced by - the
means and ways by which a situation comes about. That is, not only outcomes and ends - the
‘what’ - are important to people, but also the ‘how’: the process and conditions under which
the outcome comes about.
Besides the intrinsic importance of agency and freedom, there is also its instrumental
importance, by which I refer to its consequential well-being benefits and the capacity of
agency to breed further advancements in agency and freedom, while lack of individual and
collective agency has many adverse behavioral, psychological and physical health
consequences and impact on social dynamics. Instances of this abound, to mention a few of
them: more agentic goals in life, that is goals more truly internalized as one’s own, are
associated with higher levels of subjective well-being (Ryan and Deci 2000, Deci and Ryan
2000 and Sheldon and Elliot 1999), more behavioral effectiveness, greater volitional
persistence, enhanced subjective well-being, and better assimilation of the individual within
his or her social group (Ryan and Deci 2000: 73). Autonomy is essential to cognitive and social
development, which represents a principal source of enjoyment and vitality throughout life.
(idem: 70)).
In organizations and companies ‘control over one’s work process’ as an aspect of one’s agency
has a direct and appreciable effect on ‘powerlessness, self-estrangement, and normlessness’
(Melvin Kohn 1976: 111). People who have more occupational self-direction in their jobs,3
have more positive reactions to their job, their self and society, to self-directedness versus

Occupational self-direction is described by the Kohn et al. (1990) as the use of initiative, thought, and
independent judgments in work, or as the degree to which one has control over the conditions of one’s
own work. (1990: 967) The degree of control over work processes is operationalized as a function of
the variables ‘closeness of supervision, routinization, and substantive complexity’ of the tasks one has
to perform.

3
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conformism, are more intellectually flexible and have more preferences for intellectually
demanding leisure activities (Melvin Kohn and Carmi Schooler 1973).
From the field of economics and development, an often-referred to example of the
consequential significance of people’s agency, points to the detrimental consequences of a
deficit in women’s agency, and vice-versa the beneficial personal and social consequences and
‘development effects’ of an increase in women’s agency.

b. Situating agency within the capability approach
Sen’s conception of agency
Agency has an important place within the capability approach (CA). Sen argues that it is an
intrinsic part of being human and that it thus should have a central place in moral evaluations
(Sen 1985: 186). Besides being an intrinsically valuable component of human life within the
CA agency is also regarded as instrumental to one’s own quality of life and that of others (Sen
1999). But what is agency for Sen, and, how does agency relate to those other defining
concepts of the capability approach: freedom and capability? As we progress through the
chapter we’ll provide answers to these questions, in this subsection I first briefly present
Sen’s conception of agency in order to determine how that understanding relates to the
concept of agency set out in chapter one.4
The first aspect of agency in the CA literature that stands out is that it involves action or active
choice. Acting to help oneself and others and more generally to influence the state of the
world, as part of what it means to be an agent, is a recurring theme in the CA. Thus Sen,
contrasting his own approach with the earlier women’s movements’ “exclusive concentration
on well-being aspects”, writes:
“Not long ago, the tasks these movements faced primarily involved working to achieve
better treatment for women – a squarer deal. The concentration was mainly on women’s
well-being - and it was a much-needed corrective. The objectives have, however, gradually
evolved and broadened from this “welfarist” focus to incorporate – and emphasize – the
active role of women’s agency. No longer the passive recipients of welfare-enhancing help,
women are increasingly seen, by men as well women, as active agents of change...” (Sen
The sparse other discussions of Sen’s conception of agency one can find in for example Crocker and
Robeyns (2009), Ibrahim and Alkire (2007) and Alkire (2008(b)).

4
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1999: 189, my italics)
In same vain, agency is contrasted with the metaphor of being a patient:
“So the well-being aspect and the agency aspect of women’s movements inevitably have a
substantial intersection. And yet they cannot but be different on a foundational level, since
the role of a person as an “agent” is fundamentally distinct from (though not independent of)
the role of the same person as a “patient.” (Sen 1999: 190)
Sen also notes, as we did in chapter one, that the goals and objectives of an agent are his own.
Contrasting his use of the term agent with the use in economics and game theory, such as in
the ‘principle-agent’ literature, he writes:
“I am using the term “agent” not in this sense, but in its older – and grander – sense as
someone who acts and brings about change, and whose achievements can be judged in terms
of her own values and objectives, whether or not we asses them in terms of some external
criteria as well.” (Sen 1999: 12, my italics)
And again combining the two aspects of agency, acting to influence the state of the world and
the individual himself as the evaluator and chooser of goals, he notes:
“Although the agency aspect and the well-being aspect both are important, they are
important for quite different reasons. In one perspective, a person is seen as a doer and a
judge, whereas in the other the same person is seen as a beneficiary whose interests and
advantages have to be considered.” (Sen 1985: 208, my italics)

Analytical structure and categories of the capability approach
Agency has as said an important place within the CA. In their discussion of Sen’s concept of
agency Crocker and Robeyns (2009: 80) speak of an agency-oriented capability approach;
communicating thereby the importance of the place that agency has come to occupy within
Sen’s system. Thus Crocker and Robeyns (2009) write rightly that:
“The ideal of agency now plays such an important role that there is good reason to call this
perspective the “agency-oriented” capability approach. Not only should individuals exercise
their agency by shaping or determining their own lives, but it is by exercising joint agency
that communities can and should select, weigh, and trade off capabilities, functionings, and
other normative considerations.” (76-77)
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Notwithstanding the weight given to agency by Sen, his remarks on its nature and conception
and its exact place within the analytical structure of his approach are rather scattered.
Crocker (2009: 80) therefore notes that Sen “has not yet subjected the ideal [of agency] to the
careful analysis that we have come to expect of him.”5 Perhaps due to this, while the more
informed introductions to the capability approach do count agency among the ‘core’ concepts
of the approach - for example Alkire and Deneulin (2009: 37) and Alkire (2005: 1) mention
‘agency’ besides ‘functioning’ and ‘capability,’ as the third ‘central’ or ‘core’ concept of the
capability approach - such acknowledgement seems not to enjoy the same pressing
recognition in the broader literature. Below in this subsection, partly also to rectify this
situation, we give a short description of the main categories of the capability approach and
situate ‘agency’ within the overall structure of the approach.
The analytical structure of the capability approach is formed by a few core concepts and their
interrelations, namely: freedom and capability, functioning, achievement, conversion rate and
choice and agency. Functionings are ‘the various things a person may value doing or being.’
While achieved functionings refers to a materialized state of affairs, ‘the actual beings or
doings that a person enjoys at a given point in time.’ (Alkire 2005: 2).
Capability, or synonymously freedom, is defined in terms of the space of functionings that
belong to one’s possibility. It refers in Sen’s words to the: “[S]ubstantive freedom to achieve
alternative functioning combinations (or, less formally put, the freedom to achieve various
lifestyles).” Thus while the combination of functionings a person enjoys reflects her actual
achievements, “the capability set represents the freedom to achieve: the alternative
functioning combinations from which this person can choose.” (Sen 1999: 75)

Des Gasper (2002) is less benign, and views it as deeply problematic that Sen’s conception of agency
seems very thin and does not tackle the substantive content of agency, including it’s social nature and
determination:
“Central to Sen’s view is the choosing, reasoning individual, but with little further specified content of
being human. Although he refers also to rule-led behaviour and the constraints set by socially
constructed meaning systems, and to individuals within families, the dominant impression is of
people as choosers, their formation only lightly treated, rather than as actors more broadly. Yet a way
of life is more than a set of private choices; and personality and identity have a psychic and social
grounding.” (451)
He ascribes this lack of content of agency to the lack of depth of Sen’s exposure to sociology,
anthropology, psychology and other social sciences compared to his engagement with philosophy.
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Capability thus refers to the option, the possibility, the liberty, the ability, the power etc., or in
short, the substantive or real freedom one has to experience and create various valuable
states of affairs. What is to be understood as ‘valued’ (which functionings and freedoms are
valuable and to what degree) is ideally up to the individual to decide. That individuals
themselves are to decide which functionings are valuable is one of the important elements of
the CA’s normative positions. In cases where the choice to be made transcends the individual
level, agency in the form of democratic deliberation is introduced by Sen to close his system.
A last important concept in the capability approach from the list above is the conversion rate
determined by conversion factors. Depending on the specificities of individuals’ personal
characteristics, the society she lives in, her place therein, environmental conditions etc.,
commodities and resources translate into different (levels) of doings and beings. In general it
seems that the concept of ‘conversion factors’ refers to anything that influences whether and
how far a given commodity or resource translates into different beings and doings. The
interaction of the totality of conversion factors determines the conversion rate: the translation
into actual doings and beings or the freedom thereof, of commodities and resources at a given
point in time. The concept of conversion factors and rates is important for the approach. It is
this awareness of the differential impact of resources on people’s ableness (and their
concomitant differential need for resources) and the incorporation of it in the analytical and
normative structure of the approach that allows it to claim the superiority of functionings as
the informational basis of evaluation - or, a bit less accurately, as the ground for the
evaluation of individuals’ wellness - compared to a resource oriented approach that focuses
on the means and resources people have at their disposal. The normative claim is that the CA,
by its focus on functionings and taking into account differential conversion rates, is better
equipped to accommodate human diversity and the diversity of the human situation.
Figure (2.1) represents diagrammatically the above-elaborated categories and their relations.
The figure serves as a short summary of the previous section’s main points. Reading from left
to right the columns in the upper part of the diagram depict:
(1) Social, environmental and personal variables, influence (2) the commodities and more
generally the resources that an individual has at his disposal. These variables determine
furthermore the conversion rate: whether, how, and to what degree an individual’s resources
translate into functionings.
Resources in conjunction with their respective ‘conversion rates’ determine (3) the space of
possible functioning vectors, that is determine all possible combinations of functionings. This
space of functionings vectors represents all the different types of livings, or all possible
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combinations of features to a life, that are open to an individual given his/her resources and
the social, environmental and personal context.
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Agency’s place in the analytic and normative structure
I elaborated in the previous sections why and how agency is important and plays a central
role in the CA. It might not be directly self-evident, though, how to situate agency within the
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abstract structure of Sen’s capability approach. So, where in this conceptual scheme does
agency fit?
The boxes in the lower part of figure (2.1) indicate how agency relates to and comes into play
within the different sequences, leading up from ‘the social, environmental and personal
context’ an individual is situated in to his ‘achieved functionings.’ I follow the sequence step
by step to depict the relation and relevance of agency to the different variables and their
interrelations:
(A) The same social, environmental and personal factors that determine the production and
distribution of resources also shape individuals’ agency.6
(B) Agency, can be conceptualized to large degree in terms of columns (2) and (3) and the
processes that link them. Individuals’ agency as the ability to bring about is an outcome of the
interplay between the resources at one’s disposal, and the conversion possibilities/rates of
these resources into valued doings and beings.
(C) This also means that the set of possible – combinations of – functionings, column (3), is
both a result of agency power, as well as an indication of its extent and reach. Agency as a
causal factor co-determines the types (quality) and amount (quantity) of vectors of
compatible combinations of functionings. That is, it co-determines the different lives that are
open to an individual.
(D) Out of all these different -good, not so good, not so bad, bad, really bad- functionings and
lives open to the individual, a capability set of valued functionings (column 6) is distilled or
implied based on the preferences of the individual (column 5) -or on the collective level, based
on the democratic process and open democratic deliberation. Here it is agency in its
preference aspect that comes into play and that legitimizes the distilling of a specific
capability set from the set of vectors of potential functionings.
(E) Finally, out of the different possibilities represented by the capability set, actual choices
made lead to a set of functionings being ‘achieved’ or materialized. There is something more
than ‘choice’ going on here though. The ‘choice’ for a specific element of the capability set is
not like pulling a vector of functionings out of a capability closet. It entails the choice and
In a more temporal depiction the level of an individual’s agency of course feeds back into the
‘background’ variables. Because the figure is meant mainly for further analytical clarification I have not
depicted the feedback loops between the different columns and boxes in the figure.
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pursuing of a certain kind of life, certain jobs, certain relations, certain possibilities and
impossibilities. The process and elements of the ‘choices’ represented by the arrow in the
figure, form the materialization – exertion – of agency in its fullest form: acting and
influencing the state of the world in line with one’s preferences.
[F] All this results in a set of achieved functionings (as well as unfreedoms), among which
agency as a functioning is an especially important one. These achieved functionings in turn codetermine, in a temporal setting, one’s further agency.
Thus the conception of agency informs the capability approach throughout. Indeed capability,
or the freedom to do and to be, can be conceptualized wholly in terms of the level of agency
one possess, were it not though that agency considerations themselves necessitate a concept of
freedom that includes not only the power to act on the basis of self-established goals but also
to experience beings and doings that do not require one’s active participation in their coming
about (Sen 1985: 210; 1993: 43–44). Freedom as the overarching evaluative base, comprises
both capabilities following from agency as well as valuable doings and beings not brought
about through one’s own (group) agency; the difference being that agency requires action and
control, it requires that one has the levers of control in one’s hands and that these levers can
be used to generate the desired outcome, while not all capability or achieved functionings do
necessarily require activity or influence on the state of affairs by the person enjoying the
(potential) functioning.7 This is important to note, since an overactive view of well-being
Sen (1985) makes a distinction between ‘effective power/effective freedom’ and ‘control’ as two
distinct elements of freedom. On effective ‘power’, the coming about of a desired situation, he writes:
“A person's freedom may well be assessed in terms of whether the person is free to achieve one
outcome or another; whether his or her choices will be respected and the corresponding things will
happen. This element of freedom, which I shall call effective power, or power (for short), is not really
concerned with the mechanism and procedures of control. It does not matter for effective power
precisely how the choices are "executed." Indeed the choices may not even be directly addressed.
Effective power can take note of counterfactual choice: things might be done because of knowledge of
what the person would choose if he actually had control over the outcome.” (208/209)

7

Procedural control, or control (for short), as an element of freedom, on the other hand, is distinguished
as:
“the person is himself exercising control over the process of choice. Is he actively doing the choosing in
the procedure of decision and execution? … It does not matter for freedom as control whether the
person succeeds at all in achieving what he would choose.” (idem)
Sen has changed his terminology somewhat (from effective power to effective freedom, see Cohen
1994:121). In another instance Sen (1983: 18-20) speaks of indirect liberty as opposed to direct
control), what is important here however is that he distinguishes two aspects of freedom: the coming
about of a desired situation (effective power/freedom, irrespective of the specific way in which it
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might be prone to or be captured by views that negate the importance of forms of public
policy while one’s freedom, well-being and fulfillment of ethical preferences can be greatly
enhanced by institutions, public action and policy even if one does not have a direct control or
a say. For example for those coping with the negative consequences of criminality in their
neighborhood or life in a malaria-vested environment, a crime- or malaria-free environment
would constitute greater freedom, even if this would not require any specific action on the
part of the individual enjoying the crime/malaria-free environment. (Sen 1985: 211)
Freedom is thus determined by agency as well as non-agentic sources of potential - and
achieved functionings. However even in these cases of non-agentic sources of possible
functionings, that is situations where control is lacking and so agency is lacking, the
framework is still one of respecting the person as an agent. These functionings are counted as
part of the freedom/capability space because and if the individual himself is known to value
this outcome. In all examples Sen gives of achieved functionings (in contrast to ‘having a
choice’) as contributing to freedom, the agency of the person is respected by opting for the
outcome that he would have chosen himself if he had the possibility to choose to do so and
because of the fact that he would have chosen it himself (e.g.: Sen 1985: 220–11). Although
freedom consists of agency and non-agentic sources of functionings, it is thus nevertheless the
person respected as an agent with preferences regarding outcomes and processes that
determines whether one situation is evaluated as affording greater freedom than another.

comes about) and the process through which the situation comes about (whether or not the individual
himself is exercising control). One may well speak of freedom when one or another of these elements is
absent. Agency requires what Sen calls “procedural control” and is also not independent of what he
calls “effective power”; it requires some action by which power is exerted and it requires that the
desired outcomes be in reach.
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Summary
Agency
A human agent is a person or collection of persons who a) have the ability to exert power so
as to influence the state of the world, and b) do so in a purposeful way and in line with selfestablished objectives. Agency requires that one has the levers of control in one’s hands and
that these levers can be used to generate the desired outcome.
The intrinsic value of agency lies in the normative force of being able to choose and to act as
opposed to merely being acted upon. Agency is an inherent aspect of an individuals’
personhood - an intrinsic part of being human - and among the most fundamental human
psychological needs the frustration of which is truly damaging to a well-lived life. Agency and
freedom are furthermore instrumental to persons’ well-being. A lack of agency has many
adverse behavioral, psychological and physical health consequences and negative impacts on
social dynamics. Agency has also intrinsic value, simply because individuals desire it and have
a preference for it - over and above the instrumental value their agency might have for them.
Freedom and agency in the capability approach
Substantive freedom - the ability, liberty and opportunity - to be and to do, is the basis for the
capability approach to welfare and policy evaluations. Next to ‘functioning’ (beings and doings
that a person enjoys) and freedom understood as capability (the totality of functionings that
are open to a person) agency is the third core concept of the approach. One can therefore
speak of an agency-oriented capability approach.
Respect for the person as agent is an important reason for choosing freedom as the basis for
evaluation. Agency is a crucial constitutive part of and causal factor in that freedom. It defines
what is to be counted as valuable freedoms and legitimizes capability as the normative base.
The substantive freedom to do and to be can be conceptualized to a large part in terms of the
level of agency one possesses. Even in cases of non-agentic sources of functionings - beings
and doings that do not require participation, activity or influence on the state of affairs for
their coming about - agency in its preference aspect defines what is to be counted as valuable
freedoms and the framework is still one of respecting the person as an agent.
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addendum | Freedom or Happiness?

As part of the general movement to base economic policy on something other than
growth or 'efficiency’, the view that sees happiness as the ultimate goal in life and
therefore as the main objective of policy has gained more wide spread sympathy.
In this addendum I critically discuss subjective well-being (SWB), happiness and
satisfaction as an informational basis of evaluation and policy goals, and look at how
SWB and SWB-measures fit in the framework of the capability approach. I single out
subjective well-being for several reasons. For one, the subjective well-being approach is
a main contender to freedom as the informational basis of evaluation in welfare
analysis. As such it deserves to be dealt with, in the process also sharpening our
understanding of what capability analysis entails. Despite the discrepancies on the
foundational level, and despite truth in Flavio Comim’s (2005) observation that
“overlap in their object of research does not appear to be accompanied by any
considerable acknowledgment of the vast work that has been produced in the two
fields” and that “[i]t is in fact quite remarkable how both CA and SWB theories seem to
turn their backs on each other’s contributions” (162), both approaches touch upon
dimensions of human life and well-being that are fundamentally important for and to
individuals, and no researcher working within one of these fields would deny the
relevance for human well-being of the concerns of researchers working in the other
field.
Secondly, feeling well, and feeling well with one’s life, life domains and with the state of
the world, is an important functioning and therefore of relevance to the CA.
Furthermore, it is a functioning that people often rate as the most important goal in life
(Veenhoven 1993: 4).8 Lastly, whenever and wherever one finds great disparities in
levels of SWB (and well-being in general), one shall also usually find great disparities in
power and control and the ability to act on self-determined objectives. This is true
within nations, groups, tribes or corporations as it is among them. As a consequence it
becomes more pertinent to explicate the ways in which SWB is related to the CA.
I start off with investigating into some of the shortcomings of subjective well-being and
satisfaction data as informational basis of evaluation and as policy objective. In section
(3.2) I go deeper into how SWB and SWB-measures fit within capability analysis and the
capability approach.

Ruut Veenhoven (1993: 4): “During the last decades several survey studies have been
performed on value-priorities in modern western nations. The best know of these is the World
Value Study ... . These studies show top ranking for happiness, typically above other endgoals of
social policy such as raising the material standard of living and achieving greater social equality.
This finding pleas for the inclusion of happiness in evaluation studies.”

8
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- Limitations of SWB-measures from an agency and freedom perspective
There is important consensus in the psychology literature that self-reported happiness,
or more accurately subjective well-being, consists of three different components:
namely, ‘cognitive evaluation’, ‘positive affect’ and ‘negative affect’ (e.g. Ed Diener 1994;
Ribert Biwas-Diener et al. 2004: 19; Ruud Veenhoven 1996: 3). Cognitive evaluation,
which is strongly linked to satisfaction, concerns a mental activity of comparison and
evaluation. It is a comparison between one’s current situation with what one aspires to
have or to be and with one’s experiences in the past and one’s expectations for the
future. Affect on the other hand, is a hedonic experience. It is much less associated with
the mind as an evaluator, but instead with feelings. Cognitive evaluation, positive affect
and negative affect can be seen as three distinct dimensions of subjective well-being.
Different questions to measure subjective well-being (SWB) will elicit answers with
different mixtures of these categories. There is some debate about whether satisfaction
(primarily involving cognitive evaluation) or affect (part of what Daniel Kahneman
(2000) calls ‘objective happiness’) should be counted as a better measure of SWB.9
That SWB is an intrinsically important goal in people’s lives and that it is an essential
element of the good life is practically undisputed. There are however two stances
towards subjective well-being as a basis for welfare evaluations and policy. One stance
is that SWB is the only intrinsically important facet of life. This is for example YewKwang Ng’s10 position:
“I quite agree that some of our desires are not based on hedonistic considerations.
However, I believe that the satisfaction of desires or preferences as such has no
intrinsic normative value; it is the effects on happiness that is ultimately valuable.”
(1999: 208) … “It is uncontroversial that happiness is intrinsically good. The
controversial part is saying that it is the only thing that is intrinsically good. I have
argued for this … .” (idem: 210)
The other stance towards SWB is that it is an important element, amongst other elements, of
life. Such is the stance from a capability approach perspective. The CA literature
acknowledges the importance of SWB to human life and as being part of the basis for welfare
evaluations. Sen, for example, notes: “The inability to be happy … will be widely recognized
as a failure of an important functioning.” He only concedes that it is “not the only important
Within the ‘Economics and Happiness literature’ the overwhelming majority of studies are
concerned with life or domain satisfaction questions. This seems to be more driven by the
availability of data than by a substantive discussion and reasoned consensus that satisfaction
data is sufficient for measuring subjective well-being as a psychological construct, as a base for
moral reasoning or as policy goal.
10 Ng, a welfare economist, is one of the few economists who have had a longstanding interest in
subjective well-being and has long been arguing for basing welfare evaluation and economics on
‘happiness’ (see for example: Yew-Kwang Ng (1980, 1978). Richard Easterlin (1974, 1995) and
Tibor Scitovsky (1976) are other early examples from within economics.
9
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one”. (1993: 37) The reason for Sen and others working in the CA tradition to endorse this
latter instead of the former stance is straightforward: SWB is informationally too limiting for
welfare evaluations from the perspective of agency and freedom, because SWB is only one
part of one’s well-being and one’s well-being is only one part of one’s overall goals (Sen
1993).
Veenhoven, however, seems to dispute the informational limitations of SWB. He argues that
SWB is the most inclusive measure of individuals’ well-being:
“Happiness and longevity indicate how well a person’s life - abilities ‘fit’ the conditions in
which that person lives, and as such …. Happiness is a more inclusive merit than most other
values, since it reflects an optimal combination.” (Veenhoven 2004: 13).
There is much merit to this argument, as it rightly draws attention to the ‘signaling function’
of SWB. Indeed, as will be argued below, this is one of the important roles that SWB
measures have to play. But although Veenhoven shows that life-satisfaction is tied up with
many factors that one would regard as important in life, this argument is insufficient
nevertheless in light of freedom and agency. In part this is because one has to distinguish the
space of information from the weights attached to elements in that space. For example,
having a body that can perform all of its ordinary functions is important to people. In so far
as SWB measures are sensitive to this, the measures indeed would ‘pick up’ on this
information. But the ‘in so far’ part of the argument is crucial, because it means that the
importance people attach to their health need not show up to the same degree in SWB
measures. Paraplegics, for example, seem on average not to experience the decrease in SWB
that one would expect, because people adapt their goals and redirect their attentions so that
self-reported SWB bounces back from its initially low level (see Kahneman and Sugden
(2005)). Easterlin (2004: 28/29) argues that although adaptation does occur, it is not perfect,
disabled people are on average less happy/satisfied with life than people who are not
disabled. Even if adaptation in SWB terms were perfect, however, that does not mean that if
one had the chance not to be paraplegic, that one would be indifferent to it. The same goes
for partial adaptation: the impact of being disabled on average self-reported SWB does not
necessarily provide reliable information on the strength of one’s legitimate wish not to be
disabled.
Similarly, Veenhoven (1993: 3) reports: “Manning-Gibbs (1972) inspected whether 20 years
of Black emancipation had resulted in a greater appreciation of life among Black Americans.
He found the reverse to be the case.”11 And Robert Lane (1991: 522) for example, cites a
study by Abbey and Andrews: “Experiencing high levels of both social support and internal
control seems to be no more beneficial than experiencing high levels of either one alone”.12
The reference from Veenhoven is to: Manning Gibbs. (1972). Relative deprivation and
selfreported happiness of blacks: 1946-1966. Unpublished doctoral dissertation, University of
Texas at Austin.

11

12

Abbey, Antonia and Frank M. Andrews. (1986). Modelling the psychological determinants of Life
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Again, in Lane’s example, the fact that social support and internal control seems to be no
more beneficial to subjective well-being than experiencing high levels of either one alone,
does not mean that one has no reason to lament the fact that one lacks either one of these
elements, or that one would consider a situation in which one experienced both social support
and internal control instead of only either one of these, as one in which one is equally welloff. And analogously, in Veenhoven’s example: elements of ‘black emancipation’ can be
deemed desirable by individuals themselves, apart from subjective well-being outcomes. 13
More generally, even if SWB measures pick up information on all or most of the important
elements of life, information on the relative importance of goals and circumstances gets lost
or transformed in the translation of life circumstances and abilities into SWB. Thus although
Veenhoven (1993: 9) maintains: “Happiness is . . . sufficiently sensitive for amelioration or
deterioration of life”; it is not clear on which exact grounds he concludes that it is sufficiently
sensitive. In fact no single informational base is sufficient to capture the complexities that go
into the process of moral and social evaluation and of policy implementation.14 The merit of

Quality. In: Frank M. Andreas (ed), Research on the quality of life. MI: Institute for Social
Research: Ann Arbor.
Or, lastly, consider a more hypothetical situation. Diener et al. (1980) think that: “few people
would choose to have their brain placed in a jar of joy juice that would give them pleasure for 50
years, but without any knowledge of the outside world” (35). If that is true, at least for some part
of the population, then joy is not the only thing that people feel they have reason to value.

13

That SWB is not the only important goal, either as a goal in life or as a basis for policy, is
readily admitted by most SWB researchers. Thus Kahneman and Sugden (2005) list among
objections to experienced utility (affect) as a standard of policy evaluation:
“human well-being may be thought to depend, not only on the sum of moment-by-moment
affective experiences, … but also on other aspects of life, such as autonomy, freedom,
achievement, and the development of deep interpersonal relationships, which cannot be
decomposed into momentary affective experiences” (176) … “experienced utility is a
component of the social good and hence that measures of experienced utility provide useful
information (but not the only useful information) for policy-makers.” (178)

14

Similarly, in their discussion with Ryff and Singer on psychological health, Diener et al (1998)
note:
“Subjective well-being, people’s evaluation of their lives, is an indispensable component of
positive psychological health, although it is not a sufficient condition for it” (33). “Just as Ryff
and Singer’s values are not sufficient for us to judge a person in a positive way, subjective
wellbeing is also not sufficient. We believe that subjective well-being is a necessary ingredient
of the healthy life, but not a sufficient one. Just because subjective well-being is not the only
value, however, does not mean that it is not an extremely important one” (35). “Although
people do not cherish subjective well-being to the exclusion of other values, most think it is
important” (36).
There is thus among leading SWB-researchers some consensus that SWB is not the sole
phenomenon relevant as measure of wellbeing and as policy aim, but that it is an important
dimension of it.
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the CA as a framework lays in the fact that it does not preclude any functioning, any being or
doing, from welfare evaluations.
Stemming from this, another argument in favor of agency and freedom as basis for welfare
evaluation and policy is that it is presumed to introduce less ‘distortions’ than other
measures. Alkire (2005) writes:
“Income, happiness, and commodities are obviously important. The problem is that if
policies aim only to increase one of these, they may unintentionally create distortions. This
is because policies are blind to common sense adjustments. For example, if a program aims
to maximize individual income, it may force indigenous people, subsistence farmers, or
stay-at-home mothers to take paying jobs because otherwise they appear to have no income.
The capability approach argues that focusing on freedom is a more accurate way to build
what people really value. Focusing on freedom introduces fewer distortions.” (2005: 1)
It is this multi-facettedness and broadness of its informational base, together with the central
importance of agency in freedom, that should make the likelihood of ‘distortions’ less. As is
argued below this also means however that SWB needs to be taken explicitly into account.
Both as an important state of being and because a ‘Freedom + SWB approach’, that is a
capabilities approach to well-being for policy purposes that integrates SWB considerations
and data, will introduce still less distortions.

- The place of subjective well-being in the capability approach and welfare analysis
That subjective well-being is relevant for the capability approach should not be an object of
controversy, since as an important functioning it naturally is an element of freedom and
capability. The objective here is to more exactly determine SWB’s position as a functioning
vis-à-vis agency. The relevant question from a CA perspective is whether individuals have
the freedom to opt for the means and ways of life that would foster their SWB.
Frame-of problem / context of discovery: SWB as a functioning
One of Sen’s arguments against utilitarianism or happiness as the sole normative base for
welfare evaluations has to do with the fact that people may and do value other things besides
their own happiness and even besides their own well-being, and can find such things as
‘saving the spotted owl’ important too. This argument is an instance of the general argument
I made in the previous subsection that SWB is informationaly too limiting for welfare
evaluations. However, a lot of times ‘the spotted owl’ is not the issue, and the

questions at hand do pertain to the well-being and with it to the subjective well-being
of individuals.
Thus in a lot of instances subjective well-being will be part of the frame of the problem.
Freedom is not an unqualified ‘freedom to achieve’, but the answer to the question:
‘freedom to experience or achieve what?’ will be: ‘freedom to experience happiness’. In
this respect SWB is a frame of the problem because it is the functioning one is interested
in. Furthermore, the domain with which ‘agency’ is involved is so broad that a selection
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mechanism of problems is needed that puts, always tentatively and for the moment,
practical demarcations to that domain. This does not mean that happiness is the only
way of putting practical limits to the space of concern. But it is one possible and
important way, given the stated importance of SWB to people themselves.
The problem then revolves around different ways of achieving or possessing this
objective of happiness. A capability approach that prioritizes agency, will ask: in what
ways do people lack the ability (the agency) to obtain or bring about the conditions of
SWB under consideration, or how can (individual or collective) agency be facilitated so
as to make it possible that people can obtain or bring about these conditions? However,
when agency is not possible or cannot lead to the desired goal (agency can’t bring about
the specific condition for SWB), then targeting SWB, and more generally functionings,
directly has to be considered. The problem, then, is to examine whether and how agency
is hindered, whether and how agency is a possible solution, and if agency is impossible,
unlikely or too ‘costly,’ whether and how well-being or happiness can and should be
facilitated by other (non-agentic) means.
Thus for example in the case of ‘black emancipation’ in the U.S. having resulted in a
lower life satisfaction and in the case of a similar observation by Veenhoven on ‘female
emancipation’ in the west, a freedom perspective does not, based on these SWB data,
jump the conclusion of the desirability of ‘emancipation’. Rather one asks ‘what
countervailing forces, what freedom limiting social and personal elements, are behind
SWB failing to increase for these groups?’ As far as the informational basis of evaluation
is concerned, this is where the happiness approach stops, work for an agency and
freedom is just beginning with the discovery of the fact.

SWB’s signaling function
Reality is a more messy and complex business than abstract principles, which means that
distortions in the translation of principles and aims on paper into practice always occur in one
way or another. This is true for agency as it is for GDP and SWB as measures of welfare and
a basis for policy. In the case of agency, the different aspects, elements and facilitators of it
can be in quite complex interaction which each other. And policy, even if thought out
carefully and with the best of intentions, can have unforeseen consequences due to problems
in implementation. Therefore there are good reasons for maintaining an open attitude towards
diverse channels and kinds of information. SWB has a signaling function in this respect.
Veenhoven (2004: 13) writes on the signal function of happiness:
“[T]here are limits to most values, too much freedom leads into anarchy, and too much
equality leads into apathy. The problem is that we do not know where the optimum level
lies and how optima vary in different value combinations. Here again, happiness is a useful
indicator. If most people live long and happily, the mix is apparently livable.”
Veenhoven argues thus that subjective well-being functions as a weighing scale for values.
Signaling - through its fluctuation between subjective well - and ill-being - whether too much
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or too little of a value or institutional practice has been added to the mix of ingredients that
enter an individual’s live. This is a strong case for utilizing SWB information as indication of
whether the extent and nature of people’s substantive freedom and consequent achieved
functionings is ‘livable’ or not.
This case for the signaling function of SWB is further reinforced by the fact that
‘satisfaction’ as part of SWB, seems to important degree explicable in agency terms. An idea
that enjoys considerable support within the SWB literature is that satisfaction with life and
with particular domains of life depends on the gap between one’s goals, needs and desires
and the attainment and fulfillment of those goals, needs and desires (e.g. Easterlin 2006: 469;
Diener 1994).15 As can be seen, satisfaction is here a function of agency in both of its aspects,
since one’s objectives and the power to attain them determine the level of satisfaction.
Behind this is the following more general structure of argument relating SWB and agency: If
SWB is a goal in life or within a particular domain of living, then relatively low levels of
SWB or the existence of differential levels of SWB between groups of people, implies a lack
of volition and agency on the part of those who are worse off in terms of SWB. Otherwise,
presumably, this lack or difference in SWB would not occur. In some cases it is rather
straightforward that a low or a differential level of SWB is an indication that one lacks or
enjoys lower levels of agency. If one lacks the basic material means to be satisfied with one’s
life, one can in a lot of instances safely deduce that the lack of those means is not voluntary
and thus that one lacks the power and ability to provide in them. Although in this case of the
insufficiency of material means, the power and control aspects of agency come perhaps more
readily to mind, it should be noted that within the SWB framework both aspects of agency –
power and control as well as goal determination – are relevant for explaining the levels of
SWB. Since the gap between one’s goals, needs and desires and their attainment or
fulfillment, depends as much on those goals and desires as it does on the ability (including
the social and personal resources needed for it) to reach them. Much like the metaphor of the
scissors that cuts with two blades that is used in economics as a metaphor to illustrate that
supply and demand cause in conjunction the level of prices, so too agency’s power and
control aspects – what one can do and be – and its values and goal aspects – what one wants,
desires or needs to do and be – determine in conjunction the level of SWB. Easterlin (2006)
puts this clearly:
“Statements about satisfaction in each domain are, in turn, viewed as reflecting the
extent to which objective outcomes in that domain match the respondent’s goals or needs
in that area. In the domain of family life, for example, one’s goals, simply put, might be
a happy marriage with two children and warm family relationships. Satisfaction with
family life would reflect the extent to which objective circumstances match these goals
– the greater the shortfall, the less the satisfaction with family life. Overtime,
subjective goals, objective circumstances, or both may change, and thereby alter
judgments on domain satisfaction. Given objective conditions, goals may be adjusted
to accord more closely with actual circumstances, in line with the process of hedonic
adaptation emphasized by psychologists. Given goals, objective circumstances may
15

For more references see Diener (1994).
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shift closer to or farther from goals, altering satisfaction along the lines stressed by
economists” (469, my italics).
Connected to this, I noted above (section 3.1) that one argument motivating agency and
freedom as basis of welfare evaluation and policy is that it introduces less ‘distortions’
than other measures (Alkire 2005). However distortions in the translation of principles
and aims can always occur when trying to be put them in practice. This problem is
further confounded by the fact that many important concepts and realities that go into
the analysis of agency and capability and might be targeted by policy efforts, are multifacetted, context, role and person dependent and its determinants in complex
interaction with each other. Therefore there are good reasons for maintaining an open
attitude towards diverse channels and kinds of information, including information on
SWB. A case in point is for example employee empowerment and participation in
organizations and firms. Fosterman-Fish et al. (1998), for example, underline and show
through case studies that empowerment as “the process of gaining influence over
events and outcomes of importance to an individual or group” can mean different things
to different people and vary in form across settings and time and that thus “the desires
for, pathways toward, and manifestations of empowerment will vary significantly
depending upon the population we target, the setting we examine, and the point of time
we witness” (508).
Although as argued earlier, SWB information is in itself not a substitute for information
on agency, findings on SWB can prompt us to delve deeper into the determinants of
agency (context of discovery) or can give more confidence in having increased agency in
a certain setting (signaling function). I noted that SWB is bound up with agency in both
its aspects. Given desires, needs, goals objectives etc., an increase in power and control
should lead to an increase in satisfaction (at least domain - and aspect - if not lifesatisfaction). If empowerment increases people’s agency power, one could expect (in
the absence of adaptation) that it also increases satisfaction or SWB in general. Thus
‘empowerment’ practices that fail in this respect might prove not to be empowering at
all in their net effects, while an empowerment practice that raises SWB and satisfaction
can be more trusted to be empowering than an empowerment practice that has a
negative effect on SWB.
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2 | THE SOCIAL NATURE AND DETERMINATION OF FREEDOM

The role that collectives and social institutions play in people’s lives and their impact on
actual freedoms is far-reaching. Sen and more generally work done under the capability
heading have been criticized for being too individualistic in orientation. In demanding a
more direct appreciation within the capability approach of the social nature and
determination of people’s doings and beings, some critics have come to speak of
‘collective’, ‘social’ or ‘group-capabilities’.16 Emphasizing thereby the fact that the beings
and doings individuals experience are fundamentally dependent on social structures
and peoples’ collectives.
Here I look in subsection (a) at the meaning of ‘collective capability’ and convey the
controversy surrounding the concept in the capability literature. I explain, in light of
this controversy why speaking of a collective’s agency and ‘collective agency’ rather
than of collective capability is conceptually more sound and resolves the controversy. In
subsection (b) I look at how a collective’s agency and collective agency fit in and relate
to the conceptual framework of capability analysis and its place in evaluation analyses
that takes freedom as its informational basis of evaluation.
In the addendum to the chapter I relate the concept of collective agency to the more
commonly used concept of ‘collective action’.

a. Collective capability and collective agency

Collective capabilities
- Definition
Although there exists contextual differences in use by different authors and sometimes
conceptual unclarity surrounds the term, Solava Ibrahim’s definition of collective
capabilities covers most of the ground:
“Collective capabilities are … choices that the individual alone would neither have nor be
able to achieve unless s/he joins a collectivity… .” (2008: 1)
Ibrahim writes here from the specific vantage point of self-help groups. Broadening
‘collectivity’ to encompasses not only self-help groups but more generally capturing

See among others: Evans (2002), Deneulin (2011, 2008), Stewart (2004), Ibrahim (2008),
Comim (2008) and Deneulin and McGregor (2010).
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anything from households to societies, and broadening the informational space from
‘choice’ to ‘beings and doings’ in general, we may put the definition as follows:
Collective capabilities indicate capabilities that individuals enjoy by virtue of being
part of a group or collectivity, and beings and doings that the individual alone would
not be able to enjoy.
Frances Stewart (2004) distinguishes three general ways in which collectives and social
structures affect individual capabilities and well-being, namely:
1. “As a direct source of well-being (or indeed ill- being).” By this is meant what might
be called the ‘intrinsic importance’ of the collective activity for the individual. That
is, above any instrumental value or ‘functional’ benefits the activity might have:
such as better health or a higher income due to the activities of the collective.
Stewart distinguishes two forms of direct well-being: a) well-being arising from
being part of an association/group as such. For example increased self-respect and
feeling of empowerment as a result of partaking in a women’s production
collective. And, b) well-being effects that arise because “a person’s well-being is
affected by how well the group they identify with is doing.” Examples Stewart gives
are: pride in children’s achievements by family members, football supporters
elation or depression arising from the performance of their team, and members of
an ethic group feeling depressed by the low esteem and position of the whole
group.17
2. Instrumentally. This is the most generally acknowledged role collectivities play in
individual well-being and capabilities and concerns the ‘functional benefits’
collective activity and social institutions can provide. For example, ‘claim groups’
“intended to improve the share of resources or power of their members”
contribute instrumentally to individuals’ freedom and well-being by increasing
their resources and agency.
3. Through shaping individuals. A third way in which social structures and groups
affect individuals’ well-being and capabilities, is as “a dominant influence over
preferences and values,” thereby either “leading to the promotion of valuable
capabilities” or to the contrary supporting “choices favoring non-valuable ‘bad’
ones.”
To these considerations we can add a fourth way in which collectives provide freedom:
Note that although both forms of ‘direct well-being’ concern identification with a group or
category of people; the first form of well-being is also based on one’s own role and functioning,
while the second type of well-being arises from what one might call ‘pure identification’, in
which one does not have to play oneself a role in outcomes and derives well-being as a
consequence of the mere fact of identifying with a group.
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4. Collectives make possible different ways of life – make possible living according to
different values and concomitantly having different daily practices and experiences. The
value of this forth point, i.e. the value of the freedom for different cultural lives to exist
and flourish, comprises elements of all three categories.

- The collective capabilities controversy
The term ‘collective capabilities’ has not found a warm welcome with the CA’s main
protagonists. This is for the most part not due to a principled difference of views on the
relevance of social institutions and collectives for the coming about of capability. Both
sides in the controversy agree on this. The controversy surrounding the concept does
however make the place of ‘the social’ within the CA, and the position of CA theorists on
this, clearer. This position can be summarized as follows:

- On the level of the informational basis of evaluation, only information on individuals’
capability is relevant. Social structures and collectives have no direct relevance for
the informational base; they have relevance only in so far as they show up as valued
functionings by individuals.

- The capability approach is fundamentally tied up with this evaluative base. It has no
causal analysis or theory of itself.

- Social structures and collectives are indeed important determinants of capability.
Applied or policy relevant CA should and does take them into account. (Albeit
currently there might or might not be a shortage of explanatory and ‘prospective’
work done within the approach that takes the influence of social structures and
collectives into account.)
The first point - that structures and collectives have no direct relevance for the
informational base, and only have relevance in so far as they show up directly as valued
functionings - follows from the capability approach’s ethical individualism. This ethical
individualism, as Ingrid Robeyns points out in her reaction to critics, postulates that:
“individuals, and only individuals are the units of moral concern.” Thus in this view
“when evaluating different states of social affairs, we are only interested in the … effects
of those states on individuals.” (Robeyns 2003: 44)
Sen too, although accepting that something like the capability of collectivities exists,18
makes the argument that these capabilities are as such not part of the evaluative logic of
For example Sen (2009): “Capabilities are seen primarily as attributes of people, not of
collectivities, such as communities. There is, of course, no great difficulty in thinking about
capabilities of groups. For example, if we consider the ability of Australia to subdue all other
cricket-playing countries … the object of discussion is the capability of the Australian cricket
team, not of any particular Australian cricket player.” (244)
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the capability approach and restricts the “relevant capabilities that are considered
valuable, only to those of the individuals, and not of groups.” The reason why group
capabilities – such as “the military strength of the American nation or game-playing
ability of the Chinese” – are excluded from the “discourse on justice or injustice” has for
Sen to do with the fact that:
“Since groups do not think in the obvious sense in which individuals do, the
importance of capabilities that groups have would tend to be understood … in terms of
the value that members of the group (or for that matter, other people) place on the
proﬁciency of that group. … [W]hile recognizing the profound interdependence of the
valuations of individuals who interact with each other. The valuation involved would
tend to be based on the importance that people attach to being able to do certain
things in collaboration with others. In valuing a person’s ability to take part in the life of
the society, there is an implicit valuation of the life of the society itself, and that is an
important enough aspect of the capability perspective.” (Sen 2009: 246, my italics)
This emphasis on the individual as the sole basis of evaluation and the denunciation of
the term collective capabilities (Robeyns 2005, Alkire 2008) seems furthermore to stem
from the concern of the capability approach with in-group inequalities, in particular
gender inequality. Alkire voices this concern:
“… group or collective capabilities, could also be understood as claiming (asserting)
that every member of the group/collectivity who enjoyed those capabilities valued
them. It is this kind of assertion of which Sen and Robeyns, as feminists, are wary, and
for this reason reluctant to endorse the term or ascribe “intrinsic” importance to social
structures.” … “[W]e can accurately assess the capabilities each person actually values
and has reason to value, and not stop short at the border of groups – which can,
unfortunately, be considerably more destructive towards some members… .” (Alkire
2008: 39, 40)
Whatever the merit of restating these well-known positions and legitimate concerns,
very few of the authors that are critical of the current state of the CA in terms of it being
overly individual oriented to the neglect of the social would argue against the fact that
welfare evaluations are ultimately based on (aggregations of) individual states or more
generally in reference to individuals. As far as most authors that utilize the term are
concerned, collective capability does not refer to the capability of a supra-individual
entity as an independent ground for evaluation, rather it refers to the social origin and
the nature of capabilities and functionings enjoyed by individuals. And every author
referred to above (subsection (a)) readily admits the lesser sides of social structures
and collectivities, their potential to create ill-being as well as well-being. The point can
be made even stronger: the differential impact of institutional structures and collectives
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on individuals’ capabilities and well-being is the main normative motivation to consider
structures and collectives in the first place.
Any intrinsic value of collective capabilities when implied generally refers to the fact
that groups, collectives, etc. can be “a direct source of well-being (or indeed ill-being)”
aside from their instrumental role in bringing about other more ‘functional’ benefits.”
(Stewart 2004) The term ‘intrinsic’ or ‘direct’ is here meant as juxtaposition against
‘instrumental’, and communicates that individuals have reason to value the properties
of the collective and/or its workings for its own sake. This can be hardly considered
controversial by CA theorists, since Sen is often quoted making the same distinction
with reference to, for example, the intrinsic value and importance of democracy.
Perhaps yet another way of saying this is that collectivities (apart from instrumental
effects, such as income) will show up in a person’s capability set directly, as for example
in ‘the possibility to experience community.’ Just as ‘health’ is taken to be intrinsically
important, here too the ‘experience of community’, which presumes a collectivity, is
intrinsically important apart and above the fact that community can be a source of
health too. Different from the example of health, but similar to democracy, the claim of
being intrinsically valuable, should not mean inherently valuable: that is valuable to
everyone in all concrete circumstances; let alone that this would be true for all forms of
community or collective. Thus although the concerns of the mentioned capability
theorists are valid in themselves, overly emphasizing the above points in reaction to
critics, seems not a fair appraisal of their writings or do justice to their concerns.

Collective agency
Part of the controversy discussed in subsection (a), stems from the double meaning
ascribed to ‘collective capability.’ As set out earlier, collective capability refers to the
capabilities that individuals acquire and experience through collectives and social
institutions. In one part of it’s meaning, in the realm of basic or final evaluation grounds,
it is the individual’s capability that is refered to: whether an individual has the real
option to experience a certain set of doings and beings. However in the realm of the
ability of bringing that capability about, it is the collective’s capability and the effects of
social institutions that are referred to.
As concerns the first of above meanings, capabilities that individuals acquire through
collectives and social institutions, I see no harm in following Sen, who prefers the use of
‘socially dependent individual capabilities’ to ‘collective capability’. Acknowledging that
the “intrinsic satisfactions that occur in a life must occur in an individual's life” but that
“in terms of causal connections, they depend on social interactions with others.” (Sen
2002: 85)
As concerns the second meaning, a collective’s ability of bringing capability and
functionings about, we have seen that Sen and for example Robeyns have no problem
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accepting that collectivities poses capability in this sense of the term. However in my
opinion one can’t speak of ‘capability’ proper in the case of collectives. This has to do
with an ontological difference between groups and individuals. For Sen, the relevant
ontological difference resides in the fact that ‘groups do not think in the obvious sense
in which individuals do.’ (Sen 2009: 246) We can however broaden this argument to
experience in general rather than thinking alone. That is, collectivities do not experience
in the sense in which individuals do, it are the individuals within collectivities who
posses the ability to experience. A collective can’t feel happy or depressed. A collective
can’t watch television, or enjoy an ice cream, experience love or have an insight. Though
these activities and states can be experienced collectively, it is individuals that
experience them. Lacking this capacity, speaking of a collective’s capability doesn’t do
enough justice to the term capability in this ‘experience’ aspect of the concept.
Note however, how this is different when we move to capability and freedom in its
aspect of the ability to bring about, to produce, create etc. In most activities, such as
those mentioned above, in bringing these activities about, although there too it are
individuals who produce, there is a component to the production that is over and above
any individual or even the simple sum of individual activities. In any synergetic activity
the result of that activity is not reducible to the individual actors. Hence the ability to
produce is in this case not an individual ability, but an ability of the collective. One can
off course speak of individual capabilities: ‘my capability to produce, my capability to
produce in a group, or even my capability to engage in synergetic production.’ And any
results or harvest of this synergetic activity will show up in individuals’ capability
space: ‘my capability to consume’ for example, or ‘my opportunity to engage in
meaningful work activity.’ However none of this is to deny the genuine capacity of
people’s togetherness or the influence of social institutions. The fact that a collective’s
capacity translates into individual capabilities that individuals posses does not negate
that capacity. Thus with some capabilities it is as accurate, if not more so, to speak of the
individual being part to a capability as it is to speak of the individual’s capability.

Collective’s agency
Although even Sen refers to this aspect of capability –i.e. the ability of a collective
irreducible to individuals’ abilities- as collective capability (Sen 2002) for reasons given
above the term doesn’t fit very happily here. Instead of speaking of ‘the capability of the
collective’, it is, in the current meaning we are discussing, more accurate to refer to the
collective’s ability, power, space, freedom etc. to act and bring about; or as I shall be
doing, to refer to it as an aspect of a collective’s agency.
To ascribe agency to collectives does not mean that a collective’s powers are detached
from the individuals making up the collective. It does mean that “common and
coordinated action … is a bearer of causal powers greater than that possessed by
individuals acting individually.” (Colin Wight 2004: 280) And although in this setting it
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are still individuals that act, their action is not individual but collective or
organizational, in the sense of two of Ronald Dworkin’s conditions for a ‘collective unit
of agency’: “First, collective agency presupposes acts socially denominated as collective,
that is, acts identified and individuated as those of a community as a whole rather than
of members of the community as individuals. Second, the individual acts that constitute
collective acts are concerted. They are performed self-consciously, as contributing to
the collective act, rather than as isolated acts that happen to coincide in some way.”
(1989: 485)
I conceptualize collective agency along the same two broad dimensions as individual
agency: the freedom and ability to decide on objectives (the ‘preference’ aspect of
agency) and the ability to impact the state of the world along the lines of one’s values
and preferences (the power and control aspect of agency). So how do these conditions
translate in the case of collectives? Here beneath we walk through these two conditions
for human agency, this time relating them specifically to collectives.
The first condition -ability to self-determine objectives- means that a collective –as a
distinct group of people- can determine its values and objectives relatively
autonomously. Not hindered, for example, by outside money providers that interfere
with it, or by downright censorship of goals and values. Although in this last instance
one is perhaps inclined to think of the lack of freedom in political dictatorships, the
category is much broader. For example, a company owned by a holding firm does not
classify as a collective possessing agency in this respect, since management and
workers cannot decide to transform it in say a non-profit social enterprise or for that
matter anything other than a vehicle for profits .19
The second dimension of agency refers to the actual powers that the collective has in
pursuing its objectives. This ability to influence the state of the world is a function of
many overlapping and mutually determining elements, such as the collectives in-house
resources (e.g. money, quality of personnel, perceived collective efﬁcacy20 etc.), the
If we refer back to the contrast of the meaning of ‘agent’ in the principle-agent framework in
economics and game theory, and the use of the term “in its older –and grander– sense” as
someone “who acts and brings about change, and whose achievements can be judged in terms of
her own values and objectives” (Sen 1999: 12); the workers and managers of the above company
and the company as collective, are thus agents in the principal agent literature sense of the word,
and not in its earlier ‘grander’ sense.
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According to psychologist Albert Bandura, beliefs in efﬁcacy are the foundation of human
agency, since “Unless people believe they can produce desired results and forestall detrimental
ones by their actions, they have little incentive to act … .” He also holds that “perceived collective
efﬁcacy is an emergent group-level property, not simply the sum of the efﬁcacy beliefs of
individual members.” (2001:10) Collective efficacy beliefs are an asset, stronger perceived
collective efﬁcacy leads among it’s members to: higher group aspirations and motivational
investment, stronger staying power in the face of impediments, higher resilience to stressors,
greater performance accomplishments. (idem: 14)
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institutional environment (e.g. it’s enforceable rights, obligations, expectations), the
power resources of its opponents, market conditions, ideological conditions and such
abilities as to create and disseminate information and the ability to influence the media
etc. which depend in more or less complex ways on former elements.21
Thus up to this point we have disaggregated the meanings of collective capability into
‘socially determined individual capabilities’ and a ‘collective’s agency’. Two further
concepts introduced below -‘collective agency’ and ‘macro capability’- will further
complete the picture. In this subsection I set out the conception of these. In the next
subsection I consider their relation to individual freedom.

Collective agency
With the two pillars of agency – the power to influence the state of the world and the
self-determination of goals - I have specified the collective’s agency. Thus far nothing has
been said about the role of individuals within the collective. The conceptualization of
collective agency - as opposed to a collective’s agency - requires further that agency is
held collectively. That is, not only does the collective exhibit agency as collective, at the
same time the individuals that form the collective should retain their agency. This
entails, among other things, the requirement that each member has the possibility to codetermine the objectives and strategies of the collective, and that those entrusted with
the task of execution are accountable to those individuals or their representative
bodies. In more formal settings this will usually require some form of voting mechanism
and deliberation. But other forms of influence on the goals of the collective are possible.
Put differently and more generally, I define collective agency as:
‘a collection of persons having the ability to exert power in line with self established
objectives.’ Since a collective does not have a ‘self’, collective agency requires that goals
are in one way or another commonly established by individual members, thereby thus
not negating their agency as individuals.
Just as freedom is not about the binary ‘free/unfree,’ but rather about the extent of
freedom and unfreedom; agency (collective and individual) too is a matter of degrees
and defined over different dimensions.

It follows that the more power an actor has, the better capable it is in fulfilling its goals and
preferences. However, the conditions of ‘self-determination of objectives’ and ‘power’ resources
can be in tension if in practice it proves necessary to balance ‘values’ against ‘means’ in order to
be able to exert influence to attain those values. That this kind of tension can be very real is
witnessed for example in a book edited by ‘INCITE! Women of color against violence’ (2007)
with the telling title: “The revolution will not be funded. Beyond the non-profit industrial
complex.” Outside money or subsidy providers mingling with the goals and values of an
organization is just one example of this.
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One important differentiation of dimensions is between the real possibilities an
individual or collective has within a given social framework and the possibilities it has
to change that social framework so as to further his own and others’ possibilities for a
valued life. These different degrees and sorts of agency power have been referred to as
‘power’ and ‘meta-power’ respectively, with power referring to the ‘[ability of] actors,
within a framework or rules of the game … to select preferred outcomes … ’ while metapower refers to the fact that: “Every social actions exist under some [..] framework
which acts to place limits on [and facilitate] the action, outcomes, and actor-orientation.
Meta-power is [the ability to influence or alter] this framework.” (Skelic 1989: 275, text
in brackets my addition). Naila Kabeer (1999) draws attention to another important
related dimension of agency, its “transformatory significance,” by which she
understands: “the extent to which the choices made have the potential for challenging
and destabilising social inequalities and the extent to which they merely express and
reproduce these inequalities.” (461) In her conception, Kabeer does not characterize an
increase in agency as ‘empowerment’ if it does not bring with it transformatory
potential. Sharon Hays (1994) makes the same distinction between structurally
reproductive agency and structurally transformative agency, and shares my conception
of agency as being one of gradations: “Although we should conceive of agency, then, as
emanating from (and generally reproductive of) structural processes, in determining its
transformational possibilities it is its structural impact with which we should be
primarily concerned. Agency, then, occurs on a continuum from the structural
reproduction … to the structural transformation of successful revolutionaries” (63/64).
Thus, summarizing, disaggregating the concept of collective capability, one can,
following Sen, speak of socially determined individual capabilities to indicate or stress
the different ways in which individual capability and functioning (beings and doings)
are socially constituted. I further specified this social determination of individual
capabilities by conceptualizing a collective’s agency and collective agency along the two
lines of ‘power’ and ‘self-determination of goals and preferences’, with for the
conceptualization of ‘collective agency’ the added requirement that the goals of the
collective are commonly established by individual members in order to be able to speak
of collective agency.

Macro capabilities
There is one last conceptual consideration that needs to be made. A collective’s agency
refers to the various states of the world that the collective due to its agency power can
bring about in line with its objectives. There are however states of the world that come
about which are in line with the interests of the collective, and thus add to its capability,
but which are not primarily due to the collective’s own agency or powers. For example,
a labor union may have considerable say on working conditions due to the specific
institutional setup in a country that accords unions such rights. Unions in this case are
able to pursue some of their objectives successfully. However, if this option open to
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unions is not due to their own relative power, but is rather accorded to them by the
‘capitalist class’ - either out of benevolence or because in some ways it is in their own
interest too - then the right and ability to co-determine working conditions is not so
much a result of the unions own agency power, as it is ‘given’ to them. Although it is
hard in such cases to speak of the agency power of unions, the right to co-determine
working conditions is a genuine freedom. Just as in the case of individual capability, one
can therefore discern a collective’s agentic and non-agentic (sources of) capability, that
together determine it’s room for maneuver and the things it can achieve.
In the case of individuals ‘capability’ or ‘freedom’ refers to the doings and beings made
possible through the ensemble of agency power and non-agentic sources of preference
satisfaction. It might therefore seem appropriate, in symmetrical fashion, to use the
same term in case of collectives and to speak of a ‘collective’s capability’ or a
‘collective’s freedom’ to refer to the ensemble of agentic and non-agenticaly determined
options open to it. Above we have however seen the conceptually problematic nature of
using the term ‘capability’ unclassified for collectives, stemming from the ontological
impossibility of collectives to experience. Although capabilities and functionings socially dependent or otherwise - are experienced by individuals; one can and needs to
speak meaningfully of freedoms of communities and collectives. To refer to the totality
of options – agentic and non-agentic - open for a collective I propose to use the term
macro capability. Where the added classification ‘macro’ communicates the different
nature of the capability from individual capabilities. Macro capability concerns the
substantive freedom collectives have in determining their surroundings and their own
fate. It concerns such things as whether an indigenous village has the freedom to live in
it’s natural surroundings without nature around it - and therefore it’s way of life- being
destroyed, or for example the policy space an industrialized nation has in pursuing a
more egalitarian income distribution.
Macro capability does not concern the freedom of any one individual person, rather it is
the freedom a collective has. Macro capabilities, delineating the available space of
actions of the collective as a whole, influence and determine the extent and nature of
individual capabilities and functionings of it’s members.

b. How collective agency and collectives’ macro capabilities relate to individual
agency and freedom
The most important critique levied against the term/concept of ‘collective capability’
stems from a concern that the concept implies or that the term can be taken to mean a
denial of significant disparities in peoples’ levels of capability within collectivities.
Alkire expresses in a clear way the opposition to the term stemming from this concern:
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“[T]he term … could assert, on behalf of each member of the group, that the capability
in question was valued by each member or expanded their capabilities uniformly. In
fact, participation in the group may often affect different people’s capabilities
differently, and people may also value the effects of group participation differently. In
particular, a group that benefits one subset of members may at the same time harm
another, and a claim that a structure or group “provided a collective capability” may
overlook some significant dis-benefits or heterogeneities.” (2008: 40, my italics)
Recall also the quote of Alkire pointing out that: “we can accurately assess the
capabilities each person actually values and has reason to value, and not stop short at
the border of groups – which can, unfortunately, be considerably more destructive
towards some members… .” As is clear from these and earlier quotes, the main thrust of
the critique against the concept has to do with what the term ‘collective capability’
implies for - heterogeneities in - individuals’ capabilities.
How than do the concepts ‘collective agency’ and ‘macro capability’ introduced in
section 2.1 fare in light of this critique? In order to answer this question, I explicate
more fully what the relation of collective agency and macro capability is to individual
agency and capability.

The causal and normative relation to individuals’ agency and freedom
Collective’s agency and macro capability
Macro capability and a collective’s agency concern the power and ability of a collective
to achieve various valued states of the world, irrespective of the organizational
structure and distribution of rights and obligations the collective internally has. Purely
conceptually the terms refer to the entity ‘collectivity’ and does not a priori imply
anything about the capabilities or agency of a specific individual or groups of
individuals.
The relation of macro capability and a collective’s agency to specific (groups of)
individuals’ capabilities and agency is causal rather than definitional. It stems from the
fact that in so far as individuals’ freedoms depend on the collective and it’s place in the
world, the collective’s agentic and non-agentic capabilities determine the boundaries of
the space of individuals’ capabilities, e.g. determine individuals’ potential capabilities.
The actual capability of specific (groups of) individuals will further depend on among
others the values of and social relations and distributions within the collective as well
as the place and importance of the collective within the wider social environment.
Macro capability and a collective’s agency may, and in general will, work out differently
for the capabilities of different groups of people within and outside the collective.
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To concretize this somewhat abstract world of generic categories, lets take a labor
union as an example of a collective. A union exerts influence for example to install
certain employee protection legislations and to prevent certain other policy proposals
from being made into law. Its ability to do so - the different states of the world that are
open to it or achievable by it, its policy space - constitute it macro capability, which
depends to a large extent on the collective’s agency power: the things it can help bring
about through, amongst other things, the degree of organization of working people and
the efforts of its employee’s and volunteers.
The same degree of the union's agency, and the same set of macro capabilities it
posseses, will come to have differential effects on different individuals’ capabilities
depending on which state of the world is chosen and helped to be brought about by the
union. The piece of labor legislation it has promoted may improve the working
conditions of flex-workers while hurting those working on ‘regular’ contracts, or viceversa, or it may in fact improve the conditions and freedoms of both groups of workers.
Which outcome prevails will depend on the actual workings of many factors: the
membership percentage of flex-workers, the union’s ethical and practical stance
towards equality, the power relations within the union and within larger society,
specific socio-economic and macro-economic circumstances, etc. So, without further
specifications, the concepts ‘collective’s agency’ and ‘macro capability’ in themselves do
not have much to say about individuals.
It is ironic that starting from a concern that the term ‘collective capability’ claims too
much about individuals’ freedom, namely that everyone affected by the collective’s
macro capability enjoys the same freedoms equally, and therefore says too little about
the existence of inequalities in individuals’ capability, we end up with concepts that do
not refer to individuals’ states of capability at all.
Is this problematic? The short answer is that not only is it not problematic, it is
desirable and necessary. These macro or meso level concepts are not meant to refer to
individual states of capability or functioning; they are analytically (and ontologically)
separate, and are introduced because they have an independent importance as a
moment in causal analysis. All this - the fact that a collective’s agency, macro capability
and even collective agency can go hand in hand with heterogeneities in individual
capability - does not make the concepts superfluous or suspect.
It should not detract from the fact that the collective’s macro capability and level of
agency is of significance and is often a necessary precondition for individuals’ freedoms
and actual experiences in the work sphere. A smaller macro capability and lower
collective agency - for example due to a social power imbalance stemming from a low
degree of unionization - can mean that unions are incapable of arranging or defending
substantial rights and freedoms for any category of laborers.
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Individuals’ capabilities and agency depend in profound ways on their collective’s
agency and macro capability. Exactly how, and whether this happens in an egalitarian
way is a matter of empirical capability analysis, not something to overload the meso and
macro level concepts.
Collective agency
‘Collective agency’, pertaining to individual members’ role as ‘principle’ in the collective,
does refer to individuals’ situations and equality. The agency of the union being
possessed more collectively – due to a strong and healthy union democracy for example
- does not guarantee an egalitarian or just distribution of capabilities as consequences
of a collective. It does make it however more likely. Collective agency means that a
situation is brought about by the synergy of a collective in line with values and goals
that are mutually determined by individuals making up the collective - that is,
individuals retain their agency. Because of this, there can perhaps be some minimum
trust, in so far as democratic processes facilitate this, that these values are shared and
that the resulting capabilities are valued by separate individuals.
It is still individual capability that is the informational basis of evaluation. This is
important to note, since as critics stress, groups of individuals that have the same
formal rights to participation and voting may nevertheless end up systematically with
different levels of valued capability. Equal ‘agency’ for all members in a collective in the
form of equal formal rights to influence decision-making need not imply actual equal
opportunity to shape organizational goals and capabilities for all members.
Some factors behind this have to do with deficits of democracy in general. One such
deficit is that there always will be ‘losers’, that is people who voted and wanted things
otherwise.22 Secondly, though mechanisms like democratic voting and deliberation are
mechanisms for equalizing to a certain degree rather palpable inequalities in power;
power relations imported from the wider society - such as gender, ethnic, class,
educational etc. differences - will often keep playing a role. Third: minorities are always
more vulnerable in democracies - even with equal voting rights - if there is not a guiding
ethic or rules that protect their interests as persons and agents. If not for any other
reason, this is so because of their smaller numerical weight. This last point is voiced
clearly by Suzanne Gagnon and Nelarine Cornelius (2000) who evaluate from a
capability perspective approaches to equal opportunity in work organizations. They are
critical of approaches to equality involving mainly demands for numerical parity23 which to some degree is effective in decreasing inequality among women and men - for
being insufficient in case of minority groups, because their voice and influence on

Which does not have to mean that resulting capabilities are not valued at all, but that they are
not maximally valued.
23 Which is actually a far more progressive policy than is currently present in the overwhelming
majority of organizations.
22
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agenda setting is unlikely to materialize due, besides other power considerations, to
their smaller numerical weight:
“[D]emographics … largely work against those from other traditionally disadvantaged
groups, such as those from ethnic and religious minorities, the disabled and gays and
lesbians. Even if a fair and accurate representation of these groups exists within an
organisation, demographically they will never secure a comparable `critical mass’ to
women. Therefore, the current dominant approaches to equality are unlikely to
heighten the importance of the issues of concern to these groups and further, limit
opportunities of their demands to agenda shape. If weight of numbers becomes a
primary indicator of the need of organisations to act, then certain groups will simply
never gain a voice that is really listened to. Further, the more marginalised and
demonised a group has been, the less likely it is that the dominant groups will actively
listen and acknowledge grievances.” (2000: 85).

Macro capability, collective agency and the base of evaluation - the evaluatory
significance of macro capability
As said, the macro capability set of a relevant collective co-determines the freedoms and
unfreedoms (the capability set) of individuals. Macro capability derives ultimately it’s
value from the valuation of “a person’s ability to take part in the life of the society.”24, It
has however, importantly, also an evaluatory importance – normative value - somewhat
independent of that. It is not only the actual capabilities of individuals that are relevant
as an informational basis for the comparison of societies, but also the macro capability
and agency societies possess.
This is perhaps best clarified by an example. Imagine a society A and a society B.
Assume that the members of both societies have the same levels of freedom and quality
of life according to some aggregation method, and that both societies are also
characterized by the same level of inequality in the distribution of freedoms. Evaluating
them from a purely individual capability perspective as an informational basis of
evaluation, these two countries are ranked equally.
Imagine however that we come to know that the social and economic inequalities in
country A are mainly the result of outside pressures (say due to IMF policies applied to
the country). Though it has the same inequality and average low levels of freedom and
quality of life, society B has greater sovereignty and freedom (macro capability) at its
disposal to determine its own social and economic policies. Although in both countries
the citizens enjoy the same capabilities, the citizens in society B have one fortunate
From Sen’s earlier quoted penetrating remark: “In valuing a person’s ability to take part in the
life of the society, there is an implicit valuation of the life of the society itself, and that is an
important enough aspect of the capability perspective.”
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aspect, that they could enjoy more freedom through policy, while the same freedom is
not open for society A. That is, due to a greater macro freedom of their nation state the
potential capability of individuals in society B is higher, though their actual capability
corresponds to that of country A.
This aspect of a society’s situation is generally not captured by individual level
capabilities and is relatively independent of ‘actual capability levels.’ (‘Standard’
capability assessment gives us in the ideal situation a map or picture of the actual
capability space accessible to the individual - his real freedoms in life. Since macro
capability does not translate one-to-one into actual individual capability, and doesn’t
show up in people’s capability set, standard capability analyses will tend to miss and
not register it.)
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Summary
The term ‘collective capability’ is introduced into the capability approach in
appreciation of the fact that the beings and doings that people experience are
fundamentally dependent on social structures and actions within collectives. Collective
capabilities indicate the potential beings and doings that individuals enjoy by virtue of
(being part of) a group or collectivity, freedoms which the individual alone would not be
able to enjoy. People’s capabilities and well-being are both directly and instrumentally
affected by collectives and social structures. Collectives furthermore shape individuals’
preferences and values and make possible different ways of life – living in accordance
with different values and concomitantly having different daily practices and
experiences.
Overwhelmingly the stress in the capability literature has been on creating proper
indicators to measure freedom and well-being. In order to have a real impact, however,
causal explanations, an investigation into the causes of people’s freedoms and
unfreedoms, is required. Its inclusive nature and focus on agency gives the capability
approach an advantage over other approaches as a basis of policy formulation and
analysis. But unless this is translated into a viable progressive policy alternative, for
which due attention to the proper role of collectives in people’s freedom as well as
unfreedom is necessary, having an adequate evaluative base in itself will not achieve
what is expected of it, namely to help improve people’s lives and living conditions.
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addendum 1 | Collective agency and collective action
Collective agency is not a term that is in common use in the social sciences. Another
concept, very close to collective agency, that is far more common across social science
disciplines is that of ‘collective action.’ Why than introduce the concept of collective
agency? Our reason for this, amongst others, is that collective action as a concept is not
discriminatory enough. Not only for our purpose here, but also, I maintain, for the
general purpose for which it is generally meant. As we shall see, collective agency can
be considered a specific class of collective action, but needs to be conceptualized on its
own account. I start by here by discussing collective action and arrive at collective
agency. This will legitimize our introduction of collective agency as a conceptual
reference, and will help to sharpen and clarify both mentioned concepts further.
Different definitions of collective action exist, the diversity of definitions being driven
amongst other things by the diversity of problems with which authors are engaged. One
representative definition reads: “Action taken by a group (either directly or on its behalf
through an organization) in pursuit of members' perceived shared interests” (Marshall
1998). Or another: “Coordinated behavior of groups toward a common interest or
purpose (Vermillion 1999).”25
In game theory the term is also in use. There a ‘collective action problem’, such as in
public good and common-pool problems, refers to a situation where every individual in
a group could achieve a better outcome by cooperating, but fail to do so as a result of
acting in their own rational self-interest. Collective action success means here thus that
a group of individuals act together to achieve a common beneficial outcome.
The features that most definitions of collective agency share, are summed up well by
Meinzen-Dick et al. (2004):
“What most definitions have in common is that collective action requires the
involvement of a group of people, it requires a shared interest within the group and it
involves some kind of common action which works in pursuit of that shared interest.
Although not often mentioned, this action should be voluntary, to distinguish collective
action from hired or corvee labor” (4-5).

source: www.capri.cgiar.org/glossary.asp#C. References are to: Marshall, Gordon.
(1998). A dictionary of sociology. Oxford University Press, New York. Douglas L. Vermillion.
(1999). Property rights and collective action in the devolution of irrigation system management.
In: Katon, Brenda and Knox, Anna and Meinzen-Dick, Ruth. Collective Action, Property Rights, and
Devolution of Natural Resource Management.
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In order to appreciate whether this conception of collective action is discriminatory
enough, consider the conception of organizations provided by Douglass North (1994),
who describes organizations as action groups of individuals bound by a common
purpose:
“Organizations, too, specify the constraints that structure human interaction inside the
organization but in addition they are action groups. They are composed of groups of
individuals bound by a common purpose to achieve objectives. They include political
bodies (political parties, the senate, a city council, a regulatory agency); economic
bodies (firms, trade unions, family farms, cooperatives); social bodies (churches, clubs,
athletic associations); and educational bodies (schools, colleges, vocational training
centers)” (1994: 1-2).
This conception of organization is, as can be seen from the comparison with the quote
from Meinzen-Dick et al. (2004), very close to that of collective action. Too close in fact.26
A test for a successful conception of collective action (and agency) is whether it can
discriminate between itself and conceptions of organization like the above. Because by
far not all organizations and their activities are classified as collective action as the term
is generally utilized in the social sciences. So in the above examples, one would not
regard firms or vocational training centers in the conduct of their usual activities as
involving collective action. Two reasons why this should be the case to which MeinzenDick et al. refer above are that the condition of voluntarity and the condition of shared
interest do not hold in these organizational cases.
However, though these conditions are on a practical level in specific contexts good
enough to discriminate between types of organizations and their activities, on a stricter
reading they are not wholly unproblematic as discriminatory variables. The condition of
voluntariness cannot mean that there should be no (material) pay off for the
participants in collective action, for a great deal of collective action is geared exactly to
that effect, as is the case in for example in natural resource management. In this respect,
at least from a narrow economistic perspective, there is no difference from hired labor
and thus no difference between the collective action by a capitalist firm and that of a
laborer or farmer in a cooperative: both categories of individuals expect a pay off and
their participation is in that sense not voluntary but paid.

The types of organizations as actors that North gives as examples are all formal organizations.
Collective action however can take place through formal or informal organization, and even in
the form of more or less spontaneous action. This being noted, we can abstract here from this for
the purpose of our exercise.
We use North’s definition of organization, not because it is a particularly good/usefull one (it’s
not), but to show that it can be defined as he does. Geoffrey Hodgson (2006) provides for
example a more useful definition: “Organizations are special institutions that involve (a) criteria
to establish their boundaries and to distinguish their members from non-members, (b)
principles of sovereignty concerning who is in charge, and (c) chains of command delineating
responsibilities within the organization.” (8)
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However, there are also important types of collective action that are voluntary in the
sense that there is no direct material payoff for its supporters, and often enough with
participation entailing even serious dangers for their own well-being. So we don’t want
to lose ‘voluntarity’ altogether in the definition of collective action. There is I believe a
way to keep the definition, but it needs some modification.
Before we undertake contemplating that modified conception, however, we should
answer the question: doesn’t the qualification that collective action requires a shared
interest toward which common action is geared do the trick of distinguishing it from
organizational forms in general? It is certainly a strong way to go, and again in practice,
that with those sharing the same disciplinary and situational background there should
be no problem. However, to utilize the example of the capitalist firm again which has
proved fruitful and stubborn, the question is whether one can’t claim the same thing,
namely “a shared interest and common action which works in pursuit of that shared
interest” for the ensemble of roles of people in such a firm. Of course, on a very real and
fundamentally important level actors of the firm have opposite interests instead of
shared ones: shareholders want dividend and stock values, managers want their
salaries and benefits, prestige and authority etc., laborers want higher income, better
working conditions, might be prone to shirking while owners and shareholders try
through the vehicle of management to get the maximum out of them, workers not from
native parents might want equality of treatment and respect, female workers an end to
sexism in pay and position etc. Especially as far as these questions touch upon the
distribution of benefits between different people and categories of people and concern
claims to scarce resources within the organization, it is hard to speak of ‘shared
interests’ on this battleground called the firm.
However, at the same time, on a higher plane, all actors are dependent on the success of
the capitalist firm to produce and sell it’s product at a profit, for otherwise there is no
dividend, no bonus, no jobs, no firm. Which makes the activities within the firm as
organization despite everything a common purpose. Perhaps it is a question of taste,
whether to call this shared or common interest or not. Though I do think that not
acknowledging the reality of mutual dependence in class relations can miss in political
and economic analysis quite a few facts.
Besides, also in situations commonly accepted and termed as collective action, there are
usually differences in interests, such as can be the case between younger and older
workers in a cooperative in decisions about what portion of revenues to reinvest in the
cooperative firm. The fact that collective action bears also discrepancies in interest,
indeed often means the reconciliation of or compromise between these different
interests, and not their absence, further undermines the power of the condition “shared
interest” in discriminating collective action from the concept of organization and
specifically in our example from the capitalist firm.
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There is however another way to go about the conceptualization. That has to do not
only with interests being shared, but with how those interests are determined and their
interpretation decided, implementation, monitoring etc. What I propose is a dual
structure. Thus collective action in cases like political movements can still be
conceptualized as voluntary,27 while for the cases of collective action as in the examples
of cooperative production one would require that the members/participants have some
or all of the powers of a principal (in the sense ascribed to it in the principal-agent
literature). This last aspect is a crucial ingredient of collective agency. Through this
reconceptualization it becomes possible to conceptually discern between
‘organizations’ and ‘collective action’ where collective action is thus either truly
voluntary (or at least with no immediate payoffs as motivation) or has collective agency
at its base.

(Which we might redefine, or make explicit as: ‘participation in collective action when there is
the opportunity not to participate, or where there is the opportunity to free ride with no payoff
consequences’)
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addendum 2 | Democracy vs. specifying a capability list? or: Sen vs. Nussbaum on collective
responsibility?
Another way in which collectives and ‘the social’ are relevant within the capability
approach stems from the acknowledgement that individual freedom is a collective
responsibility. In Nussbaum’s case this takes the form of a plea for central human
capabilities which according to her should be constitutionally guaranteed to each
individual, and against which, consequently, the state ought to be judged (Nussbaum
2000:12).
Nussbaum and Sen’s views in the literature are commonly contrasted and judged as
‘selecting’ versus ‘not-selecting’ a list of central capabilities by the evaluator or analyst.
There is indeed a difference in the views of both authors, as Nussbaum also conveys:
“I agree wholeheartedly with Sen’s claims about the capability space … . But my goal ..
is to go beyond the merely comparative use of the capability space to articulate an
account of how capabilities, together with the idea of a threshold level of capabilities,
can provide a basis for central constitutional principles that citizens have a right to
demand from their governments” (2000:12).
In contrasting both author’s positions, it is often stressed that Sen’s reason for leaving
the selection of central capabilities open is due to his principled commitment to
individual agency and democracy. His reluctance to specify central capabilities and his
insistence on democracy and public deliberation stems:
“from his concern that it is individuals who have the legitimate right to choose and
prioritise capabilities, the lives they have reason to value, whether for themselves
specifically or as part of collective discussion and decision-making towards social
arrangements that impact upon their capabilities” (Sharath Srinivasan 2007: 460).
The role accorded to democracy by Sen follows from:
“a liberal respect for plurality in individual views of the good life goes hand in hand
with freedom to choose for oneself what to be and to do, as well as to influence the
social arrangements (institutions, policies, cultural values) that mediate such choices”
(idem).
The supposed contrast in views between the two thinkers with regard to the place of
individual freedom and democracy is however exaggerated, and not very accurate
regarding Nussbaum’s position. Democratic political and civil rights have a central place
in her capabilities list, and almost all mentioned capabilities relate to a person’s
individual and collective agency. Moreover, advancing and defending a set of
capabilities does not automatically imply short-circuiting the democratic process.
Nussbaum endorses the necessity of deliberation and consensus as a means of selecting
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and coming to accept a set of capabilities, including her list of capabilities, and endorses
democracy as the mechanism for their implementation. (See for example: Nussbaum
2000: chapter 1(VII), and 2003: 43). 28
Stronger even, such a list can be an essential part of the democratic process. Sen
attaches great value to the role that democratic deliberation can play in agentic value
formation and consensus building. For such a democratic process it is essential that an
array of quality information and informed opinions are available to the public and to
policy makers. One should view any capability list in light of this. Seen as such,
Nussbaum’s list adds to the democratic process by providing arguments for and
awareness of important elements and preconditions for a dignified, well-being
conducive and agentic human life (see below, Table (a.1) for Nussbaum’s list of central
capabilities). Thus not only are the views not contradictory, they are part of the same
general capability approach with Nussbaum’s list actually part of fulfilling the task that
Sen expects democracy to fulfill that according to him gives value to the democratic
process.
It is probably due to Sen’s authority that both those demanding him to specify a central
capability list and those that are against it expect something special or extraordinarily
important to have happened if Sen would decide to specify such a list. However qua the
analytic and normative structure of the capability approach, nothing that does not
already characterize the approach would have happened. The only thing that would
happen approach-wise is that the world would be one – good or bad - opinion and view
richer as to what at its core is important in human life.
Furthermore, given Sen’s minimalistic view of what are basic capabilities and what role
governments should play in more extensive types of capabilities, I would not think that
a list from Sen would satisfy the appetite of most of those who want him to endorse a
list of capabilities for policy purposes.
Sen does believe in collective responsibility, that the state and wider society, indeed
every single person, has a responsibility for safeguarding the substantive freedoms of
individuals. In Development as Freedom (Sen 1999) he writes for example:
“[T]he capabilities that a person does actually have … depend on the nature of social
arrangements, which can be crucial for individual freedoms. And there the state and
the society cannot escape responsibility.” (288) “The alternative to an exclusive
reliance on individual responsibility is not, as is sometimes assumed, the so-called
nanny state. There is a difference between "nannying" an individual's choices and
creating more opportunity for choice and for substantive decisions for individuals
who can then act responsibly on that basis. The social commitment to individual
The title of paragraph 1.VII on the capabilities list in Nussbaum (2000) actually is:
“Justiﬁcation and Implementation: Democratic Politics.”
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freedom need not, of course, operate only through the state, but must also involve
other institutions: political and social organizations, community-based arrangements,
nongovernmental agencies of various kinds, the media and other means of public
understanding and communication, and the institutions that allow the functioning of
markets and contractual relations. The arbitrarily narrow view of individual
responsibility -with the individual standing on an imaginary island unhelped and
unhindered by others- has to be broadened not merely by acknowledging the role of
the state, but also by recognizing the functions of other institutions and agents”
(284/285).
The collective responsibilities about which Sen elaborates in various writings concern
two sets of freedoms. One set of these capabilities are what Sen calls ‘basic capabilities’.
Although he chooses not to specify a set of concrete substantive freedoms that would be
part of or indispensable to a well-lived or humane life (as discussed above, rather
leaving it up to the democratic process to decide on this); an exception to this forms his
belief that some minimum ‘basic’ capabilities should be guaranteed to all. These basic
capabilities are far more minimalistic than Nussbaum’s list of capabilities. It is worrying
that the examples Sen gives on issues demanding collective responsibility (even in the
same paragraph as the quote above that has an undeniable progressive, even strident
tone to it) pertain only to the most blunt and barbaric denial of human wellness and
personhood, such as: “a shared responsibility of the society that the system of labor
bondage, where prevalent, should end”, “the denial of opportunities of basic education
to a child, or of essential health care to the ill, is a failure of social responsibility.” The
responsibilities of the state, other social actors and of individuals that Sen has in mind,
mainly pertain to these basic capabilities.
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Table a.1

Nussbaum’s list of central human capabilities
1. Life. Being able to live a life of normal length; not dying prematurely, or before one’s life
is so reduced as to be not worth living.
2. Bodily Health. Being able to have good health, including reproductive health; to be
adequately nourished; to have adequate shelter.
3. Bodily Integrity. Being able to move freely from place to place; having one’s bodily
boundaries treated as sovereign, i.e. being able to be secure against assault …; having
opportunities for sexual satisfaction and for choice in matters of reproduction.
4. Senses, Imagination, and Thought. Being able to use the senses, to imagine, think, and
reason –informed and cultivated by an adequate education.. Being able to use
imagination and thought in connection with experiencing and producing self-expressive
works and events of one’s own choice, religious, literary, musical, and so forth. …
guarantees of freedom of expression and freedom of religious exercise. Being able to
search for the ultimate meaning of life in one’s own way. Being able to have pleasurable
experiences, and to avoid non-necessary pain.
5. Emotions. Being able to have attachments to things and people outside ourselves; in
general, to love, to grieve, to experience longing, gratitude, and justified anger. Not
having one’s emotional development blighted by overwhelming fear and anxiety, or
abuse or neglect. (Supporting this capability means supporting forms of human
association that can be shown to be crucial in their development.)
6. Practical Reason. Being able to form a conception of the good and to engage in critical
reflection about the planning of one’s life. (This entails protection for the liberty of
conscience.)
7. Affiliation. A. Being able to live with and toward others, engage in various forms of social
interaction; be able to imagine the situation of another and to have compassion; to have
the capability for both justice and friendship. (Protecting this capability means
protecting institutions that constitute and nourish such forms of affiliation, and also
protecting the freedom of assembly and political speech.) B. Having the social bases of
self-respect and non-humiliation; to be treated as a dignified being whose worth is
equal to that of others. This entails, at a minimum, protections against discrimination
on the basis of race, sex, sexual orientation, religion, caste, ethnicity, or national origin.
In work, being able to work as a human being, exercising practical reason and entering
into meaningful relationships of mutual recognition with other workers.
8. Other Species. Being able to live with concern for and in relation to animals, plants, and
the world of nature.
9. Play. Being able to laugh, to play, to enjoy recreational activities.
10. Control over one’s environment. A. Political. Being able to participate effectively in
political choices that govern one’s life; having the right of political participation,
protections of free speech and association. B. Material. Being able to hold property
(both land and movable goods), not just formally but in terms of real opportunity; and
having property rights on an equal basis with others; having the right to seek
employment on an equal basis with others; having the freedom from unwarranted
search and seizure.
(source: Nussbaum, 2000: 78-80)
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3 | FREEDOM, AGENCY AND THE NATURE OF CAPABILITY
ANALYSIS

Do freedom and agency as basis for policy have any bite? Or can any policy stance and
ideological orientation be legitimated by reference in one way or another to their
freedom increasing features.
In subsection 3(a) I briefly summarize the core concepts of a capability approach to
policy and evaluation set out in the previous two chapters.
In subsection 3(b) I argue that though a capability approach to policy lacks a theory of
society and social processes of its own, the questions it raises about the workings and
effects of policy and social institutions on individuals’ freedom make it far from a docile
tool in anyone’s politico-ideological hands.

a. The Core of capability analysis
Throughout the previous chapters of part I and II, I have explicated what considerations
go into policy or welfare analysis that takes its cue from an agency oriented capability
approach. The most salient aspects of capability analysis can be summarized as follows:

1. Freedom. Freedom and capability are synonymous. The overarching normative
basis within a capability approach to policy and evaluation is people’s
substantive freedom: the valued actual doings and beings that people have the
possibility to experience, to live the kinds of lives they wish and the different
states of the world they prefer to have.

2. The different aspects and conditions of a person’s life can either be given and
determined from outside, or can be brought about and/or chosen by oneself.
Capability thus consists both of agentic as well as non-agenticly brought about
valued functionings.

3. The intrinsic importance of human agency. The single most important element of
the normative core of the capability approach is human agency. I defined agency
in terms of the self-establishment of one’s objectives and the power to fulfill them
(the actual ability, possibility, means etc. to bring about valued doings and
beings and states of the world, to have influence within and on one’s life-world
broadly defined).
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Freedom comprises, is determined by, and can be conceptualized to a large
extent in terms of peoples’ levels of agency. Freedom consists also of doings and
beings that are not brought about or actively chosen by the individual, provided
that in these cases the agency of the individual in its preference dimension is
respected; that what the individual would have chosen determines whether we
evaluate a situation as contributing to freedom.

4. Ethical individualism coupled to an appreciation of the role of social structures
and individuals’ collective agency. Only individuals, their well-being, freedom
etc., as opposed to groups or norms, are accorded moral value.
This does not distract from the social nature and determination of individuals’
functionings, their agency and freedom. Social structures and collectives play a
major role in the distribution of power resources, as well as in the formation of
values and preferences, with important repercussion for people’s freedom and
well-being.
Collective agency is often necessary and serves as a vehicle for the manifestation
of individuals’ agency, with important consequences for their freedom and wellbeing.
Because of the importance of collectives for individuals’ agency and their place
in the types of lives they wish to live - the social nature of many valued
functionings - it is important to take into account in policy discourse and welfare
evaluation how social and economic policies and structures affect the
substantive freedom of collectivities, and the repercussions of this for
individuals’ freedom and well-being.

b. The Nature of capability analysis
Having summarized the core elements of capability analysis, here I expand on the
nature of capability analysis, how the core elements together push inquiry further and
make capability analysis ‘behave’ or in other words, give life to it.
Robeyns (2003) is right when she writes about the motivations of most critics of the
current state of the CA that were mentioned earlier:
“In my view, all these critiques … worry about a too narrow liberal (or even
libertarian) interpretation of the capability approach, which pays insufficient attention
to power, the social construction and constraints on choice, and the influence of
societal structures on people’s agency and well-being” (48).
Although she has sympathy for these concerns, Robeyns warns us that there is nothing
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inherent in the capability approach that necessitates tackling these concerns, and states
frankly:
“strictly speaking, the capability approach only specifies an evaluative space, and
therefore can be used with widely divergent views on social realities and
interpersonal relations. Indeed, the fact that the capability approach interests both
scholars who work in the libertarian tradition, as well as scholars who work in the
critical tradition, should make us pause.
“Conservative people will … want to integrate a conservative theory of gender
relations within the capability approach, whereas for critical scholars it will be crucial
to integrate a feminist account of gender relations. No doubt the two exercises will
reach very different normative conclusions. … There is no way out of this other than
defend our views on social reality and be willing to scrutinize them critically” (50).
This is a less than reassuring view for those who are seeking a progressive alternative
to neo-liberal ideology and its economic underpinnings and are interested in the
capability approach for providing clues and legitimation for a new social economic
paradigm.
It is nevertheless, of course, the case that as with any evaluative base, there always will
be different causal hypothesis, cognitive maps of the world and different interpretations
of the evaluative base itself, and as a consequence divergent ideas about suitable
courses of action. If interpreted along these lines, that whatever evaluative base one
takes, be it gross domestic product (GDP), subjective well-being (SWB), the Human
Development Index (HDI), the Inequality adjusted Human Development Index (IHDI) or
Freedom, different narratives and causal explanations concerning the determinants of
the elements of that evaluative base will exist simultaneously; then Robeyns is right in
noting that a capability approach in its role of delineating the informational basis of
evaluation can be in principle compatible with conservative, liberal or progressive
policy conclusions.
However, though the CA by virtue of its inclusive basis of evaluation can indeed
accommodate the (normative) concerns of wildly divergent views, this does not mean
that it is a docile tool in the hands of whatever theoretical tradition or –ism to be used in
whatever way one pleases. It is the capability approach with its broader and more
inclusive informational-ethical base that accommodates (and challenges) the normative
underpinnings of different theoretical-political traditions – libertarian, liberal, socialist
etc. I believe capability analysis proper is more exacting and demanding than is given
credit to in the view quoted above. This nature of capability analysis derives directly
from two elements of the core of the capability approach:
a) The analytical and normative centrality of human agency, and
b) Taking substantive freedoms in terms of functionings as the basis of evaluation.
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These foundational aspects of the approach that are of absolute necessity to a capability
analysis make capability analysis far from voluntaristic, with no requirements placed on
the analysis or the analyzer.
According agency and substantive freedoms in terms of functionings a focal place
compels normative prescriptions to be specified explicitly in terms of their relevance
for individuals’ actual possibility, or freedom, to do and be. For in the final analysis, all
ethical reasoning and evaluation analysis has to be connected to persons as sentient
beings with the capacity for, need of, and substantive right to agency and access to
functionings that are relevant for human flourishing.
This in turn demands of normative prescriptions more institutional concreteness and
completeness of social analysis, and consideration of how the institutional
characteristics of these prescriptions in interaction with the broader state of the world,
contribute to or hinder capability.
Even though the capability approach does not specify itself a particular method for
causal analysis and social inquiry (nor do I think such a thing is desirable or even
possible), methodology is not only about ‘tools’, and theory not only about ‘answers.’
Both are as much tied up with what aspects of reality is accorded attention, what
questions are asked and which are left out or even ‘prohibited’ of being asked. And it is
here that capability analysis shows its strength and value. Capability analysis due to its
above-conveyed core and nature, unapologetically raises and compels answers to
certain questions, and is quite demanding in this no matter in light of what political
tradition it is ‘applied’.
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Summary
Freedom understood as the substantive freedom to do and to be and the intrinsic
importance of agency define the core of the capability approach to policy and
evaluation.
Ethical reasoning, welfare evaluation and policy analysis have to be connected to
persons as sentient beings with the capacity for, need of, and substantive right to
agency and access to functionings that are relevant for human well-being and
flourishing.
Capability analysis demands consideration of how social institutions contribute to or
hinder capability. The analytical and normative centrality of human agency, and taking
substantive freedoms in terms of functionings as the basis of evaluation, means that
capability analysis unapologetically raises and compels answers to questions related to
the effects of policies and social systems on peoples actual freedoms to do and to be,
their well-being and the distributions of and inequalities in these among individuals and
groups of individuals.
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PART II | HUMAN FREEDOM AND MARKET FREEDOM – LABOR MARKET
POLICY, FREE MARKETS, AND THE HUMAN CONDITION
It is hard to exaggerate the place and importance of work, employment, and
employment relations in peoples’ lives. In a different setting Joan Robinson once
pointed out that C, ‘capital’, was put down too easily in the neoclassical production
function. Asking what C is, Robinson sparked the notorious ‘Cambridge-Cambridge
controversies in capital theory’ with the opening remark:
“The student of economic theory is taught to write O = f (L, C) where L is a quantity of
labour, C a quantity of capital and O a rate of output of commodities. … and then he is
hurried on to the next question, in the hope that he will forget to ask in what units C is
measured. Before ever he does ask, he has become a professor, and so sloppy habits of
thought are handed on from one generation to the next” (1953: 81).
So too, L (labor) is easily put down as another variable in a production function or as a
subscript in demand and supply analysis. But a whole world fits in that subscript:
expectations, fulfillment, identity, anxieties, pain, insecurity, freedom, necessity,
individuals’ livelihood, and their status as citizens. Employment is one of the central
arenas of well- and ill-being, of freedom and unfreedom, impacting to what degree one
can provide in one’s livelihood, may derive meaning and pleasure from work or ‘hate’ it,
it can be a site of well-being where friendships are formed or unhealthy places of utter
alienation, people may feel appreciated and derive a positive identity from their jobs, or
experience disrespect and voicelessness in their employment relation. The pecuniary
and non-pecuniary aspects to work, employment relations and labor markets affect all
aspects and spheres of peoples’ lives, far outstripping the site of employment.
The discussion on labor market policy is mainly conducted in terms of ‘free markets’ vs.
‘government regulation’. Thus the current dominant policy discourse speaks of ‘labor
market flexibility,’ as a natural characteristic of free labor markets, in contrast to ‘labor
market rigidity’, which is in this view brought about by protective government policies
and labor union action. I take a somewhat different point of entry into the analysis of
labor markets and social-economic policy and institutions more generally.
For the investigation and evaluation of labor market policies from a capability
perspective, I start off in chapter four by developing the concepts of commodification
and the commodification of labor and utilize these as a political economic framework
and entry point into capability analysis. “Choosing a particular concept as an entry
point,” note Stephen Resnick and Richard Wolf, “implies a commitment to a singular
organizational principle or taxonomy in one’s theorizing. It means that the theorist has
adopted a unique way to approach and classify the complex of interacting aspects with
which he or she is initially confronted” (2006: 280).
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There is, of course, never a uniquely correct point of entry into the analysis of any issue.
This being true, in the capability analysis and evaluation of economic institutions and
policies, and here of labor markets and labor market policy more specifically,
‘commodification’ is a particularly fruitful concept that lends itself well for inquiry into
the relation between the economic order, social-economic policy and people’s agency
and well-being. For, the concept of the commodification of labor performs the difficult
feat of being a linchpin between political economic or institutional analysis and welfare
analysis, linking the human and the economic in a way that is especially conducive to
capability analysis. As a frame of analysis the commodification of labor both
incorporates essential features of the economic system under scrutiny29 and relates to
and is able to accommodate the concerns of an agency oriented substantive freedom
approach to the analysis and evaluation of socio-economic policies and institutional
constellations. Together, and mutually informing each other, these two frameworks – an
agency oriented freedom approach and commodification as political-economic entry
point - provide a useful set of concepts and a powerful framework for situating,
evaluating, and thinking through social and economic policies and structures, which is
the task of welfare economics and the value of the study of the economy in general.
Part II is ordered as follows:
I start off in chapter four by outlining the political-economic framework for analyzing
the welfare implications of employment and labor market related issues and policies
from an agency oriented substantive freedom perspective. I develop a general concept
of commodification building on the notion of ‘commodity’ put forward by the
anthropologist Arjun Appadurai (1986). Based on this general concept obtained I derive
the concept of the specifically capitalist commodity, utilizing the model of ‘the circuit of
capital’ put forward by Karl Marx. After this it is a short step to arrive at a grounded
notion of the commodification of labor amenable to current day economies. The
understanding and concept of the commodification of labor set out in this chapter
serves in subsequent chapters as a grounded frame of analysis with which to locate and
tackle issues related to labor market policy and individuals’ freedom and well-being.
In chapter five I describe three groups of labor market policies: socially mandated or
provided income guarantees, employment protection legislation (EPL) and workers’
rights to collective organization and bargaining, or more specifically rights to
unionization and the rights of labor unions as collective agents. These policies are
generally meant to decommodify labor in various degrees. The second part of chapter
five describes the relation between these labor market policies and the
decommodification of labor.

The “wealth of societies in which the capitalist mode of production prevails appears as an
‘immense collection of commodities’” as Marx notes in the quote below.

29
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In recent decades commodification in general and commodificatory labor market
policies in particular have re-enjoyed strong political clout. The case for these policies of
commodification, sometimes referred to as neoliberalism, is discursively supported by
an array of moral and political-economic notions and theories. The associated policies
of commodification have been provided strong support and are endorsed by dominant
strands of economics. Much of mainstream economic thinking has been put to use for
providing the legitimation for the case for free markets, free markets in two senses: the
freedom of corporations to enter and exit as many as possible domains of life, and, their
freedom within each domain, unfettered by rules and legislation, pecuniary or other
obstacles, to acquire and amass profit and produce. Especially relevant for the subject
matter of this thesis is that among the moral arguments in favor of free (labor) markets
respect for individuals’ freedom has proven to be one of the most compelling and
influential - on par with the more ‘banal’ promise of prosperity.30
In chapter six I look into the conception of freedom and agency that has animated the
ethics and economics of free market commodification. For this, in the first part of the
chapter I look into the conception of freedom and agency in mainstream neoclassical
economics of welfare and labor underlying free marketism, the analytical and
normative place and significance of freedom within the approach, and the policy
relevant conclusions drawn based on it.
In the second part of the chapter I situate the concept of ‘flexible labor markets’ and recast and analyse the three groups of policies within the framework and understanding
of commodification developed in the previous chapter, and I set out some of the salient
ways in which the (de)commodification of labor resulting from labor market and social
policies affect employed and employment-seeking individuals’ bargaining positions, and
thereby their agency and well-being.
In chapter seven I provide a freedom and well-being motivated critique of the
conception of freedom at the basis of the neoclassical and libertarian case for free
markets and the strongly anti-regulationist stance that is based on it.

Bruno Amable (2011) notes that in debates following the 2007 financial-economic crises, it
had become “commonplace to bemoan the lack of moral values in modern capitalism.” However
the author notes rightly: “it is totally wrong to believe that neo-liberalism is devoid of any moral
content to start with. On the contrary, one may say that morals play a central role in the
establishment of a neo-liberal society” (5).
As said, among the moral values put forward in favor of markets, freedom is the most paramount.
Marion Fourcade and Kieran Healy (2007) put it strongly: “In the postwar period, the most
potent argument for market capitalism has come from its association with freedom, whether
personal freedom (choice) or political freedom within society” (289).
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4 | COMMODIFICATION AND THE COMMODIFICATION OF LABOR
- DEFINITION
“The wealth of societies in which the capitalist mode of production prevails
appears as an ‘immense collection of commodities’; the individual commodity
appears as its elementary form. Our investigation therefore begins with the
analysis of the commodity.”
Karl Marx (1867 [1982]): 124

The commodity, the fact that entities have a commodity-form, is a most familiar affair of
our daily lives. Whether it is the tea we drink, the bread we eat, the house we live in, the
flowers we give to a beloved, the drinks we have with a friend, etc.; all are commodities:
things that are bought, sold and exchanged, articles of commerce, objects of trade.
In current day economics, the term ‘commodity’ has fallen in disuse. If one encounters
the expression, it is generally used in a very limited sense as a reference to raw
materials - wheat, corn, oil, natural gas, gold, etc. The term in its older, original,
meaning, has made place for the more generic terms ‘goods and ‘services’. Goods and
services however may or may not be commodities. Whether it is the narrow meaning of
commodity as raw materials, or the generic terms ‘goods’ and ‘services’, or the
reference to ‘factors of production’ and ‘inputs’ in the context of production, these all
seem to stress the ‘physical’ aspect and characteristics of the entities involved.
‘Commodity’ in the original political-economic sense of the term, on the other hand, is
not a characteristic of any entity itself. It is a specific social situation in which an entity
finds itself, tied up with specific social acts, actors and institutions. In this meaning of
the word, a commodity is an entity that is bought and sold, to which an exchange value –
a price - is ascribed, and whereby upon its exchange, ownership and control over the
entity is transferred from one party to another.
On first sight the meaning of commodification as it presents itself is simply that it
entails making into a commodity something that previously was not a commodity.
“‘Commodification’ refers, literally, to the extension of the commodity form to goods
and services that were not previously commodified” (Peter Jackson 1999: 96). The term
refers both to a process – something being made into a commodity - as well as a state –
something is a commodity. However to function as a political-economic framework and
entry point for capability analysis and policy evaluation, the concept of commodification
cannot be limited to a binary ‘commodity versus non-commodity’ and needs to go
beyond the straightforward notion of ‘turning a non-commodity in to a commodity’. For
the concept to be amenable for policy evaluation one has to make intelligible in what
ways and meanings a commodity - viz, an entity that is already commodified - can be
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more or less commodified. The general concept I set out in this chapter acknowledges
that entities, contexts and criteria can be commodified and commodifying to differential
degrees, varying in scope as well as intensity of commodification. This richer
understanding of the general concept of commodification allows us to meaningfully and
in a non-ad hoc manner conceptualize the commodification of various specific entities.
Subsection 4(a) starts setting out the concept of commodity and commodification by
utilizing and expanding on the analytical categories suggested by anthropologist Arjun
Appardurai (1986). This results in a partial definition covering the scope of
commodification.
I argue furthermore that the nature of the commodification of an entity is tied up with
the nature of the property rights applying to it. Here I am integrating into the analysis of
commodification a classification by Elinor Ostrom (2003) of different property rights
holdings, originally developed within a public good/common-resource problem setting.
I show how this classification is helpful in reaching an understanding of the intensity of
commodification. These two dimensions are than combined to give us a general concept
of commodification.
This concept is general both in the sense that it applies to very different categories of
entities, and in the sense that it is ahistorical, or rather, that it is applicable to very
different social-economic constellations. Since I’ll be concerned with labor market
policies and policy evaluation in modern societies, in subsection 4(b) I situate the
general concept in a capitalist economy setting utilizing the circuit of capital model set
out by Karl Marx, and so derive a conception of commodity and commodification in
capitalism. In subsection 3.c I apply the insights thus gained to derive the concept of
labor’s degree of commodification, which will be the main aid in approaching labor
market issues in subsequent chapters.

a. Commodification – General concept
Commodity, commodity situation and the scope of commodification
As said, an entity as commodity is part of a specific social situation and social act rather
than the commodity-form being a natural or inherent characteristic of the entity. Arjun
Appadurai’s approach in anthropology to the concept of commodity fits well with this.
In a well-known paper, Appadurai proposes looking at the “commodity potential of all
things” - rather than searching for a “magic distinction between commodities and other
sorts of things” - and to approach commodities “as things in a certain situation.”
Appadurai characterizes this ‘commodity situation’ of an entity as: “the situation in
which its exchangeability (past, present or future) for some other thing is its socially
relevant feature.” (1986: 82/83) The author distinguishes three analytical categories
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that make up the commodity situation: ‘commodity phase’, ‘commodity candidacy’ and
‘commodity context’.
The term commodity phase refers to the commodityhood (the being a commodity) of an
entity, with the word ‘phase’ acknowledging that things have a broader biography and
that entities in the course of their life-histories may “move in and out of the commodity
state” in which the exchangeability of the entity “for some other thing is its socially
relevant feature.” This broader biography and the commodityhood of an entity are
conditioned by its commodity candidacy and the commodity context (1986: 83).
Commodity candidacy of things refers to: “the standards and criteria (symbolic,
classificatory and moral) that define the exchangeability of things in any particular
social and historical context.” While the commodity context: “refers to the variety of
social arenas, within or between cultural units, that help link the commodity candidacy
of a thing to the commodity phase of its career.” 31 Together they make up the entities
commodity situation. A commodity, then, is in this understanding, an entity that – in a
certain phase of it’s life - meets the requirements of commodity candidacy in a particular
context (idem: 84).
These analytical categories set out by the author can be constructively utilized and
expanded upon for our concept of commodification. Appadurai’s own notion of
quintessential commodities based on these categories makes some headway in that
direction. The author writes:
“Thus, commoditization lies at the complex intersection of temporal, cultural and
social factors. To the degree that some things in a society are frequently to be found in
the commodity phase, to fit the requirements of commodity candidacy, and to appear
in a commodity context, they are its quintessential commodities” (idem: 84).
This may be restated in a way that brings us closer to a general definition of
commodification. For that, we need to drop the reference to ‘quentiessentiallity’ in favor
of a more general reasoning in terms of degrees of commodification. For the term
‘quentiessential’ seems to involve a certain threshold degree of commodification, rather
Appadurai gives the following examples that illustrate how commodity context and
commodity candidacy criteria may link up to determine the commodity status of entities:
“Thus in many societies, marriage transactions might constitute the context in which women
are most intensely, and most appropriately, regarded as exchange values. Dealings with
strangers might provide contexts for the commoditization of things that are otherwise
protected from commoditization. Auctions accentuate the commodity dimension of objects
(such as paintings) in a manner that might well be regarded as deeply inappropriate in other
contexts. Bazaar settings are likely to encourage commodity flows as domestic settings may
not. The variety of such contexts, within and across societies, provides the link between the
social environment of the commodity and its temporal symbolic state [as commodity]” (idem:
84).
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than a general reference to degrees, which is what a general concept of commodification
requires. Moreover the term seems somewhat unluckily chosen here, because the fact
that an entity is frequently in its commodity phase and meets the commodity candidacy
criteria in various social contexts does not, as seems suggested, necessarily imply that it
is socially quintessential, which in its ordinary use means ‘the most essential part or
element of a thing.’32 Relatedly, the idea that the commodity status of certain entities
have especially great social and economic significance - even that some are socially the
most essential commodities - does of course have a major place in political economy,
and one might wish to preserve the idea of quintessential commodities for such cases.33
Thus dropping the reference to quentesseniality we may write as a preliminary or
steppingstone definition of commodification:
An entity or entity category34 may be said to be more commodified:
(a) the more frequent it is in its commodity phase, (b) the more it is so in different
social contexts, and (c) the more precise and complete it fulfills the commodity
candidacy criteria in that context.

(On this definition, shoes, for example, should be one of the most quintessential commodities
in our societies since they fulfill commodity candidacy criteria and are frequently found in their
commodity phase. Although in a sense this might be so -“although boots are, in one sense, the
basis of all social progress” as Marx remarks ironically in another related context - it is not what
the term is meant to capture.)

32

Thus for example the commodification of ‘labor’ is a constitutive characteristic of capitalism in
Marx’ view; labor power is its ‘quintiessential commodity’ one may say. Similarly in Karl
Polanyi’s account, ‘land, labor and money’ - the ‘fictitious commodities’ - figure as socially
quintiessential. Both quintissential as commodities, that is due to their commodity form (thus
Polanyi notes that as elements of industry their markets “form an absolutely vital part of the
economic system”) and as quintiessential non-commodities: labor, for example, being “only
another name for a human activity which goes with life itself.” (1944: 75)
The classification of societies in terms of slave, feudalism or capitalism, are all tied up with the
commodity status of some discerning entity. But also in modern political economy, the
periodization of different episodes and developments within capitalist societies is often tied to
the (processes of) commodification of one or a few entities. Thus the Fordist era is often
associated with labor decommodification, and while neoliberalism is associated with the
‘commodification of everything’, the commodification of money and risk – financialization - is
often seen as especially social-economically important and with significant systemic
consequences.

33

The reference to ‘entity’ and ‘entity category’ is to discern between the levels of a specific
entity (say a specific ring) and the group of entities to which it belongs or under which it can be
classified (rings or jewelery in general) . Thus one may speak of the commodification of a specific
ring, or may refer to the commodification of rings or jeweley in general. The definition holds for
both levels. In the remainder of the text whenever referred to an entity it is understood as
including the entity category unless otherwise noted.
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The first two elements in this definition, (a) and (b), cover temporal-numerical and
social-spatial aspects of an entity’s degree of commodification. We may refer to this as
the scope of an entity’s commodification. Thus ‘grain’, to take an arbitrary example of an
entity, is more highly commodified in this temporal and social-spatial sense, the more it
is bought and sold as commodity rather than produced for own subsistence. Thus in
situations of high levels of urbanization and with capitalist industrialization in
agriculture, grain is more usually (frequently) found in a commodity-form, and can in
that sense be said to be a more commodified entity than grain in highly self-sufficient
peasant societies (in correspondence with point (a)). The possibility of speculation on
future grain prices further adds to the scope of commodification since even grain not
produced yet is in this case turned into a commodity. The existence of futures markets
and prices for grain implies not only greater scope of commodification in temporal or
frequency terms, but also corresponding to point (b) in the definition, involves an
enlargement of the commodity context to include a greater social space. Food
speculation, the financialization of grain, as phenomenon, means that the commodity
candidacy criteria allow the entity to enter and be turned into a commodity in a wholly
new context, it is a radically new social sphere the entity is entering. This shows itself
most dramatically when food speculation and grain market conditions – coupled with
bans on food subsidies and export quotas - makes survival an extremely hard thing to
the point of desperation for millions of people. In effect this signals a specific set of
candidacy criteria being operative in a new commodity context - increasing grain’s
scope of commodification: commodification in the context of famines.
Property rights, usage and the intensity of commodification
While the first and second elements in the definition involve respectively a
temporal/numerical and social domain aspect to commodification, the third and last
element (c) in the definition - related to the fit of an entity with the requirements of
commodity candidacy - seems more indicative of what we might label the intensity (or
‘depth’) of an entity’s commodification.
However in order to be reflective of the degree (intensity) of commodification, this
aspect needs to be supplemented with consideration of the nature of the commodity
candidacy criteria themselves. The intensity of an entity’s commodification has not only
to do with whether something is in a commodity phase and fulfills the contextual
candidacy criteria, but has as much to do with the exact nature of those criteria. Given
two commodities that fulfill applicable criteria of candidacy and context; still one
commodity can be more commodified. That is, a set of commodity candidacy criteria can
be itself more or less commodifying. The question then is: What makes candidacy
criteria more (or less) intensely commodifying?
As one may recall, it was noted that upon the exchange – the buying and selling - of a
commodity, ownership and control over that entity is transferred from one party to the
transaction (the seller) to another (the buyer). The answer to the question ‘What
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makes candidacy criteria more (or less) intensely commodifying?’ lies in this fact. In the
act of exchange what is sold and bought are property rights to an entity. These property
rights define ownership and the privileges and obligations associated with that
ownership. The nature of the commodityhood of a thing is intrinsically tied to the
nature of these ownership-rights transferred through exchange. Among the privileges of
ownership conferred on the property rights holding are the differential degrees of
control and discretion a property owner may exercise over the commodity-entity. As
such property rights are part of and co-determine the commodity candidacy criteria of a
thing (the standards and criteria that define its exchangeability). For rules, regulations,
customs, etc. related to these rights limit or broaden the space of what exactly it is that
may legally or contractually be the object and outcome of trade.
A typology of property rights that explicitly distinguishes various forms of ownership,
based on the differential rights bestowed on the owner of an entity, is provided by
Elinor Ostrom (2003). While derived in a public goods and common-pool resource
problem setting, the approach to classification fits remarkably well within the broader
context of commodification and the approach to it developed here. Commencing from
an understanding of a property right as “an enforceable authority to undertake
particular actions in a specific domain” (249), the typology in Ostrom (2003) discerns
five types of property-rights and five classes of property-rights holders, each of these
classes of ownership corresponding to a different set of rights conferred on individual
or collective property-rights holders. Table 7.1 reproduced from Ostrom (2003: 251)
conveys the resulting matrix of different ownership types and their associated bundles
of rights.
The five types of property rights discerned are defined as follows:
1. Access: the right to enter a defined physical area and enjoy non-subtractive benefits
(e.g. hike, canoe, sit in the sun).
2. Withdrawal: the right to obtain resource units or products of a resource system
(e.g. catch fish, divert water).
3. Management: the right to regulate internal use patterns and transform the resource
by making improvements.
4. Exclusion: the right to determine who will have an access right, and how that right
may be transferred.
5. Alienation: the right to sell or lease exclusion, management or withdrawal rights
(idem: 249-250).35

The original reference for this classification is: Edell Schlager and Elinor Ostrom. (1992).
Property rights regimes and natural resources: A conceptual analysis. Land Economics 68(3):
249-262.

35
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As can be read from table 4.1, starting with Authorized Entrance - which gives the
property right holder the right to access and enjoy non-subtractive benefits- the
different types of property rights holdings bestow the rights holder with progressively
more privileges; ending with Full Ownership of an entity at the other end of the
spectrum, which allows the property rights holder: subtractive benefits (withdrawal),
to transform the property and manage its use (management), to exclude and allow
others from access to the property (exclusion), and finally, to sell the property and
associated rights of exclusion, management or withdrawal (alienation).

Table 4.1: Ownership and property rights

Classes of Property Rights Holders and associated
Bundles of Rights
Authorized Authorized Authorized
Claimant
User
Entrant

Full owner

Proprietor

Access

x

x

x

x

Withdrawal

x

x

x

x

Management

x

x

x

Exclusion

x

x

Alienation

x

x

source: Ostrom (2003): 251.

In terms of commodity candidacy, the various property rights thus define what exactly
is exchanged and is exchangeable. Not only in terms of what different entities can be
bought and sold, but referring to the same entity, what features of that entity are up for
trade; especially, putting this property-rights holders perspective in terms of the
perspective of the commodity entity, we note that the various property rights include
differential control over the entity and over its uses: what may and may not be done
with and to it. In terms of the intensity of an entity’s commodification, an entity that is
fully owned in this schema, is most fully commodified. Because more features of the
entity are tradable, meaning, importantly, that greater control over the entity is traded
and bestowed on the buyer. ‘Property rights’ are an apt term for this, for property rights
do not only regulate relations between people, they also regulate explicitly or implicitly
the property’s rights.36 By defining who can use an entity in what way and for what
purposes, they also define important parts of the rights and biography of the property.
36

Thus while Ostrom, coming from the field of collective action research, notes that:
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Referring back to the question with which we closed the previous paragraph - ‘What
makes candidacy criteria more (or less) intensely commodifying?’ - we may now state
that: (c.p.) The more rights vis-a-vis a commodity-entity are bestowed upon the owner the buyer and/or the user of a commodity - the more intensely commodified the entity is.
Commodification - along with the fact that an entity is bought and sold - is thus in our
perspective tied up with what ownership, control and/or access allows the buyer to do
with what is bought. It acknowledges that the property rights transferred through
exchange are ‘user rights’ (rights to usage). Commodity candidacy criteria in this view
encompasses the rules, norms, laws, etc. that regulate the use of commodified entities.
Criteria that enlarge the freedom of the buyer and owner of (control or access to) an
entity to utilize that entity in whatever way he/she pleases are more commodifying in
this sense.

A general definition of commodification
Pulling together the ealier preliminary definition of commodification derived above
and this understanding of - the intensity of - commodification, we may state the
general definition of commodification in full as follows:
The General Definition of the degree of Commodification:
A commodity is an entity to which an exchange value is ascribed and upon the sale of
which property rights over the entity are transferred from one party to another.
An entity, or category of such entities that is made into a commodity, is the more
commodified: (a) the more it is in a commodity state, (b) the more it is so in different
social contexts, and, (c) the more rights are bestowed upon the owner, the buyer and/or
user of the entity.

“Property rights define actions that individuals can take in relation to other individuals
regarding some ‘thing'. If one individual has a right, someone else has a commensurate duty
to observe that right.”
From a commodification perspective I simultaneously stress from the perspective of the
commodity that property rights define actions that individuals can take, and thus the control
they can exert, over the ‘thing’ (the commodified entity) itself.
These are not exclusionary ways of looking at property rights, but the latter more fully
corresponds to the definition of property rights conveyed in the text - “an enforceable authority
to undertake particular actions in a specific domain” – and adapts it to our purpose by the stress
on the commodity as the entity being the thing acted upon. In other words, it stresses property
rights as usage rights.
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b. The Commodity Situation in Capitalism
This general concept of commodification is general in the sense that is applicable to all
entities, not being limited to this or that commodity-entity specifically. And, it is also
general in the sense that it is applicable to very different social-economic constellations
and contexts, and in that sense is to some degree ahistorical. Since I’ll be concerned with
institutions, policies, and policy evaluation in modern societies, the general concept
needs to be situated in a capitalist economy setting so as to derive a conception of the
capitalist ‘commodity’ and ‘commodification’ in capitalism. This still general but socialeconomically more specific conception of commodification can then be applied to derive
the meaning of the commodification of labor as a particular entity, which is to be
utilized in later sections when dealing with labor market policy from a capability
perspective.

The circuit of capital
In order to place the general concept of commodification in the institutionally more
specific setting of a capitalist economy, we may take advantage of a useful
representation of commodity exchange and the production processes in a capitalist
economy provided by Karl Marx’ model of the Circuit of Capital (CC). An especially
useful feature of the model is that, exchange, production and distribution are situated
within and as moments of the general movement of capital. By embedding the exchange
of commodities in the larger sequences of events that condition and give meaning to
their existence, the circuit of capital helps to deepen the understanding of the nature of
the commodity and commodification and drive our concepts further forward. Here
below I first convey the circuit of capital and then take a closer look at what this tells us
about the nature and status of commodities and the commodity-form in capitalism.
The ‘circuit of capital’, depicted in figure (4.1), conveys schematically the economic
processes that run from the initial investment for the production of a commodity down
to its final sale. The circuit starts and ends with money: M-M’. With the difference that
the sum of money at the end of the cycle, M’, exceeds the sum of money M at the start of
the cycle (M’>M). The difference in quantity between these two sums of money, ΔM is
profit and is the motivation for the initial outlay of money and the whole purpose of the
circuit of capital.
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Figure 4.1 | The circuit of capital
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source: Geert Reuten (2002: 466), Karl Marx, Capital vol I and II 37

M =
Ε =
C =
mp =
lp =
..P... =
C* =
ΔM =
M’ =

a sum of Money;
Exchange;
Commodity;
means of production;
labor power;
Production process;
Commodity Output (in physical and/or in value terms);
Profit (surplus value); [ΔM = M’ – M]
initial money outlay + profits [= M+ ΔM ] = value of Sales

Though in ordinary use capital is more readily thought of as sums of money or wealth,
all the entities represented in the circuit are capital; capital never disappears in the
circuit, it rather takes on different forms.38 At the same time capital is this process of
change, this movement itself. That is, it exists as this movement.39 As indicated by the
brackets below the diagram, the circuit of capital can be viewed as comprising three
distinct stages which capital undergoes – or movements it comprises: M-C, C-C*, and C*M’.

Marx’ own notation is more concise; the depiction of the circuit in the figure above is based on
Geert Reuten (2002).
38 Thus Marx speaks of ‘monetary capital’, ‘productive capital’ and ‘commodity capital’.
39 Capital is simultaneously the parts of the circuit and the totality of it, since it is only in light of
the totality of the parts that each part acquires meaning and can be said to be capital. Thus
money, is just generalized means of exchange. It becomes capital in the political-economic sense,
as a category specific to capitalism, only when it enters the world of exchange and production to
be made into more money - as indicated in the capital circuit. And when money is used to buy
labor-power and means of production, these latter are only ‘capital’ within the setting of the
capitalist production process as a stage within the total circuit of capital.
37

When money for instance is used to buy labor-power for domestic services (such as hiring
somebody for house-keeping or for laying a feng-shui attentive home-garden) or is used to buy
means of domestic production (for example a vacuum-cleaner or gardening tools for private use)
neither the sum of money nor labor-power or the means of production are ‘capital’.
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M— Ε— C |mp;lp|
In the first stage: “The capitalist appears on the commodity and
labour markets as a buyer; his money is transformed into commodities, it goes through
the act of circulation M-C” (Marx (1885 [1992]): 109). Thus, capital’s circuit starts with
a sum of money (M) being exchanged (-E-) for a bundle of commodities (C), consisting of
labor power (lp) and means of production (mp) (the various non-human commodity
inputs such as machines, tools, land, raw materials etc.) which serve as inputs to the
production process.
C |mp;lp| … P… C*
The second stage is characterized by: “Productive consumption
by the capitalist of the commodities purchased. He functions as capitalist producer of
commodities; his capital passes through the production process. The result:
commodities of greater value than their elements of production” (idem). In the second
stage, production takes place by means of the input commodities. Thus the initial set of
commodities, consisting of the means of production and labor power, combine in a
production process …P… and are in that process transformed into some other bundle of
entities C* meant for further sale. The commodity output C* that results from the
production process differs from the input commodities C both qualitatively - in that they
are physically and as use-values different ‘things’ - and quantitatively, in that C*
represents a larger magnitude of (exchange) value. For the investor(s) who laid down
the initial sum of money, it is this latter monetary/value aspect to C* that is of relevance.
For the owner of capital, being driven by the profit motive, it’s not what is produced
that matters, but rather whether and to what degree his initial outlay of money (M) will
return to him with a profit (ΔM), which is conditioned on C* representing a greater
amount of money than C, a bundle of commodities who’s value exceeds the value (the
total cost) of the things that went into it. Any interest in the use-value characteristics of
entities produced is conditioned by this overriding aim.
C* — E — M’ C* may be thought to represent an amount of money; it is however not
the real thing. At the end of the second phase of the circuit its value for the capitalist is
only potential. As long as the commodity output is not turned into money, all the
capitalist has at the end of the production process is a heap of goods.40 Enter “Third
stage: The capitalist returns to the market as a seller; his commodities are transformed
into money, they pass through the act of circulation” (idem). If things go according to
plan, the produced commodities C* are sold and upon sale turned back into a sum of
money (M’) that exceeds the initial outlay of money at the start of the cycle (M’>M) and
a profit (∆M=M’-M) accrues to the money holder.
M’ ---> M
The ending of the circuit with M’, is only preliminary. The dashed arrow
indicates that the process starts anew and the sum of money at the end of the circuit
now functions as capital at the start of a new circuit. M’ is re-invested and the process of
buying and exchange, production and sale resumes on an expanded scale, since capital
Or in the case of a service: a heap of infrastructure, labor power, contracts etc. that combined
have the capacity to deliver a service.

40
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has accumulated. This cycle aspect to the circuit, the restarting (on an expanded scale)
of a new circuit upon the finalization of a previous one, follows out of and is conditioned
by the original motivation of turning M in to M’, money into more money
The pure or perfectly capitalist commodity situation
In figure (4.1) depicting the circuit of capital, four types of commodities are discerned:
the three input commodities: labor (lp), nature (n) and human made means of
production (mp); and the output commodity C* resulting from the production process
and sold for money in the last exchange in the circuit. It is commodities C*, the result of
the capitalist production process, that are most appropriately regarded as pure
(capitalist) commodities; that is as entities that are totally or perfectly commodified.
This includes also the ‘produced means of production’ Cmp, - i.e. machines, computers,
tools, buildings etc. - used in production which are themselves the output of a capitalist
production process. (What appears as input commodity Cmp in the circuit of capital
above, is the output commodity C* of another capital circuit).

- Existential dependence on exchange value
The capitalist commodity fulfills of course the criteria of commodities in general – it has
an exchange value attached to it and property rights over it are transferred in exchange
from one party to another. There is, though, something specific to the capitalist
commodity. Capitalist commodities not only share the feature of having a price attached
to them, something rather stronger is the case: not only do they have an exchange value,
this value in exchange is their whole raison d’être, the pre-condition for their being and
coming about. Their value in exchange is the reason and pre-condition for ‘capital’ to
engage in production and their creation, they are produced with the goal of being sold
at a profit, and their production and existence is conditioned on this being sellable and
sold for a profit.
“Use-value is certainly not Ia chose qu'on aime pour lui-meme in the production of
commodities. Use-values are produced by capitalists only because and in so far as they
form the material substratum of exchange-value, are the bearers of exchange value.”
(Marx 1867 [1982]: 293)
This is an aspect to which I shall refer to as an entity’s existential dependence on its
exchange value. In this aspect exchange value dependence refers thus to the dependence
of an entity’s being, its existence, on its commodity-form. Another, related but
discernable, aspect to a commodity’s dependence on its exchange value is that not only
its existence an sich, but also its form, shape, qualities, functioning, peculiarities etc., is
conditioned by it’s sellability. This latter we may label an entity’s form dependence on its
exchange value.
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- Subordination to capital
As noted, pure (capitalist) commodities appear at two junctions in the circuit of capital.
As outputs and as inputs to the production process. In its latter function, commodities
are taken in use by the capitalist firm instead of being sold.
I noted earlier that a perfectly commodified entity is ‘fully owned’. It’s commodity
candidacy criteria allow for the entity to be alienated, broken into, controlled, changed,
tweaked, enhanced, depleted, used, or not used etc. by the property rights holder. I
referred to the degree to which this is the case as an entity’s intensity of
commodification. In a capitalist setting this intensity of commodification takes a specific
form. Since here the property rights owner is ‘capital’ or the ‘capitalist firm’, fullownership over an entity means that the entity is totally subordinated to the capitalist
firm. Therefore, the extent and degree of its subjugation to the requirements and aims
of the circuit of capital is the meaning, manifestation and ‘measure’ of the intensity of
commodification in a capitalist setting.

- General definition of capitalist commodification
Existential exchange value dependence and the subordination of entities to the
production process and more generally to the demands and logic of capital and the
capital circuit are thus two main aspects of the capitalist commodity situation. Based on
the above we may in addition to the general definition of commodity and
commodification thus write on the specifically capitalist commodity situation:
Definition of capitalist commodity and commodification:
A capitalist commodity is: (a) existentially dependent on its exchange
value/commodity form (meaning that the ‘life’ of a pure commodity is conditioned by
it’s sellability and the price it fetches in exchange), and (b) subordinated to capital and
the aims and requirements of the circuit of capital.
An entity is the more commodified: (a) the stronger an entity’s exchange value
dependence is determinative of its existence, form and function (the more existentially
dependent it is on its commodity-form), and (b) the more its form, function and
functioning is conditioned by and subordinated to capital, that is subordinated to the
demands, needs and aims of the circuit of capital and to the capitalist production
process as a moment of that circuit as part of the whole process of profit creation. That
is, how much and what form of ownership of and control over the entity is afforded to
the capitalist property rights holder.
In many ways the capitalist commodity is a ‘pure commodity.’ It is an entity born as
commodity and in all its aspects determined by its commodity-form. From its inception
it is conceived of as commodity, its being in existence, its form, shape, quality,
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functioning, etc. are conditioned by its success as commodity - it’s sellability and value
in exchange - and, being fully owned, it is totally subordinated to the demands of capital
and the reproduction of the total circuit of capital.
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c. Labor as commodity and the commodification of Labor - Concept
Work is not only an economical problem but a profoundly human problem.
Erich Fromm (1959 (1993): 8)

Labor(-power), unlike pure or capitalist commodities, is not created in a capitalist
production process, the goal of its coming into existence is not its commodity-form and
is not aimed at serving the creation of profit. For this reason Polanyi refers to labor –
together with ‘land’ and ‘money’ - as a ‘fictitious commodity’ (1944 [2001]): 75-76).
My goal here is not to discern between real and fictive commodities, but rather to
discern between degrees of commodification. Thus, though labor(-power) differs from
more ordinary commodities, it is nevertheless a commodity in capitalism:41 it has an
exchange value ascribed to it and its ownership is transferred from one party to
another. The concepts of commodity, commodification and capitalist commodification
set out above may therefore be fruitfully used to derive a conception of the
commodification of labor. Based on these we may write, that:
Labor(-power) as commodity has an exchange value ascribed to it and upon its sale
ownership and control of it is transferred from one party to another.
Labor(power) is the more commodified: (a) the more frequent it is in a commodity
state, and (b) the more it is so in different social contexts; (c) the greater is labor’s
existential- and (d) form dependence on its exchange value (that is on its commodityform and success as commodity), and (e) the more rights are bestowed upon the
owner, the buyer and/or user, of it, meaning – in the specifically capitalist setting - the
more it’s form, function and functioning is conditioned by and subordinated to the
capitalist production process as a moment in the whole process of profit creation and
capital accumulation.
The temporal aspect to its degree of commodification, concerns in the case of labor the
amount of hours spent in waged employment, and on the social level, the number and
fraction of persons dependent on the labor market, being active in or searching for
waged work. The second aspect to the commodification of labor concerns the
commodification of varieties of work that previously were not produced as capitalist
Indeed, following Marx most political economists see labor(-power) having become a
commodity as the defining feature of capitalism. With labor-power being a commodity, being
sold and bought, “production has become the production of commodities through its entire length
and breadth” (Marx (1867 [1982]): 950).

41
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commodities. As an illustration, consider the care for elderly. When this activity is a
family occasion that comes to be provided as a commodity by firms the non-commodity
social activity of ‘taking care of moms/pops/grandfather/grandmother etc.’ has thus
been turned into or replaced by a commodified relation and the connected social sphere
of the family and community entered by the commodity form.
When treated as an ordinary commodity, labor shares the fate of all capitalist
commodities: its very existence becomes conditioned on its sellability and value in
exchange. When we speak of labor’s existence being exchange value dependent, this
both refers to the survival of the human being from which labor emanates – the fact
that, to the degree that the necessities of life are commodified, the laborer’s existence,
his life, and with it the existence of labor(power), becomes conditional on the successful
commodification of his labor; that in order for the individual to sustain himself as
human (and social) being, the individual needs to sustain/reproduce himself as labor
(power), and in order for his labor power to be sellable, he must contribute to C* and M’
- as well as to the fact that labor-power cannot actualize itself as labor - labor-power as
capacity to work stays that, a capacity, and labor as productive activity does not come
into existence - unless it is sold.
And like commodities in general, here too commodification is tied up with the freedom
(the access, control etc.) that ownership of property rights bestows on the property
rights holder in the uses and the reaping of the fruits of the commodity. Commodity
candidacy criteria pertaining to labor are the more commodifying, the more
opportunity is provided for the buyer to utilize the commodity in whatever way he
pleases. In the case of labor, the property rights traded, that what is sold, is control over
an individuals’ productive capacity, his time, actions and ownership of the fruits thereof.
These property rights and the commodity candidacy criteria regulating them, are
amongst other things laid down in the individual employment contract, in firm-level,
sectoral, and national collective agreements between employee and employer
organizations, labor law, and other state imposed rules and regulations and in
international covenants (such as the ILO declaration on worker rights) and trade
agreements.
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Summary
A commodity is an entity to which an exchange value is ascribed and upon the sale of
which property rights over that entity are transferred from one party to another.
Specific to the capitalist commodity is that it is existentially dependent on its exchange
value: it is produced with the goal of being sold at a profit and its production and
existence are conditioned on its being sellable for a profit. A capitalist commodity is
form dependent on its exchange value: its form, shape, qualities, functioning, peculiarities
etc., are likewise conditioned by its sellability. The capitalist commodity is a ‘pure
commodity’ totally subordinated to the demands of capital and the capital circuit.
Though laborpower differs from ordinary commodities, it is nevertheless a commodity
in capitalism: it has an exchange value ascribed to it and upon its sale ownership and
control are transferred from one party to another. There are different degrees of
commodification. Labor is the more commodified: (a) the more frequent it is in a
commodity state, (b) the more it is so in more social contexts; (c) the greater is labor’s
existential - and (d) form dependence on its exchange value (that is on its commodityform and success as commodity), and (e) the more rights are bestowed upon the owner,
the buyer and/or user of it, meaning in the specifically capitalist setting, the more it’s
form, function, and functioning is conditioned by and subordinated to the capitalist
production process as a moment in the whole process of profit creation and capital
accumulation.
As is the case with commodities in general, labor’s commodification is tied up with the
freedom the property rights holder has in using labor and reaping the fruits thereof.
Commodity candidacy criteria pertaining to labor are the more commodifying, the more
opportunity is provided for the buyer to utilize the commodity in whatever way he
pleases. In the case of labor, the property rights traded, that which is sold, is control
over an individuals’ productive capacity, his time, actions and ownership of the fruits
thereof. These property rights and the commodity candidacy criteria regulating them,
are amongst other things laid down in the individual employment contract, in firmlevel, sectoral, and national collective agreements between employee and employer
organizations, labor law, and other state imposed rules and regulations and in
international covenants - such as the ILO declaration on worker rights - and in trade
agreements.
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5 | LABOR MARKET POLICY GEARED TOWARDS
DECOMMODIFICATION OF LABOR

Labor market policies are an important set of commodity candidacy criteria that codetermine labor’s degree of commodification and that have profound impact on the
level and distribution of individuals’ freedom.
What is commonly grouped together under the heading of labor market policy, concerns
a diverse set of policies and regulations. In this chapter I describe and analyze three
broad groups of such policies which together cover to a large degree the most
important labor market policies. Namely: socially provided and/or mandated income
insurances, employment protection legislation (EPL), and rules and regulations that
pertain to collective representation, action and organization, or more specifically
pertaining to unionization and labor union rights.
In subsection (a) I describe each of these policy categories and the specific policies
belonging to them. Subsection (b) conveys how each of the policy categories and
policies belonging to them are geared towards the decommodification of labor and
protecting employed individuals from the worst insecurities and hazards of the
commodity state of their labor.

a. Labor market policies
Socially provided income insurances
Socially provided welfare benefits and mandated income insurances give individuals
the right to (supplemental) income, and are meant to provide an income - or
functionings floor in cases where individuals lack income and/or their market income is
too low. These collective measures of income security differ in terms of their eligibility
criteria, the level of income they provide and the duration of the period over which it is
provided. State provided welfare benefits are universally eligible for citizens and not
conditional on individuals’ employment status and history. These are meant to
guarantee every citizen some minimum means to help cover ‘subsistence’ needs, and
usually are for an undefined period of time and may or not be means-tested. State
provided social assistance may be in the form of a general cash payment, or may take
the form of earmarked subsidies, such as to help cover housing costs.
Other income guarantees provide only employed persons a level of income security and
are tied to, and their level and duration are conditional upon, individuals’ employment
status and history. Unemployment insurance guarantees a degree of income
maintenance so as to prevent large income shortfalls in case an employed person
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becomes – partly - unemployed for reasons outside his own doing. The level of income
guaranteed is usually a percentage of the (last) earned income,42 and is provided for a
limited period of time, usually a function of years in employment. Disability security
benefits serve a same purpose for cases in which an individual on the job or under
contract loses his capacity to supply labor. Other examples that could be mentioned in
this category are rights to paid maternal leave and paid leave for caring responsibilities
towards relatives. Though these are perhaps of a somewhat different order, they may be
viewed as income insurances (as well as employment security) in case the employed
individual comes to be relied upon for care.

Employment protection legislation
Another main area of labor market policies relates to the rules and procedures that
regulate employee dismissal and hiring practices. Employment protection legislation
(EPL) is enshrined in labor law as well as in collective agreements, and is conventionally
grouped into three main areas, pertaining to:
(i) the protection of (‘regular’) workers in case of individual dismissal,
(ii) additional requirements in case of collective dismissals, and
(iii) the regulation of fixed-term and contingent forms of employment.
The first group of rights and regulations, pertaining to the ‘protection of (‘regular’)
workers in case of individual dismissal’, specify amongst other things employers’
procedural obligations when starting a dismissal process. This concerns such issues as
notifying an employee of his planned dismissal and the notice period that has to be
taken into account. They define the criteria for fair dismissal - i.e. the lawfulness of a
dismissal - and applicable sanctions if a dismissal of an individual is found to be unfair.
These criteria relate to the circumstances and reasons of dismissal, such as (proof of)
redundancy due to economic reasons and dismissal in cases of employee illness.
Sanctions in case of unfair dismissal may include employee compensation and/or
his/her reinstatement. Lastly we may mention here the regulation of severance
payments - payments to employees for early contract termination, usually varying with
employee tenure. Other regulations pertain as well to hiring as dismissal, such as
regulations concerning the length of probationary periods and related to equal
opportunity employership.
The second group of rules and regulations, ‘additional requirements in case of collective
dismissals’, pertain specifically to situations in which a group of employees is laid-off
simultaneously, as may happen for example in the course of re-organization, take-overs,
close-downs of company affiliates etc. In case of such collective, or ‘batch’, dismissal,

This ratio of unemployment benefits to the previously earned wage-income is refered to as the
‘replacement rate’.
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additional requirements may come into play, in particular the obligation of employer
consultation with labor unions and firm-level workers collective representative bodies.
The third group of EPL pertains to ‘non-standard’ or ‘temporary’ forms of employeeemployer relations. The past decades have withnessed a proliferation of forms as well
as a numerical increase in such contracts. Examples of the various contract types
include: fixed-term employment contracts, on-call work and zero-hour contracts, minmax contracts, part-time employment (in conventional jobs,), agency work, various
payroll constructions and independent contracting by the self-employed free-lancer.
EPL regulates various aspects to the use of fixed-term and contingent employment
contracts and the rights of employees working under such contractual relations.
Among others things at stake here are regulations concerning the types of work for
which such contracts are allowed: some countries require no justification for hiring
workers on a fixed-term-contract, while in others the use of such contracts may be
limited mainly to tasks that are themselves of a fixed-termed nature – such as work that
is seasonal or concerns a specific project, in cases of temporary peaks in workload, or
when a position becomes vacant due to a temporary absence of firm employees because
of illness, pregnancy, or other personal circumstances.
Important are also the rules and regulations that govern contract renewal and
cumulative duration. These regulate how many times a flex-contract can be renewed
and the maximum cumulative duration a person may be hired on the basis of such
contracts before the contract has to be turned into an open-ended (‘permanent’) one.
Lastly, other requirements that might be established by law or in collective agreements
concern equal treatment in terms of pay and working conditions - for example the equal
treatment of agency workers with similar employees in the hiring firm. (OECD 2009:
annex A; OECD 2013: 74-75; European Commission 2015).

Collective bargaining rights
Rights to collective bargaining, and more generally trade union rights and rights to
collective organization, representation and action, pertain to individuals’ liberty and
substantive freedom to collective agency. Individuals’ collective agency depends both
on the rights and freedoms that individuals enjoy - as citizens, as workers and as union
members - and on the rights and freedoms of their collectives. Based on the
classification by the International Labor Organisation (ILO) labor union and workers
unionization rights may be grouped under five (partly overlapping) headings: the right
to establish and join worker organizations, rights of workers’ organizations to
determine their internal affairs, collective bargaining rights, right to strike, and civil
liberties related to trade unionism. (ILO 2006 and 2005)
The right of individuals to establish and join independent unions/worker organizations of
their own
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This includes with regard to the state: whether there is outright prohibition of union
membership, whether previous authorization is required to establish a workers’
organization and whether such authorization and recognition of a workers’
organization as a legal body is subjected to conditions that make forming such
organization in many cases de facto impossible, such as for example “regulations
regarding the minimum number of members being set at “obviously too high a figure””
(ILO 2005: 25). With regard to employers, the right includes: that an individuals’
employment may not be made conditional on non-membership of an union, and that
union membership and activity does not form reason for an employee’s dismissal. It
pertains furthermore to restrictions on employer anti-union actions “regarding
attempts by employers to place unions under the control of employers or employers’
organisations” (attempts to “dominate unions”), among others through “the
establishment or attempted establishment of parallel unions by employers” (idem).
Rights of workers’ organizations to determine their internal organization and affairs
includes amongst other things: the right to elect representatives in full freedom, the
right of organizations to draw up their own constitutions and rules, the rights
concerning union control of finances - including the collection of union dues, financial
independence from public authorities43 and control over the use of union funds so as to
utilize their funds as they wish, the right of worker organizations to freely organize
their activities, including participation in political activities and relations, protests,
public demonstrations, etc., and to formulate their programs.
The right to bargain collectively relates among other things to: workers covered by
collective bargaining, subjects covered by collective bargaining, the level of bargaining
(national, sectoral, company level etc.). The first of these refers to the rights of workers
in different sectors that may be exempted from bargaining collectively, such as persons
employed in the public sector, or in the airline sector, but also to persons with different
employment status, such as temporary workers. Collective bargaining includes
negotiations pertaining to working conditions and terms of employment, the regulation
of relations between employers and workers; and between employers (organizations)
and workers’ organizations. These include “the type of agreement to be offered to
employees, as well as wages, benefits and allowances, working time, annual leave,
selection criteria in case of redundancy, the coverage of the collective agreement, the
granting of trade union facilities, including access to the workplace beyond what is
provided for in legislation etc.”, “negotiated compulsory retirement clauses before the
This provision does not imply that government facilitation of workers’ unions through
pecuniary and non-pecuniary means should be outlawed. Rather it means that any form of
financial relation between public authorities and workers’ organisations should be such that
union autonomy is safeguarded and no discretionary power over them is given to public
authorities. (see entries 466 and 472 of ILO’s Freedom of Association Digest of Decisions and
Principles (2006: 97, 98)).
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legal retirement age, be it by reason of the difficult nature of the job, or for health and
safety reasons” (ILO 2005: 182-183, 184). On the subjects covered by the right to
bargain collectively the ILO notes:
“Thus excluding particular issues relating to conditions of employment from the scope
of collective bargaining is incompatible with the right to collective bargaining. The
only acceptable restrictions could be a ban on those clauses that are liable to
undermine public freedoms (such as discriminatory clauses) or are contrary to the
minimum standards of protection set out in the law and matters pertaining primarily
or essentially to the management and operation of government and business,
including the assignment of duties and appointments” (ILO 2015: 5).
An important feature of the level of bargaining is whether agreements reached at the
sectoral or national level between employer and employee organizations are declared
binding by government so as to include all enterprises and workers in a sector or
economy, beyond the signatory organizations. Other rights and regulation that can be
mentioned here are the Right to strike and Civil liberties related to trade unionism.

b. Labor market policies’ decommodification of labor

Socially provided income insurances and decomodification
The various income insurances mentioned earlier, though usually not nullifying, all relax
to various degrees individuals’ and their households’ dependence on the sale and the
exchange of their labor for their survival, their well-being and more in general, for the
means of a valued, well-lived, life. They imply thus “a loosening of the pure commodity
status” by “permitting “people to make their living standards independent of pure
market forces” (GØsta Esping-Anderson 1990 [1996]: 21, 3).
Employment protection legislation and decommodification
Like income insurances, employment protection legislation as a set of commodity
candidacy criteria are geared to various degrees towards ‘a loosening of the pure
commodity statuses’ of individuals’ labor, amongst other things, by providing a degree
of employment security and thereby some insurance of income continuity. EPL, by
safeguarding to some extent workers’ employment continuity in the face of inherent
macro-economic or firm level volatility, is meant to shield individuals to some degree
from the perils associated with the commodity-state of their labor due to the “vagaries
of self-regulating labor markets with … permanently fluctuating demand” (Wolfgang
Streeck 2008: 7). It is also meant to shield individuals from the perils of labors’
commodity-state by protecting employees against abuses of management power
stemming from a continuous threat of –arbitrary– dismissal that may put an individual’s
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livelihood and social position – and that of her financial dependents – at risk. In effect,
by providing a degree of employment and ‘stable job’ security, EPL decommodifies
labor and the laborer by acknowledging the employee as internal stakeholders to the
company, which requires treating labor not just as input commodity, disposable at will
according to the whims of markets and totally dependent on the interests of firm
owners and management.

Collective bargaining rights and decommodification
As far as negotiation of employment conditions with employers and employer
organizations concerns, labor unions representing the interests of their members and
workers more generally engage a varied and extensive range of topics as part of
negotiations, ranging from the employee right to independent evaluation and access to
information and advice in case of employee absence due to illness and in case of his/her
re-integration into work, to the protection of employee privacy; from the prevalence of
flex-contacts and equal pay for equal work for hired agency workers, to issues
concerning employee voice in work schedules, maternity leave and childcare
arrangements, equal opportunity policies, educational opportunities for employees, pay
for overtime, safety regulations, job specifications, etc. Labor union activity and rights and labors’ collective agency more generally - concern all aspects of employment
conditions and the employment relation. Much of union negotiation activity is geared
towards protecting workers against the commodity-state of their labor and loosening
the degree of their subordination. They are geared towards the de-commodification of
labor in one degree and form or another - both with respect to exchange value
dependence and concerning the subordination of persons.
Collective bargaining rights as part of labor market policy (subsection 5.a) are therefore
generally supportive of labor decommodification in that they provide the liberty for and
facilitate decommodifying collective agency. But also, the recognition of collective
bargaining rights in itself is to recognize labor in its non-commodity aspects. As one
author of the typical rightwing libertarian anti-union persuasion notes:
“Union power rests on legal privilege and immunities, both by statute and tacit
nonenforcement. State support allows worker cartels to use coercive threats and
initiate violence in ways denied to others. A century of intellectual effort sold the idea
that the noble ends of unionists justify their means and that allowing unions wide
compass to use their tactics helps "labor." (Morgan Reynolds 1988: 261)
What is rightly noted in this quote, is that individual workers’ rights to unionization and
the rights that labor unions have as collective actors - as one important outflow and
form of individuals’ freedom of association - are based on privileges and immunities
that do not, on the whole, apply to commodities and commodity owners/sellers in
general. Labor unions as vehicles for workers’ agency exert their influence amongst
other things through collective negotiations with employers and employer
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organizations, their presence in the firm, tripartite negotiations involving the
government, seats in government advisory boards, seats in the boards of workers
pension-funds, by lobbying political parties, monitoring adherence to labor law and
standards, providing legal counseling and back-up to individual workers, influencing
public opinion through campaigns, advertisement, research, and information disclosure
to journalists, strikes and solidarity-strikes, organizing political demonstrations,
cooperating and joining forces with other unions, forming second- and third-tier
organizations (national and international confederations) and by forming alliances with
relevant other non-governmental organizations. The matters with which unions are
engaged go far beyond the negotiation of the periodically high media-covered pecuniary
wages alone. A bewildering array of work, labor market and public sector related topics
are on its agenda. Unions try to exert influence on almost every aspect of government
social and economic policy: taxation policy, social security, privatization, macro
economic and budgetary policy, health care provision, health and safety regulations,
international trade agreements, and, of course labor market policy, amongst other
things. And as said, a bewildering array of issues is on its negotiation table with
employers as well as the state [including besides those mentioned above: collective
measures concerning the level and duration of unemployment-insurance benefits,
statutory minimum wages, rules regulating employers’ fire and hire policies, the
regulation of permissible hours of work, mandated compensation for overtime, health
and safety regulations etc.]
Now these are indeed not the rights and practices afforded to all commodity sellers.44
But then again, labor is not an ordinary commodity: labor “is no other than the human
beings themselves” (Polanyi 1944: 75). The collective bargaining rights afforded to
‘labor’ are in themselves decommodifying, because granting them is to recognize labor
in its non-commodity aspect. It is therefore not coincidental that in the International
Labor Organization’s foundational Philadelphia Declaration of aims and purposes the
first of the ‘”fundamental principles” which acknowledges that “labour is not a
commodity” is immediately followed by the second fundamental principle that
“freedom of expression and of association are essential for progress” (ILO,1944: 1).
Workers’ rights to collective action and representation, their collective agency, is an
important part of the recognition of labor as non-commodity.

For example a seller of office-desks is usually not granted the right to tell the buyer where to
place, how to use and what he may or may not do with the desk; the buyer may sit on it, put it
up-side down, lay it on its side, load it as much as the material can take, or put it away altogether
when there is no use for it. The desk seller has no legal privilege and immunities to mingle in
such affairs, let alone to bash into the buying firm and issue threats. Of course, in the case of a
lease-contract the seller has more rights – as well as interest - in following-up on the uses of his
product. But even in such cases, the commodity seller does not enjoy the extent of union rights,
for example, to come together with other desk-sellers with the goal to fix prices or enforce ways
of utilization.
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More specifically we may note that collective agency rights decommodify by allowing
workers greater scope and rights as internal stakeholders to the firm or organization greater than would be when considered solely as exchange counterparts to a
commodity exchange.
Consider the contrast of laborers as internal stakeholders with the depiction of unions as
‘cartels’ in the above quote, or the framing of labor unions as ‘monopolies’ in economic
models. The latter give credence to labor as just another (ordinary or pure) commodity.
For the idea of a monopoly, or a cartel, is the idea of sellers of commodities coming
together, uniting, so as to block competition, fix-prices, regulate supply, divide the
market and deter market entrance by other sellers. Some of these things are in part
what unions as collectives of workers indeed do. But they do so not as commodity
sellers. They do so as internal stakeholders to the firm and the economy and society at
large. The difficulty in seeing this as such, seeing laborers as internal stakeholders to the
firm with concomitant rights that necessarily dampen the ownership rights of capital,
i.e. of investors of money/employers, is only present to the degree that one has already
bought into the idea that labor is an ordinary commodity. One way of acknowledging
labor as something more than a commodity is to acknowledge laborers as more than
‘external’ commodity sellers to the firm. For this, workers’ organizations’
decommodification that gives laborers’ voice - and force to that voice - in the affairs of
the firm is a necessary condition for laborers’ agency as effective internal stakeholders.
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Summary
Income insurances, employment protection legislation, and rules and regulations
pertaining to unionization and labor union rights form the backbone of labor market
policy.
Income insurances - Unemployment insurance guarantees a degree of income
maintenance so as to prevent large income shortfalls in case an employed person
becomes unemployed for reasons outside his own doing. Disability security benefits
serve a same purpose for cases in which an individual on the job or under contract loses
his capacity to supply labor. Socially provided welfare benefits give individuals the right
to (supplemental) income, and are meant to provide an income - or functionings floor in
cases where individuals lack income and/or their market income is too low.
Employment protection legislation regulates employee dismissal and hiring practices
and involves three main areas: (1) rights and regulations pertaining to the protection of
‘regular’ workers - these specify employers’ procedural obligations when starting a
dismissal process, criteria for fair dismissal and financial compensation for early
contract termination; (2) regulation of the use of fixed-term and contingent forms of
employment and the rights of employees’ working under such contractual relation;. and
(3) additional requirements in case of collective dismissals.
Labor union rights involve the right of individuals to establish and join independent
unions/worker organizations, rights of workers’ organizations to determine their
internal affairs - including the right to formulate their programs and to participation in
political activities, protests and public demonstrations - collective bargaining rights,
right to strike, and trade unionism related civil liberties. Labor union rights include
furthermore that an individual’s employment may not be made conditional on nonmembership of an union, and that union membership and activity does not form reason
for an employee’s dismissal.
Labor is not an ordinary commodity; for labor is no other than the human beings
themselves. All these policies protect to some degree persons from the commodity state
of their labor. Income insurances relax individuals’ and their households’ existential
dependence on the sale and exchange value of labor. Employment protection legislation
decommodifies by safeguarding to some extent workers’ employment continuity in the
face of macro-economic and firm level volatilities and protects them against abuses of
management power by relieving somewhat the continuous threat of dismissal. By
providing a degree of employment security, EPL decommodifies labor and the laborer
by acknowledging the employee as internal stakeholders to the company instead of an
input commodity, disposable at will totally dependent on the interests of firm owners
and management. Collective bargaining rights provide liberty for decommodifying
collective agency. Workers’ rights to collective action and representation are an
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important part of the recognition of labor as non-commodity. Collective agency rights
decommodify by allowing workers greater scope as internal stakeholders to the firm or
organization - greater than would be when considered solely as exchange counterparts
to a commodity exchange. One way of acknowledging labor as something more than
commodity is to acknowledge laborers as more than ‘external’ commodity sellers to the
firm. For this, workers’ organizations’ decommodification that gives laborers’ voice and force to that voice - in the affairs of the firm is a necessary condition for laborers’
agency as effective internal stakeholders.
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6 | FREE MARKET POLICIES AND THE COMMODIFICATION OF LABOR
Neoclassical economics was for a longtime the standard, mainstream economics. The
interesting thing about neoclassical economics, specifically in light of this thesis on
neoclassical welfare- and labor economics, is that its basic premises and results are the
exact opposite of what I defend/purport/aim to show (argued in previous chapter and
next chapter). Neoclassical economics argues for the full commodification of every
possible entity, labor included. And it does this in important part with reference to and
in the name of human freedom. One can say that its whole analytical and normative
apparatus is basically geared towards providing arguments for the desirability and
necessity of free markets - which means in this understanding the total
commodification of all entities. Labor and the labor market are no exception to this.
Important here is that the neoclassical pro-free market pro-commodification argument
is motivated by and rests on its specific understanding of freedom as freedom of choice.
In subsection 5(a) I convey what this understanding of freedom exactly entails and how
it is central to the normative and analytical body of neoclassical economics and the case
for free markets and the commodification of labor.
Current labor market debates and mainstream policy discourse revolve around the
notions of labor market ‘flexibility’ and ‘rigidity’. Mainstream labor market policy is
explicitly motivated by and geared towards market flexibilization. In subsection 5(b) I
turn to this more recent discourse of ‘labor market flexibility’. I convey the meaning of
‘labor market flexibility’ as understood in these debates and discuss how policies geared
towards labor market flexibilization relate to the labor market policies introduced in
chapter four - socially provided or mandated income insurances, employment
protection legislation, and rights and liberties pertaining to labor unions. Here I analyse
and re-cast in light of this the three groups of policies within the framework and
understanding of commodification developed in the previous chapter and set out some
of the salient ways in which the (de)commodification of labor resulting from labor
market and social policies affects employment-seeking individuals’ bargaining position,
and thereby their agency and well-being in the worksphere. I explore and situate the
concept of ‘flexible labor markets’ and how this relates to the commodification of labor.
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a. Free markets as the embodiment of human freedom: Neo-Classical Economics’
Understanding of and Case for Free Markets

Freedom and commodification in Welfare Economics
- Utilitarianism and libertarianism
“Many of our most heated debates about justice involve the role of markets” notes
Michael Sandel in his book Justice, where he observes that the case for free markets
typically rests on two claims − one about freedom, the other about welfare:
“The first is the libertarian case for markets. It says that letting people engage in
voluntary exchanges respects their freedom; laws that interfere with the free market
violate individual liberty. The second is the utilitarian argument for markets. It says
that free markets promote the general welfare; when two people make a deal, both
gain. As long as their deal makes them better off without hurting anyone else, it must
increase overall utility” (2009: 75).
Utilitarian arguments favouring free markets thus rest the case for free markets on the
desirability of its consequences, i.e. on the results associated with it:
“Most defences of the market are instrumental in terms of the goodness of the results
achieved. It works “efficiently”; it serves our “interests’; it is “mutually beneficial”; it
delivers “the goods”; it contributes to “utility”; it serves as the “invisible hand” by
which man is led to promote an end which was no part of his intention. On this view,
the market is good because its results are” (Sen 1985:2).
Though a pure hearted libertarian will be among the first to admit many admirable
consequences of the workings of free markets and the institutional matrix of free
market capitalism, from a pure libertarian justice perspective the argument for free
markets does not rest on such consequences. The libertarian stance on free markets, in
contrast to the utilitarian case, embraces an “a priori rights-based justification of
market operations” (idem: 5).
“Libertarians favor unfettered markets and oppose government regulation, not in the
name of economic efficiency but in the name of human freedom. Their central claim is
that each of us has a fundamental right to liberty—the right to do whatever we want
with the things we own, provided we respect other people’s rights to do the same”
(Sandel, 2009: 59).
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The notion of human freedom animating the pro-free marketism in the libertarian
outlook is tied up with the unhindered liberty to acquire, hold and use property: to own
privately and unboundedly, to do whatever one wishes with that what one owns,
including to enter without any restriction into whatever voluntary exchange, and to
fully own the fruits reaped from private property. Freedom in this notion is thus
summed up by the freedom of ownership and contract. The latter have thus in this
perspective overwhelming intrinsic value, which is to equate freedom with market
freedom. Since the institutions of free market capitalism coincide with freedom of
ownership and contract, free market capitalism is thus the institutional embodiment of
libertarian freedom, the embodiment of individuals’ ‘fundamental liberty’ and ‘natural
rights’, and as such capitalist free markets have therefore overwhelming moral value.45
The strong opposition to any regulation of market exchange, taxation or forms of
collective action such as those of labor unions, is predicated on and legitimated by this
conception of freedom. In a free society, in this view, state action – save national
security - is limited to the protection of private property and to ensure the enforcement
of contracts. Any other government action is seen as a violation of individual liberty and
freedom - especially the redistributive role of states and collective agents is vehemently
opposed to as an impingement on individual liberty, even seen as constituting a form of
‘slavery’.
While the evaluation of social-economic structures from the utilitarian perspective
depends on associated consequences for individuals’ welfare, in the libertarian theory
of justice as long as libertarian freedoms – the liberty to own and freedom of contractare secured, the consequences for individuals’ welfare associated with an economy and
society premised on those principles are of no concern to the pure libertarian.
In between these two, the stance in mainstream economics to the evaluation and
prescription of policy and social-economic institutions is usually reckoned to be of the
utilitarian-consequentialist type. Sen for example, contrasting the libertarian view with
the stance of most economists to welfare evaluation, observes:
“If this rights-based “procedural view [the libertarian theory of justice] is accepted,
then the traditional assessment of the merits and demerits of the market, in terms of
the goodness of outcomes, would be quit misplaced. This [libertarian] approach,
incidentally involves the rejection of the way economists – the professional group
most immediately concerned with the assessment of the role of markets – have
Sen (1985: 3): “People may be seen as having fundamental ‘rights,’ and the exercise of those
rights may be seen as not requiring any justification at all. If the market is seen as being part and
parcel of the exercise of those rights …. To assert that ‘individuals have rights, and there are
things no person or group may do to them (without violating their rights)’ would imply the
freedom to make market transactions (given the way the rights referred to are characterized).”
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typically examined the case for and against the market. In the economist’s picture of
“social welfare,” rights are seen as purely instrumental (typically legal) artifacts,
without any importance of their own: rights are judged – in the typical welfare
economic framework – in terms of how they fulfill or thwart people’s interests”
(1985:4).
Though mainstream economics has seen many developments, the economist’s picture of
social – and individual - welfare and its relation to (competitive) free markets has
remained quite stable. The ‘typical welfare economic framework’ for the evaluation of
economic structures and policies dominating mainstream economics for a long time has
been the neoclassical Walrasian-Paretian general equilibrium welfare economic model,
which still lies at the foundation of mainstream economic conceptions of welfare and
freedom and their relation to (competitive) market equilibria. Both the libertarian
political-ethical philosophy and neoclassical economic theory favor unfettered
commodification and operation of markets. Though it is thus generally accepted that
they do so for different reasons, neoclassical economics’ case for unrestrained markets
comprises however both type of arguments: both pertaining to ‘utility’ or preference
satisfaction and arguments pertaining to individuals’ freedom. The pinnacle of
neoclassical welfare economics is formed by the Fundamental Theorems of Welfare
Economics. As commonly understood the ‘fundamental theorems of welfare economics’
(purport to) show the superior efficiency of perfectly competitive markets in generating
maximum individual and social welfare – understood as the maximum satisfaction of
preferences given resources.
This welfare outcome – the maximum satisfaction of preferences - is an important
element in the neoclassical story. Freedom, however, plays equally an important part.
Much less appreciated is the intrinsic value and place of the specific understanding of
individuals’ freedom in the neoclassical model and welfare theory. To bring out the
many-sided presence of freedom and individual agency considerations in neoclassical
welfare economics - both as instrumental factor in the maximization of utility and as in
itself intrinsically of normative significance - I take in the next subsection a closer look
under the ‘conceptual hood’ of neoclassical economics and the Theorems of Welfare
Economics.

- Conception and centrality of freedom in neoclassical economics
Preferably referred to in economics as a model of perfect competition and complete
markets, the neoclassical general equilibrium model of a capitalist economy - c.q.
society- is a world of total commodification. Everything, literally everything, has (to
have) in this model a market for it – meaning is owned and tradable. All things past,
present and future have (derivative) markets, there is no social geography, situation,
sphere, space etc. where markets and market actors have not entered or are restricted
from entering, all income is derived from exchange in the market. Though commonly
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referred to as an economic model, it is better said to be a model of society since every
conceivable entity has a market, is owned, bought and sold, the economic realm in this
model has no boundaries. Polanyi’s observation that “a market economy can only exist
in a market societies” is certainly true for the neoclassical model.
The First Fundamental Theorem of Welfare Economics, also referred to as the direct
theorem, is generally taken to establish that in such an economy with perfectly
competitive and complete markets a general equilibrium state of affairs comes about in
which every individual's welfare is maximized given his initial resources, meaning that
“no one's utility can be raised without reducing someone else's utility” (Sen 1993b:
521), or if one wants to eschew the word utility, ‘in which no one can be made better off
without making some-one else worse off.’ This last condition is what is referred to as
Pareto-efficiency. 46 To appreciate the Pareto-efficiency criterion as an efficiency
criterion, note that efficiency in its generic meaning pertains to making good use of
resources in the pursuit of a goal. It can be thought of either as maximizing an outcome
variable of interest given some level of resources; or as minimizing the use of resources
to attain a given a level or state of the outcome variable. It is easy to see why the Paretoefficiency criterion is thought to be an efficiency criterion, that is a necessary condition
for the maximization of welfare, in this sense. For as long as an economy is in a nonPareto efficient situation, per definition, given the same level and allocation of
individuals’ resources at least one person could be better of without anybody else being
made worse off. As long as a potential Pareto improvement is possible, resources are
not being used efficiently so as to maximize individuals’ welfare since with the same
(initial allocation of) resources a higher degree of individual and ‘social’ welfare is
possible.
The First Fundamental Theorem of Welfare Economics (FWT) thus proposes that
perfect commodification leads to and is a prerequisite for individuals to maximize their
welfare without impinging on each other’s freedom.
To gain an intuitive insight into the reasoning behind this result, consider an exchange
between only two parties. The FWT is in essence a generalization of this bilateral free
exchange case (Mark Blaug 2007: 187). The most basic intuition behind the case for
free markets is the simple intuitive idea that when voluntary, an exchange between two
parties must be welfare-enhancing for both parties. Given voluntarity, the exchange
would simply not occur if it were not beneficial to or in the interest of both parties. With
exchange unrestricted – full freedom of ownership and contract - welfare maximizing
individuals trade whatever they own up to the point at which all mutually beneficial
trade between them is exhausted and both parties have maximized their welfare given
their initial resources. The FWT extends the bilateral case to the n-person case. It proves
The second welfare theorem (SWT) states furthermore that “any Pareto-optimal allocation of
resources can be attained by means of a perfectly competitive equilibrium plus an appropriate
redistribution of initial endowments” (Blaug 1998: 15).
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that with perfectly competitive and complete markets what holds true for two
individuals is also true for n individuals (idem: 200) and thus with competitive free
markets characterized by unbounded exchange an economy wide Pareto efficient
allocation of goods and resources emerges as equilibrium outcome. That is: “social
welfare is maximised by an allocation of resources that meets with unanimous
approval” (idem).

A few concepts and linkages are thus key to the neoclassical narrative: Markets,
Equilibrium, Efficiency, and Welfare. Written in telegram-style the neoclassical narrative
is that perfectly competitive and complete markets allows for and lead to a Pareto
efficient equilibrium, which implies - and is a necessary condition for - maximum
welfare given an initial distribution of resources.

Free-Market

Equilibrium
leads to

=

ParetoEf5icient
Allocation

(characterised
by)

=

Welfare
maximization

(condition
for)

Though perhaps not that apparent at first sight, looking at how these core concepts are
defined and linked, reveals how central the position of freedom and its specific
conception are. The particular conception of freedom operational within the approach,
informing neoclassical economics throughout is freedom as freedom of choice,
understood as:
“Concretely, freedom of choice refers to the administrative procedure of allowing
economic units to use their own property to make whatever voluntary trades they
wish in the market” (Jerome Rothenberg, 1968: 327).
This conception of freedom of choice, as can be easily appreciated from Rothenberg’s
description, is basically identical to the libertarian notion of freedom as freedom of
contract and ownership in its theory of justice. As conveyed in figure (6.1) below,
freedom as freedom of choice understood as unrestricted voluntary exchange c.q.
freedom of contract and ownership, permeates the analytical and normative categories
and structure of neoclassical economics. I take up each of the core economic concepts in
this story in turn and convey how they are tied up with this specific understanding of
freedom as freedom of contract or the uninhibited voluntary exchange of property.
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Figure 6.1 | Freedom, Welfare, and Free Markets in NCE: The Analytical and Normative
place of ‘Freedom of Choice’ understood as ‘Voluntary Exchange’ & ‘Freedom of
Contract and Ownership’
Freedom as Freedom of Contract in the analytical and normative structure of
Neoclassical Economics
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Free markets and the Market Mechanism
Markets are defined in terms of voluntary exchange: as collections of – potentialvoluntary trades with freedom of contract the essential institutional pre-condition
guaranteeing the liberty to trade. Totally free markets, as in the neoclassical world of
the welfare theorems, mean that there is no restriction whatsoever on voluntary trade:
freedom of contract is Doctrine
absolute.
of preference sovereignty;
Pref. Sovereignty
motivated by Respect for individuals'
agency (in its preference aspect)
- respect for agency
-epistemic
reason
markets
are
to perform their designated

If
equilibrating, efficiency enhancing, welfare
maximizing role, the market - or price mechanism has to be able to do it’s work
uninhibited: demand and supply quantities need to be fully adjustable in line with price
signals so that the latter accurately reflect scarcity. Freedom of contract has here a
crucial instrumental role as the pivotal market institution that makes the market
mechanism possible. The uninhibited working of the price - or market mechanism requires thus absolute freedom of contract. Without such freedom, when voluntary
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exchange is inhibited by rules and regulations, when the rules and regulations impinge
on freedom of contract and hinder or interfere in any way with the process of trade, the
market and its price mechanism are not allowed to work properly.
Equilibrium
John Davis (2008: 10) notes on the neoclassical conception of equilibrium:
“[A]n equilibrium state is the idea of the economy, or a part of it, settling into a
condition in which there are no forces acting to produce change. It is also the idea that
the economy tends to settle to natural resting places in which the different plans and
behavior of countless different individuals is harmonized. The classic example is the
balance of supply and demand. … Economists argue that prices will fluctuate until the
amount demanders want is exactly equal to the amount suppliers offer, and the
market clears.”
Equilibrium too is thus defined with reference to voluntary exchange. As long as there
is uneffectuated voluntary exchange potential at a given set of prices, 47 meaning
demand and supply are not equalized, markets have not cleared, the economy has not
settled into a stable point. Thus the exhaustion of all voluntary exchange, is both a
condition for and characterizes market equilibrium.
One should also note here that not all stable points in which an economy might settle
are considered as equilibrium. For example a labor market situation with the presence
of a mandatory minimum wage and corresponding amounts of labor bought and sold, is
also a stable point where at given prices (wages) individuals’ and firms’ plans are
harmonized. However this is not the equilibrium that a neoclassical economist has in
mind. Equilibrium demand and supply are defined as the values that would prevail with
reference to the ‘pristine’ setting of total absence of restrictions on freedom of contract
and ownership.
Efficiency
Efficiency is the pivotal concept linking the ‘positive’ and ‘normative’ dimensions of
neoclassical theory. What the first welfare theorem proves is the correspondence
between equilibrium in an economy with perfectly competitive and complete markets
and a Pareto efficient allocation. Pareto efficiency is itself not an equilibrium condition;
it is an efficiency condition. It refers to an allocation of resources where it is not
possible - through further allocations - to make at least one person better off without
making someone else worse off. A Pareto efficient allocation therefore signifies a
maximization of welfare given a level and distribution of resources. Though sometimes
the normativeness of the Pareto efficiency criterion is denied and rarely the extent of its
entrenchment in particular values is acknowledged, it is as commonly understood and
in widespread economic usage a criterion of desirability – the First Welfare Theorem is
after all a welfare theorem.
47

Themselves being the result of the aggregate effects of voluntary trade.
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Thus, as it happens to be, the condition for equilibrium in the NCE model is identical to
the Pareto efficiency condition. In the model Pareto efficiency in a market requires
setting that all voluntary exchange potential is exhausted. It requires freedom of contract
- unrestricted voluntary exchange - to encompass each and every possible form of buy
and sale, for as long as there is a voluntary seller and buyer, per definition at least one
person can be made better off without anybody else losing out – since voluntary
exchange can be only welfare increasing.
Welfare
Pieter Hennipman mentions three postulates tied up with the Pareto efficiency
criterion:
“Pareto optimality rests on three fundamental postulates: (1) consumer sovereignty only self-chosen preferences count as individual preferences or yardsticks of
individual welfare (in popular parlance: an individual is the best judge of his welfare);
(2) nonpaternalism - social welfare comprises the welfare of every individual member
of society (except children and lunatics) and nothing else but the individual members
of society; and (3) unanimity - only unanimous reallocations of resources count as
improvements in social welfare. On the basis of these three postulates, it is possible to
demonstrate … the equivalence between an equilibrium in a perfectly competitive
economy and the conditions for a Pareto optimum” (Hennipman (1976), cited in Blaug
1980[1992]).
Here it is the first postulate –consumer or preference sovereignty–48 that I want to focus
attention on in light of the notion and place of ‘freedom of choice’ contemplated as
freedom of contract in NCE.49
Welfare is ordinarily defined in terms of individuals’ preference satisfaction -only an
individual’s (own) preferences count as ‘yardstick’ of his welfare. In the neoclassical
model of the welfare theorems there is however no necessity to try to measure the level
of an individual’s preference satisfaction, for preference satisfaction is taken to be
revealed by market exchange. All one needs to know is that if an individual’s budget
restriction allows for the buying of commodity bundles Y and Z, and the individual buys
bundle Z; than bundle Z is revealed to be preferred to bundle Y and welfare is higher
with the ownership of commodity bundle Z.

I prefer the more general term preference sovereignty to consumer sovereignty as the
sovereignty in question concerns not only consumption decisions or choice in product markets,
but encompasses all types of choices, including choices concerning for example labor supply and
‘human capital’ formation or individuals’ choices in the marriage ‘market’.

48

The second postulate comes down to ethical individualism, which I discussed earlier in part I .
The third postulate is addressed later in the text.

49
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Here welfare itself is operationalized in terms of the scope of exchange possibilities:
(given resources) maximization of welfare = maximization of preference satisfaction =
maximization of voluntary exchange opportunities. The relevance of freedom of choice,
equated with freedom of contract, is here instrumental, related to the role it plays in the
maximization of individuals’ welfare: greater freedom of choice, understood as greater
freedom of ownership and contract - meaning commodity candidacy criteria that allow
for a greater degree of commodification of a greater number of entities - allows for
greater satisfaction of preferences. The equivalence of welfare, preference satisfaction,
and voluntary exchange is amongst others motivated by what may be termed the
‘epistemic privilege’ of the individual: given that an individual “himself knows best how
to secure maximum well-being from the satisfaction of desire” (Bernard Hodgson 2001:
280).
The informational case for identifying welfare with preference satisfaction has strong
purchase in economics. The normative relevance of freedom of choice is in this case
instrumental, derivative of getting the individual his most preferred option. However a
more general, ethical stance on individuals’ agency equally motivates equating welfare
with preference satisfaction as the informational basis of evaluation.
Complementing the instrumental argument for welfare as preference satisfaction is an
intrinsic respect for individuals’ preference agency - the intrinsic value of agency and
the agentic value of freedom of choice. For the principle of preference sovereignty
suggests that it is the satisfaction of individuals’ preferences as determined by
individuals’ themselves that count as welfare - that, “only self-chosen preferences count
as…yardsticks of individual welfare…” (Blaug 1980[1992]: 125). This normative agency
aspect of preference sovereignty is communicated prosaically by Abba Lerner (1972)
narrating a childhood memory:
“One of the deepest scars of my early youth was etched when my teacher told me, ‘You
do not want that,’ after I had told her that I did. I would not have been so upset if she
had said that I could not have it, whatever it was, or that it was very wicked of me to
want it. What rankled was the denial of my personality - a kind of rape of my
integrity.”

Lerner continues by contrasting this to the stance in economics and the role of the
economist:
“I confess I still find a similar rising of my hackles when I hear people's preferences
dismissed as not genuine, because influenced or even created by advertising, and
somebody else telling them what they "really want.”
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As a social critic, I may try to change some desires to others of which I approve more,
but as an economist I must be concerned with the mechanisms for getting people what
they want, no matter how these wants were acquired.
This view I find very close to the idea of democracy or freedom - the idea of normally
letting each member of society decide what is good for himself, rather than have
someone else play a paternal role.” (258)
In its modality discussed here, preference sovereignty in evaluation is a moral stance of
the economist: the conception of welfare is motivated by a normative concern for the
freedom and agency of individuals. The desirability of free markets – of
commodification – rests on the idea that voluntary exchange allows individuals
themselves to reveal and act upon their preferences: free markets, understood as
collections of (potential) voluntary exchanges, are responsive to people’s preferences,
and leave it up to individuals themselves to decide what is to count as desirable,
beneficial, welfare etc.

Freedom and free markets in Neoclassical Labor Economics - The case for the total
commodification of labor
Commenting on the (labor) market sphere and the perception of it held by free market or rather free-capitalism - advocates of his time, Marx (1867 [1982]) writes:
“The sphere of circulation or commodity exchange, within whose boundaries the sale
and purchase of labour-power goes on, is in fact a very Eden of the innate rights of
man. It is the exclusive realm of Freedom, Equality, Property and Bentham. Freedom,
because both buyer and seller of a commodity, let us say of labour-power, are
determined only by their own free will. They contract as free persons, who are equal
before the law. Their contract is the final result in which their joint will finds a
common legal expression. Equality, because each enters into relation with the other,
as with a simple owner of commodities, and they exchange equivalent for equivalent.
Property, because each disposes only of what is his own. And Bentham, because each
looks only to his own advantage. … And precisely for that reason… they all work
together to their mutual advantage… and in the common interest” (280).
This passage accurately captures the state in neoclassical general equilibrium welfare
economics, and as well as the case in much of current mainstream economics’ ideal of
the market. As can be appreciated from the previous section, the understanding of
freedom operative in the neoclassical welfare economic model is still the same as in
Marx’ description of the freemarketist’s ‘Eden’: freedom of choice is the freedom of
contract and ownership – and vice versa. On this one principle stools the whole of the
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neoclassical approach to welfare evaluation and policy, and its stance against collective
agency.

- Commodification
Having set out above the notion of freedom and the analytical and normative place this
notion occupies in the general model, we can be relatively brief on the notion and place
of freedom in neoclassical labor economics, for the same conception of freedom informs
the neoclassical approach to labor and labor markets.
In fact there is little if any difference in NCE’s treatment of labor and other inputs to the
production process. Nor is there any difference between individuals’ labor market
decisions and their consumption decisions. Thus among the “fundamental propositions”
of neoclassical economics related to labor, Stiglitz (2000: 3) counts:
• “In the standard formulations of general equilibrium, e.g., Arrow and Debreu [1954]
and Debreu [1959], labor is just another factor, denoted by its own subscript, xL, just
like capital and land—or any intermediate good. There is nothing special about labor,
nothing to suggest that labor should be treated differently from any other factor.”
• Indeed, from John Bates Clark on, there has been the view that it does not matter
whether labor hires capital, or capital hires labor.”

Similarly, in the usual representations found in standard economics principles
textbooks, individuals’ labor supply decision - the decision of allocating time between
work and leisure - and their consumption decisions – e.g. the decision of consuming
different amounts of cola and pizza - are in neoclassical microeconomics identical
choice problems. Put simpler and more blatantly by Gregory Mankiw (2000: 398) in
terms of aggregate supply and demand in his introductory Principles of Microeconomics
textbook from which figure (6.2) below is taken:
“Labor markets, like other markets in the economy, are governed by the forces of
supply and demand. … In panel (a) the supply and demand for apples determine the
price of apples. In panel (b) the supply and demand for apple pickers determine the
price, or wage, of apple pickers.” (my italics)
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CHAPTER 18

T H E M A R K E T S F O R T H E FA C T O R S O F P R O D U C T I O N

399

Figure 6.2 | The market for apples and apple pickers
(a) The Market for Apples

(b) The Market for Apple Pickers
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market equilibrium wage rate ensures an efficient allocation of labor and the
maximization of welfare. Given the freedom of contract and unintervened voluntary
exchange, market equilibrium comes about where labor supply equals labor demand
and all potential voluntary exchange at prevailing prices is exhausted. The market/price
mechanism and individuals’ and firms’ maximizing behavior ensure that the free market
equilibrium is Pareto efficient: individuals are able to allocate their time between work
and ‘leisure’ and fulfill preferences regarding job conditions (see below) to their
maximum satisfaction while aggregated demand and supply forces in the labor market
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ensures the socially efficient allocation of productive resources, meaning there is no
involuntary unemployment and “the total gains that workers and firms accumulate by
trading with each other” is maximized (George Borjas 2013:144) .
Concomitantly the same policy and normative adagio holds for labor as for any other
entity: Commodify! Commodify so that employees enjoy freedom of choice, so that this
freedom ensures maximization of employee welfare/preference satisfaction and
employers’ freedom ensures that the most efficient and rational allocation of resources
occurs.

- Freedom and commodification
What is termed a free market for a particular entity is nothing other than the total
commodification of that entity. Neoclassical economics therefore, foresees the total
commodification of labor. And it does this in the name of individuals’ freedom, as well
as welfare.
As noted above, neoclassical welfare economics adherence to the ‘principle of consumer
sovereignty’ involves a moral stance that attaches intrinsic value to individuals’
freedom and preference agency. Free markets understood as arena of voluntary
exchange, and freedom of choice understood as freedom of contract, are in NCE among
other things motivated by respect for individuals’ agency and market responsiveness to
their preferences: in free markets individuals are free to determine for themselves what
counts as welfare and to determine and act upon (reveal) their self-chosen preferences.
So too in labor markets. Here consumer sovereignty goes to work and becomes what we
may label employee sovereignty, the preference sovereignty of the working individual
with regard to the job, employment conditions, and employment relations. This
sovereignty of the employed individual involves indeed the freedom to decide for
himself how much time to allocate to leisure versus being employed and earning income
to acquire consumption goods. But importantly, employees’ sovereignty of preferences
concerns all possible elements related to a job. Stiglitz reckons as a third fundamental
proposition of NCE regarding labor and labor markets:
•

“Even issues of workers’ working conditions could be embraced within the
standard neoclassical formulation. If workers value working conditions, then the
optimal “contract” will entail firms spending on improved working conditions an
amount such that the marginal value of improving working conditions still further
is just equal to the marginal cost. More generally, competition among firms forces
them to be “good” employers, paying full attention to all efficiency aspects of the
workplace, from working conditions to organization design (e.g. the extent of
involvement of workers in decision making) … ” (2000: 3-4).
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What is described here is the doctrine of equalizing wage differentials. Also referred to
as the doctrine of compensating wage differentials. This line of reasoning has been an
influential pro-free market argument and it certainly is no exaggeration of Stiglitz to list
it among the fundamental propositions of neoclassical economics. Sherwin Rosen in his
survey of the field in the Handbook of Labor Economics notes regarding the theory of
‘equalizing differences’: “for both theoretical and empirical reasons … it can make
legitimate claim to be the fundamental (long-run) market equilibrium construct in labor
economics.” (Rosen 1986: 637).
Though it is tied up with more issues – especially with a very broadly construed law of
one price – in important ways the doctrine is the labor market counterpart to ‘consumer
sovereignty’. For it motivates the case for competitive and complete labor markets – the
total commodification of labor – by a respect for employment seeking individuals’
preferences. As the reasoning goes, in free labor markets with full freedom of contract
individuals enjoy the freedom to choose employment in line with their preferences over
monetary and non-pecuniary aspects to a job. Full freedom of contract – perfect
commodification of labor – gives individuals the chance to reveal preferences over all
conceivable elements of work and the organization of work, ranging from every kind of
occupational risks - health related and otherwise - to employee voice in all matters,
preferences for the number of working hours etc. Furthermore, the market mechanism
leaves it up to the employed individual to decide on the different weights she places on
these various preferences, while any extra-market decommodifying government
intervention or collectively reached agreement violates this preference sovereignty of
the individual. This goes for labor as much as for any other good or entity: if it is really
important to individuals, not because some politician, government bureaucrat, union
monopolist, ‘social critic’ or expert thinks it is or should be, but is actually ‘willed’ –
preferred - by individuals – for what ever reason – then this will show itself in the
market demand exerted by individuals, while the market mechanism – equilibrium free
market prices reflecting scarcity – ensures that in competitive free labor markets they
will be provided for efficiently by profit maximizing firms.

- Absence of power in free labor markets and the undesirability of collective agency
In subsection (b) below and in chapter seven I emphasize the impact of labor’s
commodification on the employer-employee balance of power and its negative effect on
workers’ agency. This doesn’t sit very comfortably with the ‘free market = freedom’
discourse. How about this?
In the neoclassical/mainstream understanding there is actually no such problem: a
competitive free labor market is held to be an arena devoid of power. In neoclassical
theory and mainstream economic understanding, a perfectly competitive market
economy is a place of equality, as well as of freedom. For all market participants are
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equals in that they are all price-takers. They all share the fate of solely adjusting
quantities demanded and supplied; taking as given whatever price or remuneration
prevails in market equilibrium. Firms, workers, and consumers have the freedom to
decide what and how much to exchange - what and how much to supply, produce and
consume - at given market prices and terms of exchange. Only through the accumulative
effects of actions by individual entities, each too small to affect market prices and
equilibrium supply and demand, are terms of exchange and market outcomes
determined in competitive free markets.
Here already is the entire agency granted to individual actors. Both positively - as a
modeling device and an assertion about the actual workings of competitive free markets
- and normatively - as being a desirable or ethical state of affairs. Actors possess and
should possess no other agency in the economic realm.
Positively, under perfect competition individual agents in the labor market are held to
lack any power vis-a-vis each other, because freedom of contract – liberty in the
exchange sphere – ensures against power of one actor over another in the production
sphere - within the firm. In free labor markets the interaction between employer and
employee and the terms of exchange between them are not under the control of any
individual employer or employee, but rather governed by the market mechanism and is
an outcome of the harmonization of innumerable individual plans and actions.
Employers lack the economic and institutional means – lack punishment mechanisms
and capacity - for power in their relation with employees because employees in
competitive market equilibrium are free to refuse any exchange, and can do so at zero
opportunity cost. Should an employer deviate from equilibrium employment conditions
in for the employee disadvantageous ways, the employee can switch to another –
equilibrium complying – employer at no cost and with no uncertainty involved.
Normatively, as it happens, this situation in competitive free labor markets where there
is no individual nor collective agency power is also how things should preferably be.
Given the understanding and operative notions of freedom, welfare, markets, free
market equilibrium, and power defined as the capacity to deviate from equilibrium
outcomes that would prevail in perfectly competitive and complete markets, the
neoclassical stance towards collective agency is straightforward and one-directional.
Because the institutions of competitive free market capitalism are associated with
individuals’ freedom of choice and sovereignty of their preferences, and competitive
markets are considered the power-free ideal giving rise to individual an social welfare
maximizing Pareto efficient-market clearing equilibrium, any actors that tinker with the
institutional preconditions of competitive free market equilibrium by introducing
decommodificatory candidacy criteria or takes any action that steers markets – i.e.
prices and the quality and quantities demanded and supplied - away from its
unregulated equilibrium conditioned by the social atomism of actors, is the villain in the
neoclassical story.
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The only causal role ascribed to collective agency is tinkering with free market
equilibrium terms of exchange and thereby prohibiting efficiency and curbing
individuals’ freedom by impinging on the freedom of contract and market participants’
free entry and exit. Neoclassical economics is concomitantly hostile towards any form of
collective agency in the labor market sphere aimed at regulation of employer-employee
relations and involvement in the employment contract: be it the collective agency of
labor manifested through the actions of labor unions, or collective agency through
democratic parliamentary and government regulations and policies aimed at decommodifying labor.
Any collective agency is on this view either self-defeating or serves the parochial
interests of a sub-group of individuals. Any attempt through government and union
collective agency to shield employees from job related hazards, from the more
destructive consequences of the ups and downs of the capitalist market economy, or to
try increase in other ways the well-being of individuals by arranging a better deal and
protecting them from employers abuse of their asymmetrical power position vis-a-vis
the individual employee − whether through statutory minimum wage, workplace health
regulation, employment protection legislation, etc. − the response backed up by the
whole - micro, macro and welfare economic - analytical arsenal of neoclassical
economics is always the same: such attempts, however good willed, if indeed good
willed, reduce individuals’ freedom of choice and levels of preference satisfaction by
curbing freedom of contract, while leading to misallocations of productive capacity,
with unemployment and lower levels of output and welfare as consequence.
This basically sums up the neoclassical stance towards collective agency and labor
market policy. In order for competitive market equilibrium prices – terms of exchange – to
be established, laborers and government agency – whether democratic or otherwise needs to be curbed. Which means the total commodification of labor.
Figure (6.3) below summarizes the relation of core economic notions in NCE to
collective agency and policy directed at decommodifying labor.
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Figure 6.3 | Agency and commodification in competitive free markets
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b. Labor Market Flexibilization Policy
The notion of labor market flexibility
The current dominant discourse on labor related policies revolves around the
contrasting notions of labor market ‘flexibility’ and ‘rigidity.’ Labor market rigidity is
understood “in the very broad sense that it limits the possible responses to any
exogenous change in circumstances”, while in a “perfectly flexible labour market” there
exist no such “obstacle to the frictionless matching of an unfilled job” and a “worker
with the appropriate skills” (Robert Solow 1997: 190, 191). Labor market flexibility is
often contemplated as consisting of and requiring flexibility in four broad dimensions
pertaining to the employment relation: wage flexibility, numerical flexibility, further
subdivided into external- and internal numerical flexibility, and functional flexibility.50
To start with the last of these, functional flexibility pertains to the ability and rights of
the employer to direct employees towards different tasks. The content of the work and
character of tasks that go along with a particular job and employment position are
ordinarily to greater or lesser extent and concreteness laid down in the employment
agreement. Greater functional flexibility means here that employees are more broadly
deployable across tasks:
“Functional flexibility is sought so that employees can be redeployed quickly and
smoothly between activities and tasks. This might mean the deployment of multiskilled craftsmen moving between mechanical, electrical and pneumatic jobs; it might
mean moving workers between indirect and direct production jobs; or it might mean a
complete change of career for say, draughtsman to technical sales. As products and
production methods change, functional flexibility implies that the same labour force
changes with them, in both the short and medium term” (John Atkinson 1984: 28).
Numerical flexibility pertains to the degree that management in a firm or organization
can vary the amount of labor, so that “at any time the number of employed/working
[and the hours of labor] exactly matched the number needed.” (idem)
Varying from country to country, sector, and even between firms, the hiring and firing
of working individuals by employers is in various ways and to varying degrees
regulated and bound, either through labor law and rules laid down by the state or
resulting from negotiations between labor unions and employers and their
representative organizations. External numerical flexibility, pertains to the degree that
management can vary the number of employees as pleased, so that firms’ or
organizations’ “headcount can be quickly and easily increased or decreased in line with
even short term changes in the level of demand for labour” (idem), such as for example
through the outsourcing of work and the use of agency-workers who are easily
This classification of labor market flexibility builds on the original contribution developed in
the context of ‘organizational manpower policies’ by John Atkinson (1984).

50
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attracted and fired, or by loosening the rules of firing workers with an undefinite
contract. Internal numerical flexibility concerns employer freedom in determining and
varying the amount of hours and time of the day to be worked by employees, and relates
to such issues as: part-time work, evening, night- and weekend shifts, overtime and
statutory maximum working-week length.
Wage flexibility, finally, pertains to what degree “pay and other employment costs
reflect the state of supply and demand in the external labour market.” (idem) Greater
wage flexibility means that wage-levels and, more generally, employers’ labor costs, are
more nearly determined solely by (free) labor market dynamics, i.e. as an outcome of
the uninterfered exchange between individual work-seekers and employers. It also
means that the division of income be likewise determined by free market forces alone.
Both the distribution of income between employer-employee and ‘capital’ and ‘labor’ the profit and wage shares, or ‘functional distribution’ - of income; as well as the
distribution between groups of workers - i.e. the wage inequality between workers.
Additionally, wage flexibility may also refer to variable remuneration, such as piece
work - where remuneration is based on a set amount of compensation per unit
produced rather than hours worked - and pay per performance systems - under which
employee compensation, including bonuses, is based on assessment of degree of
performance with regard to targets. Here wage-flexibility functions also in service of the
other flexibilities:
“pay flexibility means a shift to new pay and remuneration systems that facilitate
either numerical or functional flexibility, such as assessment-based pay systems in
place of rate-for- the-job systems.” (idem)
Policy aimed at labor market flexibility
On a general note, though policy debate and the economics of labor market policy is
cushioned in terms of ‘flexibility’ and adaptive capacity to respond to changes, this
relatively recent language of flexibility and ‘rigidity’ should not hide the older roots of
the notion, which essentially corresponds to the idea and more general discourse of
self-regulating free markets. Concomitantly labor market flexibility and far-reaching
flexibilization policy may be understood in light of Polanyi’s (1944) remark on policy
and state action geared towards establishing such self-regulation of markets:
“Nothing must be allowed to inhibit the formation of markets, nor must incomes be
permitted to be formed otherwise than through sales. Neither must there be any
interference with the adjustment of prices to changed market conditions - whether the
prices are those of goods, labor, land, or money … no measure or policy must be
countenanced that would influence the action of these markets. Neither price, nor
supply, nor demand must be fixed or regulated; such policies and measures are in
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order which help to ensure the self regulation of the market by creating conditions
which make the market the only organizing power in the economic sphere” (72).
Likewise in the ‘flexibility versus rigidity’ discourse, any action, policy or situation that
affects or inhibits ‘the full workings of the price mechanism’ in the labor market and the
demand for and supply of labor that would prevail in a (hypothetical) competitive
market economy is seen as rigidity, inhibiting the fluid, efficient working of labor
markets. Thus in the above view on labor market flexibility:
Functional flexibilization requires a weakening or abolishment of regulatory or
contractual provisions that bound the ability of employers to direct employees’ towards
different tasks and thereby limit the deployability of an employee within a given
employee-employer relation. Greater external numerical flexibilization means that
workers can be attracted and shed more easily and at lower cost and penalty to
employers. Flexibilization therefore requires a weakening or abolishment of such
regulatory and contractual provisions that bound the ability of employers to hire and fire
freely and at will, and is achieved either by making employee dismissal easier by
reducing employer costs and loosening the rules that regulate individual and collective
dismissal processes or by “hiring [that] gives way to a looser contractual relationship
between manager and worker” (idem). And wage flexibilization is taken to require that
any involvement in the labor market that affects the remuneration on employees, be it
through government regulation or collective bargaining, be counteracted.
Flexibilization and labor’s commodification
I now turn more concretely to how labor market flexibility relates to the three groups of
labor market policies set out in the previous section and the implications of these
policies and labor market flexibilization for the substantive commodification of labor
and employment dependent individuals.
- Flexibilization and Socially provided income insurances
Greater wage flexibility means that wage-levels (broadly construed to include more
generally employers’ labor costs that benefit employees, such as health and risk
precautions), are more nearly determined solely as an outcome of the uninterfered
exchange between individual work-seekers and employers, so that ‘pay and other
employment costs reflect the state of supply and demand in the labour market.’ Public
income guarantees, such as welfare benefits, impinge on this. They ‘distort’ market
incentives and undercut individuals’ labor supply at lower levels of wages. By providing
access to an extra-market source of minimum income they raise in economic parlance
individuals’ reservation wage and put a floor on how low prevailing market wage-levels
can be. 51 The market determination of wages, incentives, supply and demand is
More generically, the ‘reservation price’ is the price below which an owner will refuse to sell a
particular entity or will refrain from supplying more (Ian Steedman 2008: 119). The reservation
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furthermore impinged upon by taxes and mandatory contributions paid by workers and
employers to finance public income guarantee schemes, which affect labor costs and put
a ‘wedge’ between what employers pay and what workers receive, distorting labor
market incentives and outcomes, among which wages, further from their free market
values. Obviously in this line of reasoning, social income insurances are the more
distorting, the higher the income supplement foreseen in by such programs, the longer
their duration and the more individuals are eligible for such insurance.
Flexibility or free market policy is thus geared towards weakening or abolishing extramarket social income security by lowering the level and duration of benefits, raising the
bar for their eligibility (excluding more people from it) and making them more strictly
conditional upon behavior geared towards labor market participation. Indeed, just as
Polanyi notes on self-regulating markets, flexible labor market policy makes incomes
dependent on paid employment and the level of wages on the playing out of ‘market
forces’ (the ‘price mechanism’). Flexibilization policies geared towards weakening and
withdrawal of income insurances, are thus as a general rule meant to and imply as
commodity candidacy criteria a strengthening of labor’s commodity status by
increasing workers dependence on the exchange value of their labor.
In doing so they also tip the balance of power in favor of capital. Policy geared towards
dismantling the various socially provided income security schemes cancels individuals’
opt-out option and increases the necessity to sell their labor-power. The lack of an
income-bottom in the absence of decommodifying social policy, or low levels of such
income guarantees, worsen employment seeking individuals’ bargaining position by
undermining their substantive freedom to withhold their labor irrespective of labor
market conditions and what deals might be on offer - the increased exchange value
dependence lowers in economic parlance, individuals’ reservation wage. The lower
bargaining power resulting from this decreased capacity to withhold labor and not to
engage work on terms offered by employers/the labor market means a lower capacity
to effectively demand a level of minimum pecuniary and non-pecuniary aspects to the
job, thereby increasing the degree of substantive subordination.
Individuals’ bargaining power as employees depends furthermore on the scarcity of
labor. In conditions of relative scarcity, laborers can obtain both better terms of
exchange and resist more effectively undesired subordination in the production
process. Commodity candidacy criteria affect the scarcity of labor through various
channels. The freedom to withhold affected by social security income guarantees is one
wage refers to the wage level - and more generally the quality of the job - below which a person
will not supply or will refrain from supplying more of his labor.
In usual representation of the neoclassical labor supply decision the term reservation wage is
used to indicate only the first part of this definition: “the minimum market wage rate necessary
to induce a person to work positive hours” (Michael Keeley 1981: 10). The term as described
here is more generic.
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such channel. Candidacy criteria that to greater degree allow or enforce exchange value
dependence, have a detoriating effect on bargaining power by increasing the number of
work-seeking persons and the aggregate supply of hours of labor at a given wage, and
thus the competition among laborers.
This may itself have a second round effect when higher labor supply and a concomitant
increase in intensity of competition among laborers and their lower bargaining power,
result in lower market wages, and thereby, given a target or subsistence income level,
increases the necessity to sell more labor, increasing individual and aggregate labor
supply further and reinforcing the initial effect. Individuals’ greater dependence on the
exchange value of their labor and intensified competition among them obviously
facilitate their greater effective subordination.
- Flexibilization and Employment protection legislation
In terms of labor market flexibility EPL has been most readily associated with
(inhibiting) external numerical flexibility. It is thus common to encounter utterances in
mainstream academic and policy related economic literature stressing that “inefficient
statutory dismissal protection may inhibit efficient job separations” imposing as it does
“implicit and explicit costs on the firm’s ability to adjust its workforce to optimal
levels…” (OECD 2013: 69). Greater external numerical flexibilization means that
workers can be attracted and shed more easily and at lower cost and penalty to
employers so as to enhance the fluid working of labor markets. Flexibilization therefore
requires a weakening or abolishment of such regulatory and contractual provisions that
bound the ability of employers to hire and fire freely and at will.
It concerns weakening and/or abolishing employment protection in all three areas
pertaining to EPL discerned above: (i) An overall weakening or elimination of employee
rights connected to dismissal - and reduction of employer costs making employee
dismissal easier and cheaper. (ii) The creation and facilitation of dual tier labor markets
where a part of the labor-force continues to work under more ‘conventional’ openended employment contracts, while another part is assigned various forms of fixedterm and contingent employment relations that allow for greater external numerical
flexibility.52 Measures aimed at regulating the prevalence and employment conditions of
‘flex-contracts’ have been an important target for flexibilization policy. These concern
both providing greater leeway for their firm level prevalence through a weakening or
elimination of regulations which limit firms’ use of flex-contracts to specific situations
such as to work of seasonal character, occasional projects, to cope with temporary
absence of staff members or unexpected temporary high demand etc. And they concern
simultaneously a weakening or elimination of limitations on how often and for how long
the same individual may be hired on the basis of such contracts before an employer has
to offer a regular contract. With flexibilization allowing for greater or unlimited
recurrence and duration of individual flex-contracts. And lastly, (iii) flexibilization
52

As well as along the other three dimensions of flexibility. I come to this below.
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foresees a weakening or absence of the rules that regulate collective dismissal
processes, among which the requirement of consultations with workers’
representatives and mandatory efforts to relocate workers, provide in re-schooling etc.
A fully external numerically flexibilized labor market where “hiring gives way to a
looser contractual relationship between manager and worker” (Atkinson 1984: 3), or in
other words, a free labor market with no employment protection, means that labor
never really escapes it’s exchange phase.
Employers agency-power vis-a-vis employees derives, ultimately, from their capacity to
withhold paid work.53 Commodity candidacy criteria that place greater weight on labor
as a commodity by creating more spot market like conditions, increase employer
capacity to withhold jobs by increasing employer freedom to attract and shed labor(ers)
as pleased, thereby they undermine an employee’s bargaining position; while
decommodificatory candidacy criteria that acknowledge workers as stakeholders to the
employing firm or organization restrict this freedom of the employer, and thus have the
effect of decreasing the latter’s power vis a vis the employee. Flexibilization policy
geared towards dismantling employment security increases employer and
management’s discretion over firing, hiring and renewing the contract of employees,
thereby increasing its capacity to withhold income providing jobs. This works in the
advantage of employers’ bargaining power and position, since this greater capacity managements’/firms’/capital’s greater freedom- means a greater threat to the
employment security and, thus, income maintenance of employees.
What is commonly referred to as employment protection legislation is about more than
dismissal and employment security only. In that sense, employment protection
legislation is a bit of a misnomer and one should perhaps better speak here of employee
protection legislation.
The various forms of flexible employment relations allow greater commodification of
labor in more than one dimension (compared to ‘regular’ employment contracts).
Flexibilization policies that enlarge the scope for various forms of flexible employment
relations allow through these contracts greater employer property rights over labor
Which importantly means, given individuals exchange value dependence, the capacity to deny
income and all the elements of well-being connected to that in a commodified society. The
capacity to withhold jobs also means power over individuals’ experiencing of well-being and
deriving satisfaction from non-pecuniary aspects of having a job, such as, identity, status,
meaning, friendship with colleges, etc. And the power to inflict costs associated with
unemployment, above and beyond the pecuniary consequences of unemployment, such as
various forms of psychological and physical morbidity.
On the non-pecuniary ‘goods of work’ see for example Anca Gheaus and Lisa Herzog
(forthcoming). On the broader relevance of unemployment for individual well-being, see for
example Sen (1997: 160-164).
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(and thus subordination of the individual) in a host of other aspects, ranging from
greater internal or time-flexibility through e.g. the use of min-max, on-call, and zerohour contracts, greater functional or task flexibility allowed for by temporary agency
contracts, greater wage flexibility due to the exemption of many contingent forms of
employment contracts from sectoral and national collective agreements and
government extension thereof, and by the greater leeway provided to employers for
replacing more senior staff with younger cheaper workers, and generally the lower
social security with lower costs and responsibility for the employer associated with
flex-contracts for which usually the (welfare state) social rights and insurances
connected are of a more minimal nature.
Labor market flexibilization through weakened EPL affects also the intensity of
competition among laborers. What regulations and collective agreements on
employment conditions, such as the length of the working week, night shifts, health
standards etc., do is to take out these factors as elements of competition in the individual
competitive struggle among laborers (it does not nullify this competition!).
The exemption of flexible contract from such agreements – which (dodging rules) is one
main reason for their use by employers - re-introduces these as grounds for/elements
of competition, putting intensified competitive pressure not only among those working
on flex-contracts, but on the whole labor force including those hired ‘regular’ contracts.
A similar effect is achieved by simultaneously allowing migrant labor while exempting
migrant laborers from protective and decommodifying rules, regulations, laws,
collective agreements, etc., thereby thus creating an unleveled field of competition that
may deteriorate the position of incumbent employees that do enjoy such rights and is a
way to hollow out national legislation. This is a more specific instance of creating dual
labor markets. Thus also for non-migrant labor goes that allowing for a portion of the
labor force to be flexibilized will undermine bargaining position of laborers.
- Flexibilization and Collective bargaining rights
The view on labor market flexibility set out above is however not very friendly towards
unions. Most often workers’ collective agency through labor unions has been related to
wage inflexibility – i.e. the downward rigidity of wage level due to union ‘monopoly
power.’ More generally union activity and collective bargaining, since it pertains to
almost all aspects of the employment relation and employment conditions, is in this
view a source of rigidity, opposed to internal-, external-, functional as well as wage
flexibility. Flexibilization thus requires in this understanding, and free market policies
geared towards it, the individualization of bargaining.54 Which means, dampening or
prohibiting collective agency is important labor and labor market related terrains.

Atkinson (1984: 3) notes approvingly: “the implications [of wage flexibility] include a
continued shift to plant level bargaining … .”
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The capacity for collective action is an important source of employment dependent
individuals’ bargaining power, that better positions them to demand ‘voice’, rather than
having solely the private option to exit - which is at best very limited for most
individuals. Since workers’ individual agency power is in general insufficient for
accomplishing this and for decommodification more generally, it is only through
collective agency or the political process that the individual can express his agency and
can hope to enforce his freedom, agency and well-being, either through a change in
policies and institutions or through securing rights and resources within the existing
social structures. Candidacy criteria that circumvent employee collective agency by
circumventing individuals’ right to collective organization and collective action, or by
circumventing the actions of their collectives, harm laborers’ bargaining power, and
thereby the terms of exchange they can secure, leading to greater inequality in the
employment relation and facilitating the subordination of individuals.
Interlinkages between flexibilization policies undermining employee bargaining position
and leading to greater subordination
The effect of labor market policies discussed above on workers’ bargaining power and
the substantive commodification of labor are often strongly interlinked and mutually
reinforcing.
I already mentioned how greater exchange value dependence engendered by a removal
of socially guaranteed income insurances not only decreases individual workers’
freedom to withhold labor but also worsens individuals’ bargaining position due to the
increase in aggregate labor supply and increased intensity of competition among
laborers that flexibilization policy engenders by cancelling individuals’ opt-out option,
further facilitating the effective subordination of labor by drawing in or pressuring
increasing numbers of people into the labor market.
Furthermore, as noted in the discussion of EPL, the greater freedom provided to
employers by flexibilization policies geared towards dismantling employment security
that increase employers’ and management’s discretion over firing, hiring and renewing
the contract of employees, forms an important threat to employees. The power of this
threat is larger in the absence of substantial income-floors provided by social income
guarantees. The opportunity cost of unemployment – even very short spells of
unemployment - in the absence of safety nets may be very high, and since it is
management that decides on continued employment, flexibility policy undermines
employees’ position vis-a-vis management once in employment, and facilitates their
subordination to the latter’s goals and preferences.
Yet another manner in which the different aspects of flexibilization and labor
commodification interlock is that flexibilization or free market policy pertaining both to
social security income guarantees and EPL, by foreseeing in greater exchange value
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dependence, greater employee insecurity and intensified competition undermine
labor’s collective agency. As is commonly known employees with a flexible contract and
sectors in which such employment relations are more common have a low unionization
density (are poorly unionized). Workers on a contingent contract are difficult to
unionize among other reasons due to the lack of a stable working environment in the
case of some of the contingent workforce. It is also due to the fact that many fall outside
of collective bargaining results and that unions can often do little for them by way of
legal action since workers on these contracts are legally less protected, which decreases
the benefits of unionization. Furthermore, difficulty in unionization of workers on a
contingent contract arises due to the greater risk for contingent workers of
management retaliation against active union members and the increased costs
associated with this risk of being fired due to union membership and participation in
union activity. This is true more generally for weaker employee protection legislation
that gives the employer greater freedom to shed and attract labor as it suits the
employer without pecuniary and legal costs and impediments: it undermines
substantive union rights and employee voice due to fear of being laid off. For those on
various forms of contingent contract next to this risk and the associated cost of income
loss, the costs associated with possible management retaliation span a greater area
since these workers have less rights and are more dependent on management goodwill
across a greater area of employment conditions – ranging from their working hour
schedules, holiday leave, the tasks they are assigned, etc. Also note that (external
numerical) flexibilization policies impinge on collective bargaining rights set out by the
ILO. Flexibilization policy prohibits regulation of the amount, reason, type, recurrence,
etc. of contingent contracts as subject of negotiation – and the extension of collective
bargaining results to include them - while the ILO acknowledges union rights to
negotiate the character and conditions of employment relations as basic workers rights.
Collective bargaining power, as is the case for individual bargaining power, depends
further on the scarcity of labor. Collective agency is thus also undermined by
flexibilization policy drawing in or pressuring increased numbers of people into the
labor market (by amongst other things increasing exchange value dependence,
downward pressure on wages, and tying income security, health insurance etc. to
employment status).
In turn, lesser collective agency may lead to an increase in the supply of and thus
competition among labor. Unions have generally worked towards reducing the length of
the work week and lowering the retirement age, which decreases the size of the
workforce and increases labor scarcity. With union agency decreased, the pressure for
longer working days and weeks and for increases in the retirement age may have the
effect of further increasing labor supply. While simultaneously labor demand being
reduced by the increased intensity of labor as a consequence of the fear of being laid-off
and the lack of rules and regulation that regulate the use of technologies of monitoring
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and control - such as for example employers having access to the emails of employees
or having the liberty to put cameras and listening devices in working spaces.
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Summary
Neoclassical economics unapologetically advocates free markets. ‘Free markets’ as
commonly referred to by economists mean unregulated markets and imply the total
commodification of the sold entities.
The case for free markets and full commodification rests both on the inferred
maximization of individuals’ preference satisfaction, as well as, importantly, on
arguments pertaining to individuals’ rights to freedom of choice and agency,
acknowledging these as intrinsically important as well as instrumental to the
maximization of individuals’ preference satisfaction.
The particular notion of freedom in economics is identical to the notion of freedom in
libertarian ideology: human freedom is understood as and limited to the freedom of
ownership and contract. That is: the unhindered liberty to acquire, hold and use
property; to own privately and unboundedly, to do whatever one wishes with that what
one owns - including to enter without any restriction into whatever voluntary exchange
- and to fully own the fruits reaped thereby. This understanding of freedom pervades
the analytical categories of NCE and forms the basis for welfare evaluations on which
the case for free market policy and the unfettered commodification of everything rests.
It is the one principle on which the whole of the neoclassical approach to welfare
evaluation and policy stools.
This same conception of freedom informs also the neoclassical approach to labor and
labor market policy and legitimates its stance against protective labor market policies,
democratic determination of economic policy and workers collective agency. In this
view freedom reigns in free unregulated labor markets, therefore the same policy and
normative adagio holds for labor as for any other entity: fully commodify labor so that
employees enjoy freedom of choice, so that this freedom ensures maximization of
employee welfare/preference satisfaction and employers’ freedom ensures that the
most efficient and rational allocation of resources occurs.
Current labor market debates and mainstream policy discourse revolve around the
notion of ‘labor market flexibility’ and mainstream policy is explicitly motivated by and
geared towards flexibilization. In the flexibility discourse, any action, policy, or situation
that affects or inhibits the full workings of the ‘price/market mechanism’ in the labor
market and affects the demand for and supply of labor that would prevail in a
(hypothetical) competitive market economy is seen as rigidity, inhibiting the fluid,
efficient working of labor markets. Flexibilization therefore demands on this view a
withdrawal of the social provision of income security, of laws regulating employee
protection in labor contracts, and laws that provide liberty for workers collective
agency in co-determining working conditions. Notwithstanding the newer terminology,
labor market flexibilization is identical to the older idea of self-regulating free labor
121

markets. These policies are strongly interlinked and mutually reinforce their
undermining effect on workers’ bargaining power and on facilitating the substantive
commodification of workers and their labor.
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7 | THE FATE OF HUMAN FREEDOM IN FREE LABOR MARKETS:
CRITIQUE OF UNREGULATED MARKETS AND THE FREE
MARKETIST CASE FOR IT
“If one didn’t know better, it might seem as if the fundamental propositions of
neoclassical economics were designed to undermine the rights and position of
labor.”
Joseph Stiglitz (2000: 3)

The interesting aspect to the neoclassical case for free markets is that it ethically rests
to an important degree on freedom. The previous chapter has shown the pivotal role of
freedom understood as ‘freedom of ownership and contract’ –that is, as unrestricted
exchange- in neoclassical economics’ case for unregulated markets. Neoclassical welfare
economics is informed throughout by - one may say is built on - the conception of
freedom as ‘freedom of contract and ownership’ and the notion of voluntary exchange
derived from it. Its concepts and models of markets, market processes, equilibrium,
efficiency and welfare maximization, its policy conclusions advocating free markets and
opposing regulation, its understanding of agency and power, and its negative stance
towards the individual and collective agency of laborers is based on this notion of
freedom as ‘freedom of contract’ and the economic categories construed on the basis of
that notion. This particular conception of freedom is central to the advocacy of policy
prescriptions against labor law and regulation of labor markets.
I conveyed that this specific notion of freedom is motivated by respect for the individual
and his freedom of choice. For that same reason however, a substantive freedom
perspective is highly critical of the neoclassical-libertarian conception of freedom and of
its use as a normative or evaluative base. An agency oriented substantive perspective of
freedom differs markedly from the freedom as freedom of contract conception. My
critique of free markets and flexibilization policies is exactly that ‘free labor markets’ do
not lead to general human freedom. On the contrary, the commodification of human
beings it entails allows for brutal unfreedoms and pushes great numbers of people to
great depravations. In this final chapter I raise the issue with seven interconnected
aspects concerning the case for unregulated markets.
In subsection (a) I compare the notion of freedom in the neo-classical case for free
markets with the substantive notion of freedom set out in this thesis, and convey the
general capability based critique and discuss the inadequacy of this nominal notion of
freedom underlying the neoclassical – and libertarian - anti-regulationism and case for
free markets. I show that free markets and the concept of freedom on which the
neoclassical case for it is based, are compatible with great deprivations in people’s
freedom and well-being.
123

Economists rarely ask the people who’s well-being and rights to freedom they are
supposedly defending, what their opinions on matters are, what their experiences and
preferences are. Subsection (b) rectifies this situation and presents results from surveys
inquiring into working individuals’ own preferences for flexible employment relations.
In subsection (c) I discuss the notion of the ‘objectification’ of persons in the
employment and work setting. Here employed individuals are allowed to speak for
themselves: I cite examples by employed individuals themselves about their
experiences with flexible employment relations and the consequences for their lives,
agency, and well-being of highly commodified forms of employment.
Though in economics and free marketism the fiction of the seperability of the person
and his labor is upheld, in reality this is of course not the case. Pretending it is, has far
reaching consequences. In subsection (d) I discuss in what ways the commodification of
labor literally means the commodification of the employee as human being, his/her
commodification as person.
In subsection (e) I show why free labor markets or labor market flexibilization policies
not only affect the liberty that employers have in using workers and their labor for the
creation of profits, but that these policies actively work and are meant to undermine
workers bargaining power and thereby facilitate individuals’ substantive
commodification. The idea that due to freedom of contract and free entry and exit,
competitive free markets are free of power and are places of equality has been
forcefully used to legitimate and argue for free market commodification. In this
subsection I furthermore tackle more specifically why the assertion that free,
competitive markets imply an absence of power relations in exchange and production is
a false notion even on its own grounds.
Subsection (f) argues why the ‘freedom of contract’ that is often framed as working and
work-seeking individuals’ freedom, is not the employee’s freedom but rather that the
commodification it implies is the freedom of the employer.
Labor unions are habitually portrayed in mainstream economics as benefiting a small
group of insiders, defending the rights and freedoms of a select group of workers at the
expense of large numbers of other workers, employment seeking individuals and
society more generally. In subsection (g) I present evidence contrary of these
assertions, and on the many beneficial effects that decommodification of labor through
union action and collective agency has had for workers generally and for the larger
society.
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It is seldom properly acknowledged what democratic deficit results from the aggressive
stance against labor unions as collective agents of employees. In subsection (h) I convey
the importance of labor unions for a properly functioning democracy.
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a. Substantive vs. nominal freedom of choice

- Substantive vs. nominal freedom of choice
Earlier I conveyed that in the juxtaposition of utilitarianism and libertarianism,
neoclassical economics is usually reckoned to belong to the first camp and to be antithetical to the libertarian position. The foregoing analyses suggest that this view can be
rather misleading. For neoclassical economics’ de facto informational basis of
evaluation is the freedom of contract and ownership – i.e. the libertarian conception of
freedom.
Mainstream economics is only interested in the ‘voluntariness’ and ‘revealed
preference’ aspect of a transaction. In this view the effect of greater freedom of contract
and of ownership is to increases the scope and reach of individuals’ freedom of choice
by allowing a greater variety and number of entities to be up for potential voluntary
exchange. Given the basic intuition or presupposition that a voluntary exchange must
be welfare increasing to all parties to the exchange, basically pretty much all a
neoclassical economist needs to know to assess a socio-economic situation is the
potential for uninhibited voluntary exchange allowed for in that situation and whether
exchanges between parties is engaged in voluntarily. Freedom of contract and
ownership being the institutional condition guaranteeing the voluntarity of exchange,
all (s)he needs to know and wants to know as informational basis of evaluation is the
degree and reach of this freedom. The greater the degree and scope of freedom of
contract, the higher is the approving thumb of the neoclassical free market economist
raised.
As conveyed in subsection 6a, preference satisfaction itself being operationalized in
terms of voluntary exchange, any philosophical contemplation about satisfaction and
sovereignty of preferences or utility as basis of welfare evaluation – the utilitarianism of
mainstream economics- collapses in reality to this one notion of freedom as the
libertarian freedom of contract.
Hence, the policies prescribed by the neoclassical economist, whether related to
consumption goods or the labor market, to necessities such as health care, or to socalled contested commodities such as the sale of kidneys, is always the same: establish
unlimited property rights and freedom of contract and let the market mechanism do its
work. That is, its policy prescription foresees in the full ‘commodification of everything’,
increasing both the scope and intensity of commodification.
The mainstream economic notion of freedom of choice as ‘the administrative procedure
of allowing economic units to use their own property to make whatever voluntary
trades they wish’ (Rothenberg 1968: 327) coincides with the libertarian notion of
individual liberty as the freedom of contract. ‘Freedom of choice’ and ‘voluntarily’ are
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here nominal notions. Such freedom of choice does not refer to the actual - substantivechoices an individual has - and the notion of ‘voluntarity’ is consequently limited to
solely an absence of open coercion.
The substantive notion of freedom as the totality of ways of being and doing actually
open to an individual or group of individuals differs markedly from such a nominal
understanding of freedom. The problem with the nominal notion is that it doesn’t say
anything about people’s actual conditions of living. And the notion of freedom of choice
based on it as informational basis of evaluation is blind to the actual options an
individual has. In contrast from a capability perspective, freedom of choice is tied up
with the extent and nature of the real options one has. ‘Choice’ and ‘choosing’ are free to
the degree that one has options to chose from, i.e. depend on the feasible compatible
sets of choices or functioning matrices that a person has. Rather than treating freedom
of choice as a formal possibility materializing in singular points of exchange, to assess
someone’s freedom of choice in a given situation one necessarily needs to take into
account his broader substantive freedom and agency, and thus place the individual in a
broader frame of circumstances (time, place, institutional setting, etc.) relating to his
life. One might say that only the choices of substantively free individuals can be truly
free: i.e., for an individual’s choice to be free, the individual must be free. In a situation of
greater substantive freedom, whatever the individual chooses, there is greater freedom
in that choice; the choice is free-er, the choice is more of a choice.
Consequently a capability notion of voluntarity departs from a simplistic binary
understanding of voluntariness involving discrete categories of ‘voluntary’ versus
‘involuntary’ which, as long as freedom of contract is established, views voluntarity of
exchange as a fact. A substantive notion of voluntarity, willingness etc., deriving from a
substantive notion of freedom and free choice, rather acknowledges that voluntarity of
an exchange, or a person’s free willingness to enter a specific transaction, is a matter of
degrees, conditioned by one’s broader freedoms and unfreedoms.55
In economics a voluntary exchange in free markets is a matter of rejoicing, for it means
that a fundamental freedom has been exerted and a preference is revealed and satisfied
‘uninhibited’, ‘unintervened’. Its evaluative analysis being conditioned by its conception
of freedom of choice and voluntarity, based on its subsequent understanding of the
relation between markets and welfare, neoclassical economics aims to maximize welfare
by maximizing trade-opportunities and voluntary exchanges.
This notion of voluntarity as tied up with an individual’s substantive freedom – e.g. total
choice set or capability matrix - is also found in the example that Sen often gives of the difference
between going hungry because of voluntary fasting versus going hungry out of necessity due to
lack of resources. The voluntarity of hunger can only be established, and lays exactly in the fact
that, taking into account the broader choice situation, the substantive freedoms – in this case
access to food and income - the person enjoys.
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While normatively grounding its conclusions in voluntary exchange, the neoclassical
economics paradigm takes only the ‘exchange’ part of ‘voluntary exchange’ into account.
However if it is ‘voluntary exchange’ that one is after, and it is voluntarity that gives
exchange its normative value, then rather than maximizing solely exchange
opportunities one should aim at least also to increase people’s voluntarity in entering
exchange, which means, it is substantive freedom (capability) one is interested in and
would wish to maximize.

- Deprivations in freedom and destitution in equilibrium
The operative conception in neoclassical economics of ‘freedom’ as ‘freedom of choice’
understood as the ‘administrative procedure of allowing economic units to use their
own property to make whatever voluntary trades they wish’ (Rothenberg 1968: 327), is
as noted identical to the libertarian notion of individual freedom as freedom of contract
and ownership in its theory of justice. It is therefore not surprising that the same
fundamental critique that has been levied forcefully against economic libertarianism is
equally applicable to NCE and to free market capitalism as the institutional embodiment
of the conception of freedom. At a most basic level the critique of such understanding of
freedom is its total indifference to the actual human lot. The problem with the nominal
notion of freedom is that it doesn’t say anything about people’s actual conditions of
living and that the notion of freedom of choice derived from it is consequently blind to
the actual options an individual has. Thus as Sen notes, criticizing the libertarian
justification of markets:
“[M]any large famines − in which millions of people have perished from hunger and
hunger-related diseases − have taken place (even in the recent past) without any
overall decline in food availability at all, with no “natural cause” making the famines
inescapable. People have been deprived of food precisely because sudden and violent
shifts in ‘entitlements,’ resulting from the exercise of rights that people ‘legitimately’
have within the given legal system. Loss of employment and wage income have often
led to starvation. Changes in relative prices have sometimes driven the losers to the
wall. … In fact, it is easy to show that … it is possible to have disasters of this kind
occurring without anyone violating anyone else’s rights at all. The contingency of
ownership, as well as influences that determine transfers and terms of trade, can
easily lead a particular occupation group into absolute deprivation, destitution and
decimation, without anything illegitimate and perverse having happened from a
rights’ perspective. … It is not easy to understand why rules of ownership, transfer,
etc. should have such absolute priority over life and death of millions of people”
(1985: 5-6).
Sen’s remarks target the libertarian justification of free markets. However since
capitalist free markets are the embodiment of the libertarian fundamental rights - i.e.
absolute freedom of contract and ownership are “part and parcel of the exercise of such
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rights” (idem: 3) - the logic of the critique above applies with equal force to free
markets. The fact that free market capitalism is compatible with and may lead to great
deprivations and unfreedoms, greatly undermines the intrinsic case for free markets
and commodification and the normative force of the neoclassical cum libertarian notion
of freedom.
This general critique holds with pertinence when it comes to labor and labor markets.
As discussed in the treatment of exchange value dependence and capability (section
8.2b) market outcomes in themselves do not guarantee that the price of labor – wages –
will be sufficient to adequately sustain the worker and her/his dependents. There is no
inherent mechanism in the market logic that ensures the equilibrium wage-rate be
adequate for the subsistence of workers and/or their households.
This fact should be rather uncontroversial and readily acknowledged by standard
mainstream economic approaches to the labor market, as illustrated in figure (7.1)
below. In this representation, labor market equilibrium, the free market outcome,
comes about at the intersection of an upward sloping aggregate labor supply curve and
a downward sloping labor demand curve. Depending on the location and slopes of the
supply and demand curves, free market equilibrium may hold in point E0, E1 or E2 with
corresponding wage-level W0, W1 and W2. If we denote a ‘subsistence’ level, a minimum
level of wages and income below which an individual’s and his dependents’ standards of
living becomes unacceptably low in a given society, by Wmin. Than as seen in the figure,
there is nothing that ensures the free market equilibrium wage rate to be sufficient for
some desired or minimum level of functioning. The free labor market outcome may be
at that minimum level, as is the case in the figure in equilibrium point E1 at the
intersection of curves S1 and D1 with equilibrium wage-level W1. But it might as well fall
short of it, as is the case with labor demand and supply schedules D0 and S0 and the
resulting wage rate W0. Hence competitive labor market equilibrium is compatible with
the denial to individuals of a valued life, a denial even of basic means of livelihood - with
as a consequence poverty, severely hampered capabilities, individual lives and
communities. A point that gets even more buttressed if Wmin is not thought of as a
‘poverty line’ denoting the minimal level of income to obtain levels of food, shelter,
clothes etc., just enough to fulfill in basic physiological needs. But understood less
minimalistically as concerning more generally the fulfillment of the psychological and
physical needs and wants of individuals as human social beings. That is, if one’s
reference is not some minimalistic physical subsistence, or some minimal level of basic
capabilities, but a rich life in terms of capabilities, a life in which human development
and flourishing is possible.
The above seriously damages the neoclassical notion of freedom and its informational
base of evaluation in welfare and policy analysis, and the case for labor-market
flexibilization policies that work to establish competitive free labor markets. Because
that notion of freedom and welfare evaluation is indeed compatible with deprivation
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and poverty, but, derivatively, also because its welfare evaluation and notion of freedom
in no way picks up on information if even the greatest of deprivations and human
suffering occurs, as long libertarian freedom is guaranteed.

Figure 7.1 | Deprivation in free labor market equilibrium

Wage

W2
Wmin: W1
W0

S2

S1

S0

E2

E1

E0

D2
D1
D0

b. Freedom of choice in employment status: Do employees prefer flex-contracts?
Do flex-workers want a flex-contract? Do they have the freedom to opt for a more
‘standard’ contractual type if they would wish so? It would seem that an approach to
welfare and economics that places much weight on freedom of choice should be
intimately engaged with these questions.
Almost without exception, the findings of studies are an embarrassment for the view
that places much emphasis on diversity of preferences and the capacity of free labor
markets to provide in them. For the answers to these questions for the vast majority of
people working on flex-contracts is clearly negative: the incidence of contingent-work is
in the great majority of cases employer-driven rather than preferred by working
individuals.
Survey results in the Netherlands hover around two-thirds of respondent employed on
flex-contracts indicating they are involuntarily employed on such contracts and
preferring to be employed on open-ended (‘permanent’) contracts. Vice-versa, from the
group of workers with an open-ended contract almost none says they prefer a flex130

contract. A survey commissioned by the Federatie Nederlandse Vakbeweging (FNV)56
finds that of the individuals employed on a flex-contract, between 62% and 71% - nonunion and union members respectively - indicate they are ‘Involuntarily’ or ‘Totally
Involuntarily’ employed on such contracts. In contrast, only 5% of the individuals
employed on open-ended (‘permanent’) contracts indicated they have involuntarily
chosen an ongoing-contract. (Cathelene Passchier and Floor van Gelder 2011: 8; Wim
Woning 2010: 6)
Similar results are reported by the Social and Cultural Planning Bureau (SCP 2013:
18).57 In their panel of respondents about 60% of those employed on a temporary
contract reports preferring a steady job (‘vaste baan’) and only 31% is content with
their employment status, while of those with ongoing contracts 0% indicate a
preference for employment on temporary contracts.
These results are close to findings from international research. David Guest (2004), for
example, reviewing a limited range of literature at the time that covered the issue of
contract choice in different countries, finds that in these studies “about a third of those
working on a flexible employment contract express a preference for it” (8). De Cuyper et
al. (2007) report in their literature survey similar results:
“Various studies signal that most temporary workers are forced into temporary
employment: European … and US … reports estimate the share of voluntary
temporary workers at 30% at best.” (2007: 12).
Studies on individuals’ freedom of choice in the type of employment contract and their
preferences for flex-contracts versus open-ended contracts are rare though. There is
especially paucity in research covering internationally comparative data on a
substantial number of countries. Data from the European Commission’s European
Labour Force Survey (LFS)58 forms a rare exception to this. Among the survey items of
the LFS, one inquires in particular into the reason for individuals having a work
contract of limited duration. 59 Respondents in such employment arrangements are
asked:
The FNV is the largest labor union confederation in the Netherlands.
The Social and Cultural Planning Bureau (SCP) is one of the three main semi-public
independent research intitutes in the Netherland that conduct, amongst other things, labor and
labor market related research.
58 The EU Labor Force Survey (LFS) collects quarterly and annual survey data, covering all
European countries, on an extensive list of labor and labor market-related items deemed
relevant for policy. The EU-LFS is publicly accessible through the European Comission’s statistics
service Eurostat at www.eurostat.eu.
59 “Employees with a limited duration job/contract … are employees whose main job will
terminate either after a period fixed in advance, or after a period not known in advance, but
nevertheless defined by objective criteria, such as the completion of an assignment or the period
of absence of an employee temporarily replaced.” (Eurostat 2011: 46)
56
57
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Did you take that type of job rather than a permanent job because...
1
2
3
4

You had a contract which included a period of training?
You had a contract for a probationary period?
You could not find a permanent job?
You did not want a permanent job? 60

Depending on their stated reason for being in temporary employment, respondents are
ascribed it to one of four categories:
1
2
3
4

Could not find a permanent job
Did not want a permanent job
In education or training
Probationary period. 61

Less than 9% of individuals in the ages of 15-64 that work under a temporary
employment contract answered that s/he ‘did not want a permanent job’, and is thus
working voluntarily on a limited duration flex-contract. The great majority of the
remaining 91% did so because s/he ‘could not find a permanent job.' A small minority
works in temporary employment as part of their education and training or due to a
probationary period.62
Thus, the great majority of people that are in temporary employment (work on flexcontracts) are clearly involuntarily in such employment relations, and have a preference
for more stable employment relations with the greater rights and security associated
with ‘traditional’ open-ended contracts and employment relations. Furthermore, of
those that are part of the less than 9% indicating not to want a ‘permanent job’, still less
have the actual freedom to decide themselves on their contract type, and just happen by
coincidence to prefer what they get.

Eurostat 2014: 44-45.
A respondent is classified under ‘probationary period’ if s/he is in a “selection process during
which an employee new to a job is required to demonstrate fitness for the job by actual
performance of the job's duties.” A respondent is classified under ‘education and training’ if s/he
works on “a contract covering a period of training, such as apprentices, trainees and research
assistants.
62 http://appsso.eurostat.ec.europa.eu/nui/show.do
60
61
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c. Subordination, well-being and agency of employed individuals - On the
objectification of labor

Objectification - concept
There is more generally a tension between labor being simultaneously a commodity and
human life. A dimension to the tension stems from this dependence of an individual’s
human functionings on the exchange value of his/her labor. Another (interrelated)
dimension plays itself out within the firm or organisation. In terms of the capital circuit
this is the production and labor process phase. Here the tension arises more specifically
from labor being a commodified means of production, an ‘input’ to the production of
commodities and profit.
The term ‘objectification’ describes well the consequences of being too far from
attaching intrinsic value to persons. The farther removed from attaching such value – in
evaluation and behavior - the greater is the disregard for an individual’s sentience and
his agentic capacities, needs and preferences - his humanity and human condition - and
thus the more nearly he is treated in one way or another as an object. Not
coincidentally, ‘objectification’ as a term and as a notion also captures well some
important aspects of what labor as commodified input to the production process means
in term of the commodification of the persons.
Contemplating the various manners in which different objects are treated, Nussbaum
(1999) discerns seven such ways in which a person may said to be objectified - of
“treating as an object what is really not an object, what is, in fact, a human being”:
“1. Instrumentality. The objectifier treats the object as a tool of his or her purposes;
2. Denial of autonomy. The objectifier treats the object as lacking in autonomy and selfdetermination;
3. Inertness. The objectifier treats the object as lacking in agency, and perhaps also in
activity;
4. Fungibility. The objectifier treats the object as interchangeable (a) with other
objects of the same type and/or (b) with objects of other types;
5. Violability. The objectifier treats the object as lacking in boundary integrity, as
something that it is permissible to break up, smash, break into;
6. Ownership. The objectifier treats the object as something that is owned by another,
can be bought or sold, etc.;
7. Denial of subjectivity. The objectifier treats the object as something whose
experience and feelings (if any) need not be taken into account” (218).
In this account ‘instrumentality’ has a particular place in the list. Instrumentalization,
closely akin to what I have termed subordination, signifies the degree to which an
individual is reduced to a means that serves or contributes to the accomplishment of an
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end. 63 Having reflected on different forms of objectification in various settings,
Nussbaum concludes that:
“there is something especially problematic about instrumentalizing human beings,
something that involves denying what is fundamental to them as human beings,
namely, the status of being ends in themselves. From this one denial, other forms of
objectification that are not logically entailed by the first seem to follow” (idem: 223224).
This conclusion, and the dimension and forms of objectification discerned, readily apply
to the employment setting. Translated to the employment setting instrumentlization
concerns the degree to and dimensions along which an employee – and his labor - can
be used to serve the purpose of the employer – i.e. profit creation in the case of the firm.
As in Nussbaum’s account, so too in the employment setting it lies at the root of other
forms of objectivication, which follow from and can be viewed as concrete
manifestations of instrumentalization: forms that instrumentalization may take
depending on the degree of subordination of the employed, conditional on the interest
of the objectifier.
High degrees of objectification - be it denial of autonomy, denial of subjectivity,
violability, fungibility, inertness or being treated as being owned - following from an
individuals’ instrumentalization - the subordination of a person to the interests of the
buyer of labor power - is associated with many deprivations in agency and well-being.

Commodification and objectification – Casual employment in Australia
Perhaps what commodification and objectification in the employment setting may mean
for individuals is best appreciated in the stories of individuals’ experiences themselves.
Here below are reproduced some quotes from interviews conducted by Barbara Pocock
et. al. (2004) with individuals employed in a highly commodified form of ‘flexible’
employment relation, called casual employment in Australia. Thus for example, in
employees own words:
It’s all part of this thing where they can toy with you however they want sort of, because
you’re just some sort of a commodity that they’ve called in, like labor hire you’re not an
employee any more you’re just like this thing that can perform labor so they can call you
in whenever, they can get rid of you whenever, they can treat you however they want,
it’s all part of it” (Sarah, 24, law student waitress/telemarketer).
The term is used here without the literal connotation of a ‘tool’, which the word ‘instrument’
also has. In this latter meaning the term would already encompass other dimensions of
objectification -s uch as inertness, denial of subjectivity etc. - which would conflate the various
dimensions of objectification and loose their analytically relevant distinctiveness as categories
that is of relevance to us here.
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In theory, it allows us to have flexible work opportunities but, in reality, I think that
the hours you get given are very much determined by your boss and they’re not
necessarily the hours you want’ (Daniel, 21, fast food worker) (55).
I feel I don’t have as much power in the workplace because I’m not a permanent
employee and that I could be just dropped from the roster if spoke out too loudly
(Patti, 44, security officer/labour hire).
I think when you're in a casual position, if you're very vulnerable and very unable to
voice, … because you know that you can’t sort of stand your ground while things get
sorted out because the way it would be sorted out is you wouldn't get another contract
(Dorothy, 53, research assistant) (117).
people … are living from week to week, what do you do? I mean, who are they going to
argue with? (Marko, 20s, crane operator).
it’s so easy to get rid of you if you’re a casual that you’re often not willing to say
anything. … there’s all sorts of things happening but I just didn’t feel like I could say
anything because he was the type that would punish you for it (Monique, 24, church
youth office worker) (118).
She didn’t think it untoward in a staff room meeting to be so unpleasant to some that
they would cry. There were several teachers who were reduced to tears as a result of
the way she spoke to them. She just seemed to treat the staff with contempt and with
very little respect for their professional qualifications. She was just a thoroughly
unpleasant woman. … I feel pretty firm in the view that she felt that she was able to
behave however she liked because we were employed as casual and if we didn’t toe
the line we really could be out on our ear the next day or the next week. We could be
given 24 hours’ notice. That’s definitely a correlation we all drew (Maria, 30s, ESL
teacher) (101).
… the hardest thing was if I’d get migraines and I’d be at work …it was very hard then
to say ‘I’m too sick to be working.’ … that was really difficult, just to say, ‘I need to go
now.’ ... Yeah [so I’d work through the migraine] too far and you know, I’d end up
vomiting and go home. (Laughs) Having vomited, they’d let me go home. (Daniel, 21,
fast food) (152).
If you’re sick they get really pissed off because you’re not available. Yes, they just get
annoyed (Patti, 44, security officer/labour hire).
being casual if you’re sick you don’t get paid …and then if you’re sick longer you still
don’t get paid and the cycle just perpetuates itself and you might get sicker because
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you can’t afford things or medicines or going to the doctor or things like that (Rhys,
29, security officer) (162-163).
My health has been affected greatly [being casual]. I mean two years ago I had
precancerous polyps removed from my bowel … and I was told that if those polyps
were left unchecked the doctor would give me five years to live. Now, as foolish as that
sounds I haven’t been back for another colonoscopy in fear of if they have to do
greater surgery, the time it takes for me to take off from work, I don’t get paid and two,
the fear of losing my job to one of these young guns that have been there for six
months that head down and arse up flat strap all day. And that’s life threatening. … But
you know, as the breadwinner, the sole supplier of the mortgage payments, the car
payments, you bloody well die just to pay these bloody bills ... It is bloody hard, it’s
really hard (George, 40, technician) (165-4).
… I fell and I broke my wrist and my elbow, had one day off, went and had it plastered
and was told to take at least two to three weeks off work and not to use it. I just
couldn’t afford to do that so I went back to work the next day. … And I was working as
a cashier at that time which needed both hands. Work wouldn’t allow me to do lighter
duties, so I kept doing my normal job and it was agony. And I’m still not properly
healed because of that but I had no choice. I was a single parent at that time. I had to
keep working ... And another time I had broken ribs – exactly the same thing. I was all
strapped up, had problems breathing, had problems even moving or standing up.
Same thing, I had to go to work. Twisting back and forth on my chair, cashiering and to
talk to customers and having to stand for probably four or five hours in a day. It’s a lot
longer to heal than it normally would. But just no other choice ...” (Rachel, 40s, cashier
govt/labour hire) (166).
I’ve had back and arm problems ... the first time I was going to fill out forms for
[workers compensation] and the boss wanted to see me in the office.... he didn’t come
straight out and say it, but he virtually insinuated that if I did put in a workers
compensation form, that he would cut my hours back to nothing and he couldn’t
guarantee me a job. So I didn’t bother to doing that and still worked …. (Abby, 30s,
cleaner) (167).
Well, it could be dangerous in the situation, where you’re in a crowd control situation
not having a break to eat and you start to feel a bit dizzy or a bit faint, or you’re
standing in the heat all day. You start to make wrong decisions, you know, things like
that (Patti, 44, security officer/labour hire) (164).
For myself, it was [awful]. And it’s not just those long sicknesses. It’s kids being sick or
parents being sick – you know, elderly parents – not just myself. I see other women
come to work all the time leaving their sick kids at home because they had no choice
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but to work. So it’s just really tough. I’ve sent my kids more times to school than I
probably should’ve (Rachel, 40s, cashier govt/labour hire) (155).
As said, these individuals are employed on ‘casual terms’. The label casual employment
as used in Australia, involves terms of employment in which individuals lack
entitlement to a period of notice before dismissal, do not have an implicit or explicit
contract for long-term employment (Cuyper et. al. 2007: fnt 2), and are not entitled
either to paid holiday leave or paid sick leave in their main job (Pocock et.al 2004:19).
The incidence of casual work is far from a marginal phenomenon. According to data
from the Australian Bureau of Statistics (ABS), which takes this latter characteristic as
basis, 2.3 million of the total of 9.6 million employees – i.e. one-in-every-four Australian
employees - were employed in 2014 (August) on casual terms in their main job.64
The Pocock et al study abounds with examples and quotes from individuals on their
experiences that exemplify how a high degree of commodification of labor is associated
with high levels of agency and well-being deprivation, including many or all of the
objectifications conveyed above. The above selected quotes from individuals employed
on casual terms cover only some important facets of their employment situation, many
other aspects accompany their casual employment status, such as: “Trouble with
financial planning, borrowing and saving for retirement”, having “few holidays because
they cannot get away, lack funds, or are fearful of not having a job when they return”
(7), the negative “impact of their jobs on their partners and upon their children” as
“they miss key school and family events because of unpredicted work’ and more
generally the negative effects of ‘The stress and unpredictability of casual work” on
personal relationships. (16) “Many casuals work in fear of dismissal …. Some do not
know when they have been effectively dismissed: they wait for the call for a next shift
that does not come.” (7), “a steady sense of surveillance” (13), “Many casuals feel under
constant surveillance in relation to their work performance…”(12).
Whether or not one bring these under one of the categories of objectivication, a loss of
agency and well-being is associated with the high degree of commodification brought
about and/or allowed for by ‘labor market flexibility’ and free labor markets. Many of
the working individuals interviewed in the study have generally little doubt on who the
privileges of flexibility are bestowed by labor market flexibility geared towards
flexibilization of employment relations:
I believe all the flexibility’s with the employer. I believe that the way that I’m
employed and the way that I’ve seen other casual people employed, you have no
Australian Bureau of Statistics. (2015 October) Characteristics of Employment, Australia,
August 2014. (Data catalogue number: 6333.0. web-link: here).
The definition of ‘casual employees’ as operationalized by the ABS, corresponds to the latter
characteristic mentioned in text. Thus: “Casual employees are employees who are not entitled to
either paid holiday leave or paid sick leave in their main job.” (www.abs.gov.au)

64

137

bargaining power so flexibility is all about maximum flexibility for the people who
employ you (Dorothy, 53, research assistant) (idem: 54-55).
Thus note Pocock et al. that “despite the promise of casual flexibility” the majority do
not enjoy flexibility and see it as something their employers gets: “Flexibility has many
dimensions including predictability of ongoing work, days of work, total hours, start
and finish times and breaks. Many casuals have surprisingly little capacity to influence
these aspects of their casual work…” ( idem:6 ).
The quotes from employees illustrate what was noted more generally above: high
degrees of objectification - and more generally, deprivations in agency and well-being follow from the subordination of a person to the interests of the buyer of labor power
(from the ‘instrumentalization’ of the employed). Having noted this, the question in
capability analysis is ‘what explains levels of (high) instrumentalization and
objectivication’, or more specifically from a capability perspective: what (prior)
shortfalls in (other) freedoms and agency contribute to the resultant situation. That there
must be involved a prior or more general shortfall in freedom and agency is evident. For
without such (‘prior’ or more general unfreedoms), the ability to subordinate an
individual to some great extent and the latters’ undergoing of it – including the
deprivations in wellbeing and agency associated with these in the employment settingare unlikely or impossible to occur. The former is a precondition for the latter.
The foregoing analysis and framework of commodification suggests that unfreedom
born out of exchange value dependence is a prime factor. Significantly, as an
employment dependent individual it is not only my capacity to withhold labor, but that
of others also that determines my level of freedom or unfreedom, since their exchange
value dependence or independence determines the intensity of competition, and
greater intensity of competition undermines my position vis-a-vis employers. Two
other connected factors were discerned: the freedom of the employer to withhold jobs
and workers’ capacity for collective agency. As was said on the former, what is a
freedom for the employer is a threat for employee. The latter, collective agency, is
necessary because since, in this case, my degree of freedom or unfreedom does not arise
from my particular situation in isolation, but is intimately connected to the degree of
unfreedom of other employment dependent individuals, such that for an increase in
freedom in employment a synchronization of action and bundling of leverage is
necessary. The analysis furthermore conveyed the intimate (causal) ties between these
four freedoms – i.e. my freedom to withhold labor, others’ freedom to withhold their
labor, employers’ freedom to withhold jobs, and workers’ collective agency. Thus, for
example, exchange value dependence of the employee and the greater freedom of
employers to shed and utilize labor work in tandem – reinforcing each other - to
increase the degree of subordination of the employed person. This freedom of the
employer (or ‘numerical flexibility’ in the employment relation), and ‘existential’
exchange value dependence work furthermore in tandem to decrease workers’
collective agency, strengthening their effect on individuals’ subordination. This goes for
138

other flexibilities in the employment relations as well, be it functional flexibility or
internal numerical flexibility, greater scope provided for these by labor’s commodity
candidacy criteria, gives the employer more tools and greater control over them of
reward and punishment, and thus the ability (other than firing) to punish employees
engaged in union action.
It is striking the degree to which many of the experiences and stories of casually
employed individuals bear out this analysis linking commodification to capability. Many
of the quotes above testify how exchange value dependence and the greater freedom of
the employer to withhold makes people go to work when ill or injured, work “hours
well beyond their preference” and put in unpaid overtime, makes them afraid to voice
themselves, makes them take insults etc. Pocock et al.:
“The insecurity of casual work … undermines the exercise of their existing rights and
makes them very powerless to control critical aspects of their work lives,.” (8)
Financial considerations arising from the absence of paid sick leave and a fear of
losing future working hours or even one’s job due to the competitive pressure
engendered by the lack of employment protection makes illness “a moment of real
hazard.”(7) “Getting older, speaking up, or contesting aspects of working life can result
not just in lack of opportunity for permanency, but loss of working hours and loss of
the job completely.” (12) This fear of speaking up is mentioned by workers with very
different levels of experience and skill: ‘you can be gone in a second’. Skills and
experience are no protection..... for the majority of workers in this study, loss of voice
at work is a significant price of casual terms”(13).
Others furthermore mention the decreased collective agency of a flexibilized labor
force:
“There is, however, the problem of ‘payback’ from management if they want to
discourage union involvement in the workplace. Sarah feels that casual employers will
work hard to prevent their workers becoming unionised … and will get rid of any
casual who calls the union in:
You’ve got the problem I said before, which is inherent in the casual thing, that even if
you get your union rep in, they’re going to drop you. They’re going to make sure their
casual workforce is not unionised because that’s going to mean paying higher wages
and whatever else. (Sarah, 24, student waitress/telemarketer)” (idem, my italics])
“Allan has little confidence in improving the situation of casual employees or that his
union can assist in improving casual compensation, reflecting the weak power of
casual employees:
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My union has suggested that they would like to negotiate for a higher loading of 30 per
cent but I personally think they have got no show in hell of getting anything out of the
employer group. Our last pay increase expired on [date] and the union and the
employer group have been in negotiations since then but the employer groups just
don’t negotiate, [they] just go ‘no’. They can afford to because they know that the staff
are highly casualised and chances of us - a lowly unionised very casual work force actually striking to get an increase is minimal. If the teachers were to strike, the staff
would simply be sacked. And they would send the employer more casuals to replace us
... None of us could afford to do that, you know, take the risk that we would more than
likely lose our jobs. So we have to wait and we’re at the beck and call of the employers.
It’s up to them to decide when we get a pay rise and essentially how much it is. The
union can negotiate and eventually it might go to some sort of arbitration but it’s a
long time happening ... A very powerless position essentially (Allan, 30s, ESL teacher).”
(idem: 148-149, my italics)

Freedom as non-domination
For the overwhelming majority of casuals liberty of contract and a flexible employment
relation does not mean greater opportunity to express and fulfill their preferences (etc.)
However, not all flex-workers evaluate their job conditions as overall negative. In the
Pocock et al. study for example, while the majority of the interviewed individuals are
what the authors term Reluctant casuals - individuals who experience and evaluate their
casual terms of employment as mainly or totally negative - some 24% of the
interviewees are ‘Positive casuals’: individuals who may experience some downsides to
their employment status, but are in the main positive about their employment
conditions (25-26). Especially, “They like their hours, which are mostly less than fulltime and can vary, and they find that their jobs can fit around their other activities,
generating useful income and other benefits including pleasure from the job itself” (25).
A number of key determinants associated with a positive evaluation of employment
status consistently emerge from the study (25): (i) Good relationships with supervisors.
(ii) A minimal level and degree of predictability in work hours and income, and
relatedly, having a say on the scheduling of one’s work and the possibility to take leave
and turn down work. (iii) For many casuals that are positive their casual work is not
their primary source of livelihood; they rely on another source of income. (iv) Positive
evaluation is very dependent on individuals’ place in their life-cycle. For example some
of the positive casuals are in their retirement years, but make clear that “this form of
employment wouldn’t have suited them when they had dependents or a mortgage.” Or
as another example: students that are positive about their working (part-time) on
casual terms expect to be non-casuals in the near feature and many of them express the
desire for a more permanent job with a.o. more security.
Especially the first point - having good relations with management - and the third having another source of income - arise as important factors for a positive evaluation.
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Notice that the third point means that a relative exchange-value independence of one’s
labor arises as a positive determinant in the evaluation of employment status. And also
to a great degree the fourth point – positive evaluation being dependent on position in
life-cycle - is tied up with individuals’ varying degree of dependence on the exchange
value of their labor for living their lives over the course of their life-cycles. It is however
on the first factor and the significance thereof from an agency oriented capability
perspective that I want to focus. The second factor of positive evaluation in the list – and
more generally having a say in work related matters - is as the study finds conditioned
upon the first, on having a supportive manager who is open to negotiation.
This dependence on management discretion of having a say on matters of one’s working
time and amount of hours - and more generally on one’s actual conditions of
employment - is a recurrent and central facet of the stories and experiences of casually
employed individuals. For example Chelsea is among those who are overall positive
about their employment status:
“Chelsea thinks her casual job is good: she can build her shifts around her study, and
knows her basic shifts four weeks in advance:
It’s good and flexible if you have study at the university, things like that. Basically, things
change every semester and you’re able to adjust when you’re working around timetable
changes so you don’t have to be locked into only be available certain days which a lot of
people experience on contracts (Chelsea, 20, student, retail worker)” (26).
Chelsea, like most of the positive causals also experiences downsides to her
employment status, 65 but evaluates it overall positively. Her two casual jobs help
finance her car and living expenses and the casual work also allows her flexibility to
visit her boyfriend who lives in another town. From a capability perspective the fact
that her current employment on a casual contract allows her to combine earning an
income, studying and visiting her boyfriend, is off course, c.p., freedom increasing. But
the twist to the matter, that makes this freedom a very bounded one, is the fact that the
freedom is conditioned upon ‘good relations’ with management. Pocock et al. note:
“Chelsea has good relations with her supervisor, and mostly tries to do the extra shifts
that are offered to her partly because ‘they’d stop calling you’ if you refuse. … Her
positive assessment is not without qualification. Unpredictable work can be ‘a pain’ as
well and she feels a sense of obligation to agree to work when it is offered out of
concern that she could lose future work if she does not. “Chelsea feels that her happy

“However, it is also a pain not knowing sometimes when you’re going to be working and
sometimes even getting shifts that aren’t appropriate for your availability even when you are
available” (idem).
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situation is very dependent upon a good immediate supervisor. Some of her friends have
not fared so well.’ … ” (27, 28, my italics).
The greater dependence of one’s employment experience upon good relations with
management has at least in three ways relevance for individuals’ freedom and the
evaluation of labor market policy. First, most obviously relevant is that individuals do
not like it. It is widely mentioned even by those that are on balance positive about their
casual employment as a great disadvantage and down-side, which they would have
preferred not to have. Secondly, dependence on good relations of such basic things as
one’s work schedule, working hours and consequent levels and stability of income,
means an undue leverage that management and the employer are afforded over
employees with flexible employment relations – with greater subordination of the
individual to production and concomitant adverse consequences for their well-being
and agency, as amply discussed above. It is however a third point that I want to
highlight here from an agency perspective, namely, what has been referred to as
freedom as non-domination. It applies to all employees, but I want to make the point
specifically also for employees who are overall ‘positive’ or ‘satisfied’. The point is that
even if one’s actual situation is to some degree well-being conducive and to some
degree in line with one’s preferences, in itself a desirable state of affairs, if such “happy
situation is very dependent” upon the preferences of another - in this case management,
supervisors, business owners, but also co-workers on a more open-ended contract (the
‘insiders’) - then to that fact itself is connected a rather great unfreedom.
The welfare or capability relevance of such situation is well brought out by Philip
Pettit’s explanation of ‘freedom as non-domination.’ In Just Freedom (2014) Petit
illustrates the notions of ‘domination’ and ‘freedom as non-domination’ by way of an
example of a married couple, Torvald, a successful banker, and his wife Nora, in the play
‘Doll House’ by Henrik Ibsen. Pettit sketches the situation thus:
“Under nineteenth-century law Torwald has enormous power over how is wife can
act, but he dotes on her and denies her nothing –nothing, at least, within the accepted
parameters of life as a bankers wife …. When it comes to the ordinary doings of
everyday life, then, Nora has carte blanche. She has all the latitude a woman in latenineteenth century Europe have wished for.”
Having noted that Nora “enjoys many benefits that anyone might envy,” Petit asks: “But
does she enjoy freedom”, “is this enough to allow us to think of Nora as a free agent?”
(idem: xiv). His answer is a clear ‘no’:
“The absence of interference Nora enjoys is not enough for freedom in this sense [i.e.
freedom as non-domination], since it only comes about by Torvald’s grace and favor.
In order to enjoy freedom you must have the ability to avoid interference if others
take against you, and this is precisely what Nora lacks …. Thus, as things stand, she is
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indebted to him for the latitude of choice she enjoys. She is subject to his will, by
virtue of his legal and cultural power, and it is only her good fortune, not the status of
being a free woman, that explains why she escapes his intrusion in her life.”
What Nora needs, if she is to be truly free, is … the absence of domination: that is the
absence of subjection to the will of others…” (idem, my italics).
“Nora’s predicament ought to be familiar. Think of what it is to be in a position
where you may or may not suffer ill-treatment, depending on the whim of another,
be it a teacher or boss or bank manager, an insurance agent or a counter clerk, a
police officer or immigration official or prison warden. Think of what it is to have no
physical or legal recourse against such an uncontrolled or arbitrary presence in your
life, to be under the power of that other, depending on the goodwill of the person to
avoid suffering some loss or harm. Such dependence amounts to the same
unfreedom that Nora endures. If you happen to be treated with indulgence and
goodwill, as Nora is, then you will of course be a lot better off than if you incur the
malice of the other. But even if you escape ill-treatment, you can only congratulate
yourself on your good fortune, not your freedom” (idem).
Similarly, as clearly voiced by most casual workers in the study: even when they are
relatively well-treated, granted a voice and some autonomy in work matters, these
elements of positive functioning are to very great degree under the control of another
(managers, owners, temporary work agencies and colleagues working on ‘permanent’
contracts) who they need to keep satisfied if they want to continue having a job and
income, or to be able to go on holiday, have a say in shifts, to not end up doing
disproportionately often the most unpleasant tasks etc. From an agency perspective
who decides, who has what powers, by who’s grace one can experience well-being, have
consequential as well as intrinsic importance. This is also true whether one’s
preferences coincidentally overlap with management needs or not.
Flexibilization/free markets/the commodification of labor increase, amongst other
things by making individuals more readily potentially replaceable, ‘domination’ and the
greater precariousness associated with it. The greater the degree of commodification of
labor, the greater is this degree of dependence, meaning the greater is the domination of
the individual and thus lower his agency, apart from the agency and well-being
consequences associated with it.
Two short further remarks on freedom as non-domination are in place:
First, if one recalls, to elicit the degree of freedom in a given situation, in capability
analysis one asks the counterfactual question. Thus not only ‘do you prefer this
situation’, ‘are you satisfied, content etc. with this situation’?; but also asks: What if you
did not prefer this situation, or were not as satisfied with it, do you have the freedom 143

liberty, opportunity etc. - to act and choose differently? To ask even in a situation to
which a persons consents or is content with, “if one preferred, can one choose, act, be,
have, feel etc., differently, shortly experience different functionings, simple as it is, it is
one of the most powerful tools within the CA to gauge the freedom present in a
situation.
Notice that the question one asks from a freedom-as-non-domination view even in a
relatively well-being conducive situation is a corollary to this one: If another person had
preferred differently, could you still function in the same well-being conducive manner?
Answers to both questions give us valuable information on the degree and nature of an
individuals’ agency; in fact they are off course not wholly different questions.
Secondly, it might be remarked as an argument against the intrinsic welfare relevance
of freedom as non-domination and the intrinsic value of agency that people may prefer
to be satisfied than to be free of domination or have agentic capacities. However the
freedom relevant point lies here exactly in why they should have to choose between the
two. Thus for example in situations similar to Nora’s it might hold even for a majority of
people, and very understandably so, that faced with the choice between a) complying to
the rules and norms of her social circles and those that govern her relation with her
husband, and through that enjoy many benefits or satisfaction of many preferences, or
b) step outside those boundaries and live (or risk living) a life of poverty at the social
periphery; that one would choose for the first of these situations. If faced by such a
choice, they have the blessing of the capability approach, so to say. The approach itself
is not about what individuals’ should do, but what they can do. The fact that they are
presented with such choice – rather than what they choose - is here more relevant as
basis of evaluation.
d. Commodification of labor is commodification of persons
“But labor … [is] no other than the human beings themselves …. “Labor is only
another name for a human activity which goes with life itself, … nor can that
activity be detached from the rest of life, be stored or mobilized…” “For the
alleged commodity "labor power" cannot be shoved about, used indiscriminately,
or even left unused, without affecting also the human individual who happens to
be the bearer of his peculiar commodity. In disposing of a man’s labor power the
system, would, incidentally, dispose of the physical, psychological and moral
entity “man” attached to that tag.”
Karl Polanyi (1944 [2001]): 75, 76)

Even at this abstract level it is hard to speak of labor without reference to the human to
which it is ‘attached’. One major aspect particular to labor(-power) as commodity that
sets it apart from other commodities, as noted by Polanyi in the quote above, is the fact
that the owner/seller and the entity that is sold or rented out are inseparable. Labor(144

power) is inseparable from the laborer, from the working individual as human being. As
a consequence, quite literally what is commodified with the commodification of labor, is
the person himself. One cannot speak about ‘labor’ without necessarily implying
something about the person and his/her situation. Therefore, to deepen the
understanding of labor’s commodification and to advance a more concrete conception
of the degree of commodification of labor for welfare - and capability analyses requires explicating this relation between a person and the commodification of her
labor.
To further develop the concept and a conception of labor’s commodification, here below
I set out various ways in which labor and its commodification relate to the person and
his life. I set out some salient ways in which the commodification of an individual’s
labor, it’s exchange value dependence and subordination to the capital circuit, is de facto
or in it’s consequences the exchange value dependence and subordination of the person
and his/her life itself, even that the person herself is made into a commodity. The
commodification of labor is the commodification of persons.

Autonomy - transfer of time and self-direction
One straightforward manner in which the commodification of labor means the
commodification of the person lies simply in the ontological facts that labor activity
cannot be separated from the laborer, and equally obvious, that a laborer cannot have a
separate life from his Life, that is cannot spend time, ‘be’ outside his living time. Many of
us have become accustomed to entertaining the notion that one’s ‘real life’ starts ‘after
work’ - a significant fact in itself. On the ontological plane however there is of course no
such bifurcation of life: time spent in work is life-time, one cannot put life on hold, that
is, put time itself on stand-by. As such the commodification of labor means the selling of
chunks of one’s life itself, that is of one-self.
Another reason why the commodification of a persons’ labor means that the person
him/herself is made into commodity is that by selling one’s labor one partly disowns
oneself. For by selling one’s labor one has sold property-rights over oneself to another.
It is not ‘solely’ labor(-power) that is bought and consequently owned by the firm.
Rather it is the individual, the person, that is sold, and consequently owned by a firm or
some other employer. Obviously it is not the individual tout court that is sold, nor does
the firm possess and enjoy full ownership of the person. Nevertheless, by selling the
property rights to her life-time, by selling the freedom to do any other activity, selling
the rights to her self-direction, power of decision, uses of her creativity etc. one has sold
and thus disowned oneself.
These are not meant as controversial statements, but rather follow from the
straightforward fact, pointed out above, of the inseparability of labor activity from the
worker and thus of working-time from one’s life. Selling one is selling the other. Two
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objections may nevertheless be made here to the use of terms. Treating them will throw
further light on the conceptual framework set out in this chapter.
The first objection, contrasts slavery - in which case it is the person that is sold, made
into a commodity - with modern, capitalist employment relations – in which case, it is
maintained, it is not the person’s self that is the commodity being bought and sold and
owned. A second objection might be that it is more appropriate or more precise to
speak of ‘leasing oneself’ rather than ‘selling oneself’.
In light of the foregoing we may be relatively short on the second objection: it may be
that it is perhaps more helpful to speak here of one ‘leasing oneself’ rather than ‘selling
oneself’. This - leasing or renting out - does not change the fact of the commodification
of the person, rather it constitutes it. If one leases oneself, this implies there is a leaser
and a leased. Since what is leased by the person is the person himself, the ‘leasing’ is the
commodification of the person and it is a transfer of ownership rights over the person.
As concerns the first objection: it arbitrarily constrains the meaning of ownership. Such
objection, if it is to be upheld as conceptual objection, is based on a binary
understanding of ‘ownership’ – an entity is either ‘owned’ or ‘not-owned’ - and is
limited to a consideration of ownership of the whole person. This binary understanding
of ownership is however untenable and of little conceptual use given the many
modalities that ownership may take, as set out by property-rights theories (subsection
4a). Slavery entails full ownership over a person by another, including the right of
alienability. There is no reason however why - as in modern employment relations selling the property right and control over one’s time, capacities, behaviors, activities,
fruits of labor etc. that is tied up with less than full ownership over a person should be
regarded – as at the other extreme - as entailing no-ownership rights over the person,
why engaging in the employment transaction should not be regarded as tied up with
‘disowning’ one-self just because such disowning is not total (i.e. one retains to various
degrees ownership in dimensions pertaining to oneself).
The framework set out in previous chapters is better able to accommodate and more
accurately situate the difference between the modern labor contract and employment
situation and the situation of enslaved individuals. And it does so in a welfare relevant
manner. Thus on the one hand, an employee owns herself - being a free individual,
having freedom of contract and retaining degrees and dimensions of self-ownership in
the employment relation - and simultaneously she also does not own herself, since she
has disowned herself by selling the property rights to her lifetime, by selling the
freedom to do any other activity, selling the rights to her self-direction, power of
decision, uses of her creativity etc. Instead of a binary owning versus not-owning
oneself, it is tied up with exactly in what sense, in what way and to what degree one
owns and does not own oneself in the actuality of the employee-employer relation and
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the act of production and what this means for an individuals’ freedom (the topic of the
next section and following chapters).
In sum, related to the commodification of labor as the commodification of the person:
The more the selling of labor involves a transfer of autonomy and self-direction, the
more nearly the buyer acquires rights and powers of control over the time and activities
of the worker, the greater the commodification of her labor and his/her subordination
to capital, and the greater the degree of commodification of the person.
Body and Mind - physical and mental depreciation of ‘human capital’
Yet another sense in which it is literally the person that is sold with the sale of labor
stems from the “physiological fact” that labor is the “expenditure of human brain,
nerves, muscles, hands etc.” (Marx, 1867 [1982]: 134). Though these get replenished
through rest and nutrition, some considerable or lesser occupational wear and tear may
occur depending amongst other things on the nature, duration and environment of the
work. 66 That is, ‘human capital’ as a factor of production, like ‘capital goods’,
depreciates, and gets used up, through its use. The wear and tear is not limited to the
body and bodily capacities; mental and psychological capacities can get severely
impaired too due to the nature of the job and the occupational environment, such as for
example in occupation related cases of burn-out and depression.
With the sale or lease of labor-power, thus not only the fruits of one’s capacity to work
is sold, but also that capacity itself. The ‘wear and tear’, whether physical or of the
A study by the World Health Organization in 2000 on the global and regional burden of disease
attributable to various major risk factors found that:
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“Five occupational risk factors accounted for an estimated 37% of back pain, 16% of hearing
loss, 13% of chronic obstructive pulmonary disease, 11% of asthma, 9% of lung cancer, 8% of
injuries, and 2% of leukemia worldwide. Virtually all cases of silicosis, asbestosis, and coal
workers’ pneumoconiosis were work-related. Contaminated sharps injuries accounted for 40%
of hepatitis B, 40% of hepatitis C, and 4% of HIV/AIDS infections among health care workers.
Data limitations, primarily in developing countries, prevented the inclusion of other major
occupational risk factors. These selected occupational risks accounted for about 850 000
deaths and 24 million years of healthy life lost each year. The deaths due to these selected
occupational risk factors constitute only 43% of the International Labour Organization’s
estimate of 2 million deaths worldwide due to work-related risks” (Marilyn Fingerhut et. al,
2005: 58).
ILO (2013) gives the following numbers on health and safety at work:
“2.02 million people die each year from work-related diseases. 321,000 people die each year
from occupational accidents. 160 million non-fatal work-related diseases per year. 317 million
non–fatal occupational accidents per year.
This means that: Every 15 seconds, a worker dies from a work-related accident or disease.
Every 15 seconds, 151 workers have a work-related accident.”
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psyche concerns not only a person’s capacity to work, but also his general human
capacities as person. Work induced ill-health as for example burn-out and depression
makes it palpably clear, as anyone familiar with serious burn-out can testify, that what
one has sold is not solely related to the domain of work but touches on the whole of life,
that is the person itself. So quite literally it is the person that is sold.
Thus, relating this to the concept of the commodification of labor: the more nearly the
bodily and mental functioning – health - of the person is subordinated to capital through
the sale and purchase of labor, the greater the commodification of labor and the person.
Emotions, values, identities - the subjectivization of production
A trend has been noted, that employers have come to demand more of their employees
‘subjectivity.’ David Collinson (2003) for example speaks of the “corporate pressure on
employees simultaneously to suppress and to deploy particular emotions in performing
their organizational tasks” and notes that:
“In recent times employers have extended their control strategies ever deeper into
employee subjectivities with their concern ‘to win hearts and minds’ and to shape
employee attitudes, emotions, sexualities, values, thoughts, bodies, appearance,
demeanour, gestures and even humour and laughter” (2003: 542).
This new occupational situation, where ‘management’ means managing subjectivities,
and work means emotional labor and emotional regulation, is often contrasted with
some earlier period in which bodily labor and ‘disciplining the body’ was more
important. This contrast is variously brought out in reference to: the ‘industrial vs. postindustrial’ economy, or the ‘bureaucratic versus post-bureaucratic organization’, as tied
up with bio-political versus psychopolitical ‘disciplining devices.’
With the subjectivitization of labor and greater demands put on working individuals to
acquire, display, or mimic certain emotions, values or identities, ever more aspects of a
person are unlocked to serve in production and are potentially subordinated to the goal
of profit. This stretching of commodity candidacy criteria of labor to include persons’
subjectivities thus extends the scope of commodification more nearly to including the
whole person, than ‘just’ his bodily and intellectual capacities, and increases it’s
intensity - making possible/facilitating a more thorough subordination of the individual
- as well as increasing individuals’ ‘form’ dependence on exchange value, that is the
salability of one’s labor comes to demand more of the broader characteristics displayed
by an individual. 67
Collinson’s (2003) point here is that “Corporations provide economic remuneration and they
also confer identities and meanings.” (541) His own stress is that workplace monitoring and
motivation systems may intensify individuals (already existentially present and socially
conditioned) ‘material and symbolic insecurity.’ As a response to which individuals develop
various ‘subjectivities’, e.g. construct ‘selves’ or identities in the workplace, as a coping method
or ‘survival practice. For example, one such construction of a self as a ‘survival practice’ in
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Human development vs. Human capital
Labor is considered a fictitious commodity by Karl Polanyi because it is not produced
for sale, rather being an intrinsic element of being human.
However in some senses labor-power as the capacity to perform (specific types of)
work is of course produced with an eye on its sale. Yet another way in which the
commodification of labor, its subordination to buyer preferences, and exchange value
dependence means a commodification and subordination of the person is when human
development becomes human capital. Or rather, when human capital development
becomes determinative of humans’ development.
Labor markets influence individuals’ personal development trajectories through the
selective allocation of material and non-material rewards to various careers,
educational trajectories, and personality traits.
For the seller of labor power, current and expected streams of earnings are conditioned
on the marketability and successful commodification of his labor, which in turn depends
on the demands and aims of the capital circuit. If education – time spent at it, it’s mode,
as well as content - can be said to be part of ‘human development’, then education
geared to the needs of production and the circuit of capital more generally - via labor
market demand and ‘price signals’ - means a commodification of the individual. For his
personal development - his development as person - becomes through educational
choice conditioned on the commodity-form of his labor power, ‘produced’ by the
worker to be sold.
The subordination or catering of education to the demands of the capital circuit, and
through that the conditioning and subordination of human and personal development,
occurs at different levels. In the above case, it comes about as the restrained choice of an
individual, the restraints being conditioned by labor demand and the demands on labor
of capital. At the societal level this relates to the character of education and the
educational system and may take the form of varying degrees of subordination and
penetration of the educational sphere by the ‘economic’ realm, the former being more
nearly reduced to a factor of production and in service of ‘the economy,’ geared to the
needs of ‘production’, ‘competitiveness’ etc. in service of capital. This is institutionally
among other things tied up with the degree of commodification of the education system
response to work(place) related insecurities is the construction of a conformist self: “In
conformity, individuals tend to be preoccupied with themselves as valued objects in the eyes of
those in authority, subordinating their own subjectivity in the process.” The author explains:
“While the notion of ‘survival’ might seem a little melodramatic, it is intended to address the
complex ways that individuals may try to protect and secure themselves in a physical, economic
and/or symbolic sense within disciplinary regimes” (idem: 536).
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itself, but more generally the substantive issues at stake are in how far the mainstream
curriculum is subjugated to the economic logic, for example to the demands for specific
skills and types of personalities, value orientations and behaviors that are favored by
the economic system, 68 the types of studies that enjoy status and those that are
devalued, and the type of incentives that are used, or as Bowles and Gintis (1976
[2011]) put it:
“In short, … the educational system’s task of integrating young people into adult work
roles constrains the types of personal development which it can foster in ways that are
antithetical to the fulfillment of its personal developmental function” (126).
As the authors note, it is the “experience of schooling, and not merely the content of
formal learning, [that] is central to this process” (idem: 125).
Thus conceptually: whether the educational and developmental trajectory comes about
through one’s own initiative and conscious efforts (as through one’s own restrained
educational choices), or is executed and conditioned by others (as through the
educational system and wider patterns of upbringing), we see again the same pattern:
the exchange value dependence and subordination of ‘labor’ comes to mean the
exchange value dependence and subordination of the person. The greater is the
commodification of labor, the greater is the person’s education and human development
conditioned by labor’s commodity form. This is even more apparent if one takes into
account opportunity costs: spending time and personal and material resources on one
educational trajectory means to forgo other possible learning trajectories. The
reproduction of one-self and/or one’s children as labor power comes to dominate
human development, and the other functions of the educational system (as well as
social and parental upbringing) come under pressure.
Another way exchange value dependence asserts itself is what I have referred to as the
form and function dependence on exchange value of labor. As will be noted in
subsection (7d), labor markets - and thus labor market policies - influence individuals’
personal development trajectories amongst others through the selective allocation of
material and non-material rewards to various careers, educational trajectories, and
personality traits.
The implications of this for capability analysis are multifarious; however sticking to a
narrower concern with individuals’ freedom of choice in educational matters, we may
note that more commodificatory candidacy criteria tip in general the balance in favor of
employer/capital’s agency. Meaning that the ‘price signals’ the market sends reflect to
greater degree the interests of employers and demands of the capital circuit, resulting
amongst other things in a greater subordination or catering of education – as part of a
broader conditioning and subordination of human and personal development - to those
68

See for example Bowles and Gintis (2002, 1976).
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demands. Freedom of education is not only whether you have the liberty to pursue
different educational trajectories, but is tied up also with the consequences which
following freely one’s most preferred option of education and line of work may bring
with it.
It might very well be that under all constellations of social and economic institutions
and policies a need for trade-off exists between on the one hand freedom of education
and personal development and the necessities of production on the other. That is, that
there is perhaps generally a need to subordinate individuals’ education and training to
some degree to the necessities of production. I neither wish to deny or uphold this here.
The question from a capability perspective is rather: if there is a trade-off, a reason that
brings individuals further from the full freedom case, who or what decides on the
nature of that trade-off? What is the nature and degree of the agency and freedom of the
one undergoing the education and building human capital?

Labor, social rights and citizenship
Commodification of the personhood of an individual occurs also when rights that vest
individuals with agency and/or fulfill their needs - such as citizens rights in the first
case and public pensions, social housing etc. and various social insurances in the other
case - become only accessible through one’s status as paid employee. The citizenship of
an individual, as well as the satisfaction of his needs as a living sentient being, is in this
case made conditional on the commodification of his labor.
Thus the more the individual’s citizenship and rights are depend on the
commodification of his labor, the more that citizenship is commodified. Furthermore,
there is something decommodifying in the fact of decommodificatory policy itself. It is
acknowledging and asserting as a society the individuals that comprise it as persons
and citizens which for that reason in itself have rights to protection and particular sets
of associated functioningings. It is a denial of its members as pure commodities.

Intrinsic value of the person
To attach intrinsic value to a person, what does it mean other than to acknowledge her
as a sentient being with agentic capacities, needs and desires and to attach intrinsic
value to her well-being, agency and freedom, to the kinds of life she can lead and the
possibility to be the person she wants to be and live the kind of life she wants to live,
and the possibility to discover for herself what that is? To attach intrinsic value to a
person, than, means to have her life, her freedom and well-being, not conditional on
something or someone else, or as least as possibly conditioned on something else;
meaning not subordinated to anything else, or as least as possibly so. This I believe is
the unapologetic application of a freedom approach to social issues. It is the starting
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point of capability analysis. This doesn’t mean that such total freedom is attainable;
rather it functions like a regulative idea. Moving from this starting point, the question in
the evaluation of labor market policy, as in the evaluation of policies and institutions in
general, is to ask how nearer they bring or farther they remove us from this.
One inherent relevance of labor’s commodification from a capability perspective is that
making individuals’ incomes solely depend on the exchange value of their labor means
attaching no intrinsic importance to peoples’ agency and well-being. Rather one makes
markets and whatever demand and supply forces present in a situation, in its extreme,
the arbiter of life and death and more generally of whether a person (or group of
persons) deserves a well-lived life. For the commodity status of labor and persons’
existential exchange value dependence that goes along with it, it means that there is no
guarantee of even the most ‘basic capabilities’ and in its extreme, may come to mean
that individuals’ survival as such is denied, or a little less drastically, labors’
commodification does not guarantee levels of income sufficient to sustain individuals’
adequate functioning and a (socially) acceptable quality of life and may rather come to
mean great capability deprivations in individuals’ and households’ private and social
lives (see on this also section 9.2a). Rephrasing Igor Kopytoff’s (1986: 88) words, “It is
inevitable that if worth is given a price, the going market price will become the measure
of worth”; we may note in light of our discussion here that in a commodified world ‘it is
inevitable that if labor is given a price, the going market price will become the measure
of a persons’ worth(iness) to live a valued life.’ This doesn’t sit well with a capability
perspective, which does attach intrinsic importance to individuals’ agency and wellbeing and the kind of life’s open to them.
Relatedly, but somewhat different, fungibility (being interchangeable and malleable, the
employed individual being treated as a ‘production factor’ interchangeable with labor of
the same type and with other types of means of production, such as machines) is a
devaluation of an employee’s status as individual. The degree to which an employed
individual may be treated as interchangeable is regulated by amongst other things
employment protection legislation. Fungibility – interchangeability - in the employment
relation is facilitated by what was coined in labor market flexibilization terms as
‘numerical flexibility’, involving the degree to which an employed individual can be
‘shed’ at will (“looser contractual relationship between manager and worker”). Which
contrasts with more secure employment relations, where an employee is – implicitly or
explicitly - recognized as stakeholder to the firm. Where the corresponding rights are
conferred on an employee as a specific individual, neither is he reduced to ‘labor’ in
general nor interchangeable at will.
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e. From Concept to Cause – Commodity candidacy criteria and workers’
substantive commodification
Commodification refers both to a state of affairs as to the social processes that bring
about and reproduce those states. I previously mentioned the distinction between
commodification as ‘process’ and as ‘state’ but until now haven’t given much attention
to the distinction. In this section I move from the conceptual terrain to a consideration
of causality, where we’ll see the commodification of labor acting both as cause and as
outcome.
In figure 7.2 below I set out some salient aspects to the process running from the
commodity candidacy criteria of labor - the various standards and criteria (legal,
symbolic, classificatory, moral, etc.) that define and regulate labor’s exchangeability - to
the actual commodity-hood, the lived experience, of individuals, which we may perhaps
term the substantive (or effective) commodification of labor and the person.
Commodity candidacy criteria foresee to greater or lesser extent individuals’ exchange
value dependence on their labor, and the ownership rights of the buyer of labor-power
over the entity bought. The nature, scope and intensity of labor’s subordination
depends therefore obviously on these standards, regulations and policies that make-up
labor’s commodity candidacy criteria: the greater the scope of property-rights of the
employer over the employed accommodated by these, the greater is the degree to which
the employed individual and his labor can be utilized by the buyer for his purposes, and
the greater the leeway for individuals’ subordination to capital.
Commodity candidacy criteria do not, however, in general, pre-establish labor market
outcomes or the degree of the laborer’s subordination. From one angle we may say that
such criteria set the rules of the game, and define and sanction the room for
commodification. Broader commodity candidacy criteria thus allow for greater
subordination. The actual commodity-hood and situation of labor as commodity - how it
plays itself out socially and on the work floor, labor’s actual subordination - depends
further on to what degree and in what ways actors are able to utilize this socially
sanctioned space. Thiz is to say, it depends on labor market actors’ relative bargaining
powers, broadly understood. Commodity candidacy criteria in conjunction with labor
market actors’ differential bargaining powers determine (c.p.) the substantive
commodification of labor, i.e. labor’s actual exchange value dependence and
subordination (arrows a and c in figure 7.2).
However, labor’s commodity candidacy criteria do more than ‘only’ set the parameters
of commodification - allow for and/or limit it. The commodificatory or
decommodificatory nature of candidacy criteria affects as well the relative bargaining
positions of employees and employers - at the micro level - and Labor and Capital - at
the macro-level (arrows b running through b’). Three important groups of factors
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determining relative bargaining powers that are affected by labor’s commodity
candidacy criteria are discerned in figure 7.2: the degree of freedom of employees to
withhold labor and of employers to withhold paying jobs (b1 in the figure), the
competition among for labor (labor supply and demand) (b2), and, workers collective
agency (b3).
The relation between these factors and individuals’ bargaining power in the labor
market should be relatively obvious. The greater the capacity of labor-dependent
individuals to withhold their labor and the greater their collective agency69 the greater
is their bargaining power, while the greater is the competition among them and the
greater is the capacity of employers/capital to withhold jobs, the less is employee
bargaining power. In the next section discussing labor market policy from a
commodification perspective, I shall go more concretely into the relation between
candidacy criteria, workers’ and employers’ relative bargaining power – or their agency
more in general - and the substantive commodification of labor. There the framework
and analysis is also extended in the direction of a capability analysis of the
commodification of labor. To prevent too much repetition, here I thus indicate merely
generally that commodity candidacy criteria affect individuals’ commodification both
directly (arrow a) and through their effect on individuals’ bargaining power and agency
(arrow b/b’).
Other factors, such as those pertaining to an individuals’ personal situation, influence
his commodification as well. These can be more or less idiosyncratic. A person, for
example, who has inherited a large sum of money, is less (existentially) dependent on
the sale and exchange value of his labor. Factors such as whether a person has to
provide for a family household, or can fall back on family relations in case of need, or a
person’s level of indebtedness all play a role in his effective exchange value dependence.
The box ‘personal circumstances’ in figure (7.2) is meant to capture such differing
aspects to persons’ life situations. In turn such personal circumstances, for example
whether a person at the age of 60 or 70 has acquired enough funds to have the freedom
to retire, are influenced by the commodification of labor. The box ‘personal
circumstances’ helps to indicate a more complete picture of the determinants of a
person’s degree of commodification, and conceptually as well as causally is one set of
reasons why commodity candidacy criteria do not translate one-on-one (or ‘linearly’) to
a person’s degree of exchange value dependence and subordination. It is de-highlighted
in the figure - as are some of the other entries - to attenuate our main focus in this
section.
Collective agency through labor unions gives working individuals the power to withhold their
labor collectively and increases their “disruptive capacity” (the “ability to disrupt the production,
distribution and exchange of goods and services” (Gregor Gall 2008: 3)) and thus the capacity to
affect profits, which for a single individual is usually very minor and rather requires collective
agency.

69
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Arrow d finally shows the feedback of the level of commodification onto bargaining
power. The greater is working and work seeking individuals’ existential dependence on
labor – due to lack of unemployment insurance for example - and the greater are the
rights of the employer relative to the employed – such as legislation that makes random
on spot firing possible, or makes labor’s collective agency more difficult - the less is the
bargaining power of labor and the individual employee and the greater is the bargaining
power of capital and the individual employer.

Figure 7.2 | Labor’s commodity candidacy criteria, bargaining power and the degree
of commodification
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- The falsity of the notion of power-free competitive markets
“It is when neoclassical economists enter political debate that they are most likely
explicitly to consider power, not because they have truly studied power, but because
they believe that they have studied its absence.”
Randall Bartlett (2006 [1989]: 6)
Neoclassical economics is antithetical to employed and employment-seeking
individuals’ agency - collective as well as in many ways to their individual agency. It
equally opposes any attempt by governments to better individuals’ employment
conditions or provide them protection against market uncertainties.
One major aspect of neoclassical economics that is geared towards undermining the
rights and position of labor is the denial of the presence or even possibility of
asymmetry in bargaining power and unequal relations of power in free markets
between ‘labor’ and ‘capital’, or between an individual employee and employment
seeker vis-a-vis the employer. I have noted how in the world of the neoclassical welfare
theorems, under perfect competition and with complete markets – i.e. a totally
commodified society - individual agents are held to lack any power vis-a-vis each other.
That in competitive free labor markets, freedom of contract and free entry and exit
ensures that no individual employer has power over the terms and conditions of
employment of any individual employee, and that, thus, freedom of contract - freedom
in the exchange sphere - ensures also against power within the firm, the sphere of
production and against the authority and capacity of the employer that would be
necessary to coerce an employee into anything.70 Perhaps one of the most well-known
There is a tradition in mainstream economics of such denial. Among the fundamental
propositions of NCE Stiglitz (2000) counts J.B. Clark’s view on the capital-labor relation in free
markets: “Indeed, from John Bates Clark on, there has been the view that it does not matter
whether labor hires capital, or capital hires labor.” (3) Prompting the author to note in light of
this and the other fundamental propositions of NCE cited earlier: “If one didn’t know better, it
might seem as if the fundamental propositions of neoclassical economics were designed to
undermine the rights and position of labor” (2000: 3).

70

Perelman (2003) cites other highly ordained and influential mainstream neoclassical economists
expressing the same view. Thus cited is for example Paul Samuelson: “‘Remember that in a
perfectly competitive market it really doesn’t matter who hires whom’” (Samuelson, 1957: 894);
and Knut Wicksell, with reference to the relation between the land-owner and the land-worker:
“We may, therefore, assume that the landowner will hire labourers for a wage … or that the
laborers will hire the land for rent’ (Wicksell 1934, p. 109). In either case, the outcome for the
workers and landowners would be the same”i (2003: 153).
Since Stiglitz does not expand on it, it is not clear what makes the author know better than to
think that neoclassical economics is designed to undermine ‘the rights and position of labor.’ In
an article two years latter he is is more careful about the motivations of neoclassical pioneers,
and just mentions that he “will not venture to guess”:
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“Whether there was a political agenda in the back of the minds of those who formulated and
developed the neoclassical theories, I will not venture to guess. But it is clear that the theories
proved convenient for those with a particular set of interests” (2002).
Little guessing is however needed in many instances. At least for the pioneers of neoclassical
marginalist theory fear of the collective agency and socialist tendencies of the working class, and
the political-ideological role played therein by Marx’ theory of value and distribution, seems to
have been a major concern and imputes. John Henderson (1955) commenting on an article by
Emil Kauder on the rise of neoclassical marginalism in economics, writes on J.B Clark and
William Stanley Jevons:
“He [Kauder] claims that economists did not become predominantly antilabor and
probourgeoisie, and that marginal utility gained precedence independently of political and
economic history. Unfortunately for Kauder's argument, the marginalists themselves appear to
claim otherwise.
Professor J. M. Clark [John Maurice Clark] J.B Clark’s son and occasional coauthor, himself an
economist says the "key fact" in J. B. Clark's theories is "that his statements are oriented at
Marx, and are best construed as an earnest, and not meticulously qualified, rebuttal of Marxian
exploitation theory . .. he concluded that distribution on this basis (Clark's) is not robbery, as
Marxian socialism contended, but is basically honest. This causal concept and especially the
ethical conclusions, have been subject to more criticism than any other features of Clark's
system; yet he would appear to have regarded them as his most basically important
contribution."ii
As to the motivation of Jevons, it is clear that social issues were very much in the forefront ofhis thinking. Ten years before his scientific treatise he claimed that the greatest danger to
society was "that our working classes, with their growing numbers and powers of combination,
may be led by ignorance to arrest the true growth of our liberty, political and commercial . . .
for even if all could combine with equal ease they would only make things dear and hinder the
production of the commodities upon which we all live."iii This problem of the growth of power
of unions was to be solved by formulating a new theory of value in which “labor onece spent
has no influence on the future value of any article: it is gone and lost forever”iv (1955: 472).
And for example Perelman (2003) notes on J.B Clark:
“In the introduction to his most famous book, The Distribution of Wealth (1899), Clark explicitly
stated his objective. He was disturbed by the popular sentiment that labor was exploited. In his
words: “The indictment that hangs over society is ‘exploited labor’” (Clark 1899, p. 4). He set
out to disprove that perspective by demonstrating “that the distribution of income was
controlled by a natural law, and that this law, if it worked without friction, would give to every
agent of production the amount of wealth which that agent creates” (Clark 1899, p. v)..” (2003:
153).
References in Perelman (2003) and Henderson (1955):
i. Paul Samuelson. (1957). Wages and Interest—A Modern Dissection of Marxian Economic
Models. American Economic Review 67(6): 884–912.
Knut Wicksell. (1934). Lectures on Political Economy. London: Routledge and Kegan Paul.
ii J. M. Clark on J. B. Clark. In: H. M. Spiegel (ed.), The Development of Economic Thought (New
York: John Wiley and Son, 1952): p. 610.
iii: Comments from Jevon's introductory lecture at Manchester. Quoted from T. W. Hutchison, A
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and often-cited assertions of ‘symmetry’ in the employment relation in free labor
markets is by Alchian and Demsetz (1972). In Alchian and Demsetz’ view the capitalist
firm is “the centralized contractual agent in a team productive process” and “not some
superior authoritarian directive or disciplinary power” (778; italics A&D). It is worth
quoting the famous passage at length because it vividly illustrates the position that
there is no issue of power or subordination in free, competitive markets characterized
by individuals’ freedom of contract:
“It is common to see the firm characterized by the power to settle issues by fiat, by
authority, or by disciplinary action …. This is delusion. The firm … has no power of fait,
no authority, no disciplinary action any different in the slightest degree from ordinary
market contracting between any two people. I can “punish” you only by withholding
future business or by seeking redress in the courts for any failure to honor our
exchange agreement. That is exactly all that any employer can do. He can fire or sue,
just as I can fire my grocer by stopping purchases from him or sue him for delivering
faulty products. What then is the content of the presumed power to manage and assign
workers to various tasks? Exactly the same as one little consumer’s power to manage
and assign his grocer to various tasks. The single consumer can assign his grocer to
the task of obtaining whatever the consumer can induce the grocer to provide at a
price acceptable to both parties. That is exactly all that an employer can do to an
employee. To speak of managing, directing, or assigning workers to various tasks is a
deceptive way of noting that the employer continually is involved in the renegotiation
of contracts on terms that must be acceptable to both parties. Telling an employee to
type this letter rather than to file that document is like telling my grocer to sell me this
brand of tuna rather than that brand of bread. I have no contract to continue to
purchase from the grocer and neither the employer nor the employee is bound by any
contractual obligations to continue their relationship” (777).
Though Alchian and Demsetz’ analysis of the firm, where information problems are
present and monitoring and enforcement is costly, differs from the mathematical
neoclassical Walrasian General Equilibrium framework where the firm is treated as a
‘black box’ and information is perfect and costless, the above view is a vivid illustration
of a shared common understanding in the mainstream that competitive labor markets
imply a symmetry or even absence of power in the capital-labor/employer-employed
relation. The relevance of this assertion or conclusion lies among other things in
providing support for the case against collective agency, and in favor of the
commodification of labor. For, an important rational for collective agency and workregulations, upon which also the case for labor law and jurisdiction is based, is that
there is an unhealthy imbalance of power between employer and management on the
one hand and the individual employee on the other. The neoclassical proposition of
symmetry/absence of power in perfectly free labor markets in contrast implies that
Review of Economic Doctrines, 1870-1929 (Oxford: Clarendon Press, 1953): p. 46.
iv: W.S. Jevons. Theory of Political Economy (4th ed.): pp. 164-65
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collective agency and action are superfluous: if there is no unwaranted power
imbalance, there is also no reason for collective agency to redress that. Any collective
agency can only be distortionary and welfare reducing.
The neoclassical/liberal contention that markets can be and even naturally are powerfree social arena (the idea that competitive markets with free entry and exit imply an
absence of power, authority, control etc. - of the firm/employer over the employed or
employment-seeking individual) is based on a misunderstanding or misrepresentation
of the nature of competitive market equilibria, as well as on a notion of power and
coercion derived from the highly problematic neoclassical notion of freedom.
Strictly speaking what competitive markets and price-taking on their own grounds
imply –whether it is in the Walrasian model or mainstream institutionalist variants
such as the Alchian and Demsetz example above- is not that the firm lacks power over
the employee, but that it has no power vis a vis the market; specifically, that it lacks the
ability to influence equilibrium market prices.
Neoclassical economics denies micro, plant-level power, because in its representation of
competitive markets no micro entity can affect the macro level. However if one does not
arbitrarily limit the notion of power and agency to solely the capacity to affect market
prices (which power by definition is absent in the competitive market model), and takes
agency to be more generally the degree an individual or group of individuals can fulfill
its self-chosen preferences and has control over resources, processes etc. - which in
interpersonal relations includes control over one’s own actions and that of others - then
it is not hard to see that markets do not do away with micro-level agency and power,
but rather affect the allocation of that power. Indeed this is the purpose of the
market/price mechanism: to establish the terms of exchange. The terms of exchange
understood in the case of labor as comprising all aspects relevant to the job and the
employment relation, among which is the degree of instrumentalization of labor. The
market mechanism, the dynamics of supply and demand of labor and the freedoms of
and balance of power between labor market actors, determine the leeway for the
subordination and objectivation of the laborer. The ‘price-mechanism’ in free or
commodified labor markets thus establishes the degree of domination, management
discretion and employed individuals’ freedom inside the firm. The fact that this ‘pricing’
function is allotted to markets should not imply discarding the fact that ‘the market’ in
turn allocates power to individual entities, so that individual actors do have power over
one and other. The relevant welfare question is here not whether actors lack ‘market
power’ - in the mainstream sense of the word - but concerns what the commodification
of labor implied by competitive markets and the resulting market outcomes imply for
individuals’ agency and freedom. In that sense whether or not the individual firm or
employer has market power in the neoclassical sense is irrelevant.
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There is nothing in this reasoning that runs counter to the logic of the neoclassical
economic model and its categories, except for the economists insistence on limiting in
normative evaluation the relevant notion of ‘agency’, ’power’, ‘coercion’ and ‘freedom’
to the freedom of contract and the power to influence equilibrium labor market prices.
However, the fact that micro-level power is determined at the macro-level, does not deny
the existence of differences in actors’ agency at the micro-level. It just means that the
distribution of power has its blessing by the market.
From a slightly different angle and wording, pointing at the same thing one is compelled
even in the Alchian and Demsetz world of great freedom to ask: Why do individuals
accept working conditions negotiated in free labor markets that are characterized by
low pay, high uncertainty, systematic disrespect by managers and a culture of fear
and/or mind numbing, human, nature and life degrading/demeaning work, or just the
daily boredom of moving in and out of meaningless repetitive work? This is a not
uncommon daily reality for people over the globe. What does this say about the
substantive freedom of choice of these individuals? Even in their world of freedom
where, as the authors would have it, every employee-employer relationship is
voluntary, negotiated under equal freedom of contract for employer as well as
employee, and even if my opportunity cost would be zero, i.e. I can find instantly an
exactly similar job as I have, does this mean that that job, the conditions connected to it
or my employer-employee relation to managing supervisors will be conducive to my
freedom and agency? No, not at all. There is no such implication of these assumptions
even on their own grounds. The only implication of the competitive market free-contract
world is that I will face the same average conditions if I change employer, that no
employer can deviate from the employment conditions determined at the macro-level.
Be as it may that I can leave the firm at zero cost and that the employer cannot treat me
any differently, below par, deviating from the average, the problem is with that average
itself; nothing guarantees the adequacy of the average. If all my employment
opportunities are the same in equilibrium, than what threat possibility do I have to
leave the firm? None. Because what would I gain if I would leave? Nothing, I would endup in the same situation. So I put up with whatever equilibrium situation. Can that
equilibrium situation (wage, working conditions, etc.) be bad and humanly degrading?
Definitely, so I’m more like a prisoner: there is no escape in the neoclassical world.
More strongly, without any voice and collective agency (union or otherwise) and
communal safeguards and safety nets, almost certainly the average will be below what
is possible qua well-being for great masses of people, if not objectionable alltogether.
Thus the situation becomes more sinister if the economist not only legitimates this state
of affairs, but actively advocates it; actively devises policies, rallies against it and
promotes a negative stance towards workers’ and governments’ collective agency,
based on the assumption that there is some sort of power vacuum (or symmetry of
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power) in free markets. There have thus been two not so benign, from the laborers
standpoint, uses of or consequences to this denial. In so far as it is asserted that the
competitive market model with its ‘power-free’ equilibrium corresponds to or is an
approximation of reality, neoclassical welfare and labor economics’ conception of
agency and freedom and its policy evaluations, by discarding power asymmetries,
functions to legitimize existing power asymmetries and deprivations in freedom and
agency as they appear in markets and social reality by simply denying them. And in so
far as it is acknowledged that reality deviates from that model, the neoclassical policy
stance tries to change reality to fit its model. In cases where a discrepancy between
model and reality is found such as the existence of regulation, unions, externalities etc.,
its policy is to make the world comply to the assumptions of the model. Meaning that
the individual worker is to be forced to confront capital and management naked, with
no government provided safety and striped of collective agency.
Its policies in the field of labor are therefore geared towards undermining the position
of labor and thereby creating further power imbalances and inequalities.

f. ‘Freedom of contract’ is not employed individuals’ freedom: On the ownership
of labor
Freedom of contract and ownership recognizes the right to sell whatever one owns, to
enter in whatever contractual relationship one pleases. In the usual interpretation of
things, therefore, free markets and free market policies are assumed to enlarge the
freedom of the property owner to choose to bring to the transaction table and to sell
whatever is his own. Thus also in labor markets. Here the commodity sold is laborpower and the seller-owner is the worker. Thus conceding that free markets broaden
the spectrum for voluntary exchange, enlarge the ‘freedom of choice’ of the property
owner, the rights connected to ownership and the freedom of choice that go with it
seem to befall upon the employee. The freedom of contract is thus framed as the
worker’s freedom as the seller of the exchanged entity ‘labor’.
There is though a confusion here pertinent to labor and labor markets – which doesn’t
go unexploited in free market advocacy - as to who’s freedom of choice is promoted by
‘innate rights’ to freedom of contract and the liberty of unintervened exchange. Placing
the matter in a commodification and capital circuit context makes clear what is wrong
with above perspective.
For one, as was set out in chapter 7, freedom of contract and ownership relates not only
to the act of selling, the exchange sphere, but involves the broader biography of the
commodity, which is amongst other things conditioned by the specific usage rights that
are transferred.
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Secondly, the owner of labor-power – the property rights holder - switches in the
course of the capital circuit. Capital, through the medium of the capitalist firm and its
management becomes through the act of exchange the holder of property-rights to a
specific amount, the uses the fruits of labor power. Commodification concerns what the
property rights transferred in that exchange allows the buyer to do with what is bought.
Free (labor) markets characterized by the freedom of contract mean and stretch
commodity candidacy criteria as far as possible in the direction of full-ownership of the
property by the property right holder.
The distinction between exchange and production should thus not hide the fact that the
terms of exchange of labor-power concern the uses of that labor-power in production.
The ‘freedom’ of the laborer as owner of his/her labor-power at the point of exchange,
becomes the freedom of the capitalist firm as the owner of labor-power in the
production process. The more expansive the freedom of contract and the greater
potential of commodification associated with it, the more powers and opportunity are
afforded to the capitalist firm as the buyer of labor to control and access that entity, to
utilize that entity in whatever way it pleases – that is control over (the uses of) labor,
meaning the employee, the human being from which that labor emanates - so that the
so-called freedom of contract of the employee in exchange turns out to be the freedom
of the firm in production; the freedom to use labor power if and in ways it deems
appropriate for its goals. And the greater this freedom of the firm in the production
process, the less usually the freedom and agency of employees. The greater the freedom
of contract in the exchange phase, can and often does mean, the less the freedom of the
employee in the production process.
Framing freedom of ownership and contract as innate rights of the owning individual,
as constituting his freedom of choice, mulls over the fact that the buyer, the capitalist
firm, becomes the owner, so that the freedom of full property rights that are framed as
being bestowed upon the employee are or become in actuality the freedom of the
capitalist firm.
Furthermore, flexibilization policies alter power and opportunity structures in such a
way as to facilitate subordination. As discussed in section 7.2b and 8.2b, the less the
substantive freedom of choice of the employee in exchange - as opposed to his nominal
freedom of contract - the greater is the freedom of the firm in production.
Flexibilization, free labor market policies, freedom of contract etc. geared towards or
resulting in increased exchange value dependence of the worker are therefore generally
geared towards the commodification of labor, translating into a greater leeway and
facilitation of individuals’ and their labors’ subordination to the production process and
the demands and logic of profit creation. Equating freedom of contract with the freedom
of choice or decision autonomy of the individual as supplier of labor leaves out the
obvious and important fact of capital’s ownership of labor. One advantage of the capital
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circuit exposition and the ‘biographical’ approach to commodities discerning various
stages in a commodities life is that it brings this into sharp relief.

g. What do unions do?
Unfreedoms, the denial of beings and doings, brought about by commodification, are a
result of the unequal power position of the individual laborer vis-à- vis the employer,
the corporation, the owners of the means of production.
The assumption of the ‘free’ individual and the view championed by free market
economists and libertarian philosophers that the ‘freedom’ of contract is the main, even
sole, freedom that requires protection, rests on a misconception or at least a very
partial understanding of what individual freedom is and how it comes about. Freedom
as conceptualized in previous chapters involves the full spectrum of what an individual
is able to do and to be, and requires concomitantly consideration of the totality of
circumstances under which the individual has to act and ‘choose.’ This includes,
perhaps most importantly, the relational, or power, aspects to these circumstances. An
increase in the degrees of freedom of an individual, requires the decommodification of
his labor and person as a corrective to these inequalities in power, either through a
change in structures and institutions or through securing rights and resources within
the existing social structures. Since his individual agency power is in general insufficient
for accomplishing this, it is only through collective agency or the political process that
the individual can express his individual agency and can hope to enforce his freedom,
agency and well-being.
It is to this – the decommodification of labor - that most of the activities of labor unions
are to greater or lesser extent geared. Based on the recognition that the rights and
needs of employed individuals as persons are ill, or at least insufficiently, served by the
market mechanism left to its own devices, the values promoted by unions entail a shift
away from the market logic of reification of persons towards values that recognize
laborers as human beings rather than commodities and acknowledge their personhood
with accompanying intrinsic rights and needs.
As collective agents that give voice to individual workers’ interests, labor unions engage
with a varied and extensive range of topics that are of importance for individuals’
freedom, agency and well-being. A bewildering array of work, labor market and public
sector related topics are on a union’s agenda. Apart from the obvious and periodically
high media covered wage negotiations, unions also negotiate and/or monitor the
compliance with for example: limitations on the use of ‘agency work contracts’ and
other more insecure and precarious forms of contracts; collective agreements on safe
and healthy work; income and job security and access to independent information and
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advice with illness and re-integration to work; protection of employee privacy,
collective insurances, working time and hours, pay issues with overtime and night work
and employee voice in work schedules, amount of holiday, equal pay for equal work (for
flex workers and younger employees), childcare arrangements, maternity leave,
paid/unpaid leave when taking care of a family member, diversity policy (gender, age,
ethnicity, sexual orientation, etc), educational opportunities for employees, social plans
with reorganizations, bounds on remuneration of top management, pensions, worker
representations on company boards, etc. Next to these topics that are part of
negotiations with individual employers and/or their sectoral and national
organizations, unions also try to exert influence on policy pertaining to almost every
aspect of the (welfare) state: taxation policy, privatization, social security, macro
economic and budgetary policy, health and safety regulation, and of course labor
market policy.
Labor unions as vehicles for workers’ agency exert their influence through collective
negotiations with employers and employer organizations by monitoring adherence to
labor standards and laws, through tripartite negotiations involving the government, by
lobbying political parties, influencing public opinion, through strikes, political
demonstrations and cooperation with other unions and non-governmental
organizations.
It is not hard to see that the above issues are of importance for persons’ capabilities,
well-being and agency. Crucial, and the raison d’être of unions, is that when left to itself,
that is to the bargaining power of the individual employee vis-à-vis the employer and
market forces in both the consumption and labor markets (and one should add: left to
the knowledge and expertise of individual employees in all the above matters) freedoms
for most employees will turn out to be more restricted. Instead union action tries to
embed economic activity in norms and values that have more respect for the
individual’s well-being and agency, while at the same time trying to balance the needs of
a market (profit) based economy.
Unions are member organizations, and as such they are expected to and do further the
interests of their members. However, contrary to popularized ideology and much of
economic modelling which represents unions as ‘rational actors’ engaged solely in rent
seeking for its insiders, the benefits following from the organized capacity of workers
not only accrue to ‘insiders’, but have a much greater and dynamic societal reach. Some
examples of capability and well-being enhancing effects of labor unions’ collective
agency and of labor market regulation are:

-

Better pay for the majority of employees in unionized sectors, whether the
employee is union member or not. And especially better remuneration for the lowpay workers who are often the most vulnerable employees (Harley Shaiken, 2007:
4-5)
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-

Union participation in government policy is associated with lower unemployment.
(Lane Kenworthy, 2002))
Less income inequality and poverty (Lucio Baccaro, 2008; Andrew Watt and Rory
O’Farrell, 2008; Wiemer Salverda and Ken Mayhew, 2009).
Which in turn has a host of derivative beneficial effects for both working
individuals and society as a whole, amongst other things: increased physical and
mental health, higher life expectancy, lower drugs consumption, higher levels of
trust between people, higher gender equality, higher educational attainment and
lower violence and imprisonment (Richard Wilkinson and Kate Picket, 2009; on
population health effects see Vincente Navarro and John Ahi, 2001).
Increased life satisfaction of the population (Patrick Flavin et al., 2010; Suzanne
Coshow and Benjamin Radcliff, 2010); Lucy Barnes and Peter Hall 2012). Life
satisfaction correlates in turn with a host of other capabilities.

-

-

These effects are in part the result of union collective bargaining with employers, and to
an important degree they are brought about by the current and historical effect of
unions on welfare state policies. The above mentioned studies incorporate unions as an
independent variable. To the degree that capability and well-being enhancing employee
protection legislation, labor market policies and welfare state policies are as well due to
labor unions’ collective action, as documented for example by Walter Korpi (2006,
2003),71 the welfare enhancing effects of these policies can thus also be partly ascribed
to union collective agency.

h. Labor unions, knowledge, and preference: Individuals’ agency and the
epistemic and discursive role of unions as collective agents
Unions as mediating institutions
An important role of collective agency that unions fulfill and that often goes
unacknowledged in the call for the individualization of workers as labor market actors
is that labor unions act as ‘mediating institutions’ for their members.
Jonathan Macey (1994) notes on mediating institutions, that:
“individuals often find it in their interest to select a variety of mediating institutions
(corporations, investment funds, unions, political parties, religious institutions, etc.) to
act as their agents. These mediating institutions will choose packages of preferences
on behalf of their principals.”
The main rationale for delegating decision making to mediating institutions is that such
organizations are better decision makers than individuals. And also, because mediating
71

Walter Korpi is the founder of the well-known power resource theory of the welfare state.
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institutions liberate the individual decision maker of tasks which they are happy to
‘outsource’:
“Mediating institutions permit institutional specialization that compensates for
people's inability to accurately assess risk and uncertainty. Disengagement from these
assessments is perceived by members as a distinct and liberating benefit. … As the
world becomes more complex, the disengagement permitted by mediating institutions
appears to be not only desirable, but inevitable. It simply is not possible for people to
form opinions on the dizzying array of social, political, and economic alternatives
presented by modernity (1475).
“In addition to forming members' preferences, mediating institutions permit members
to focus more exclusively on certain aspects of their lives by delegating decisionmaking authority in other areas to such institutions. As the world has become
increasingly complex, people simply are unable to process the enormous amount of
information necessary for them to make intelligent, or even well-informed, decisions
in all facets of their lives. Mediating institutions permit people to disengage
themselves from certain types of decision making because such institutions assume
the role of decision maker with respect to issues that fall within the domain of the
mediating institution” (1444).
So too in the field of employment. The array of issues tied up with the labor contract
and conditions of employment comprise indeed a dizzying array of topics, often of a
technical and technicalised nature requiring expertise and/or considerable amounts of
time, energy and cognitive capacity. The same holds equally for relevant macro level
policy issues to which much government policy pertains. Labor market and work
related policies, and more generally social and economic issues that enter the political
arena and affect individuals’ employment and financial position, their well-being as well
as non-self-welfare preferences, on which individuals are expected to have opinions are
many, varied and complex. Here too labor unions act as mediating institutions; they
hold a watchful eye on policies, negotiate with governments on behalf of workers and
present policy alternatives.
To expect under the heading of ‘freedom of contract’ individual workers to be cognizant
of all the physical, legal, financial, etc. aspects of their job either at the point of exchange
when negotiating their contract or as employees to enforce the rights they have is really
to have no good idea of the scope and nature of issues at stake. Many people are unable
to even understand their contracts and are unaware of their rights. (It is an example of
how on the one hand neoclassical economics denies individuals agency in its models - to
act collectively and influence market outcomes - while simultaneously assuming an
exaggerated superhuman type of agency with regard to individuals’ cognitive capacity
and access to information in the formation of preferences and market exchange.)
Pertaining to the macro-political and the preference aspects of individuals’ agency set
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out earlier, knowledge and information creation and dissemination by labor unions
serves the purpose of individuals’ informed preference formation on socio-politicaleconomic issues. To be able to determine one’s (political-economic) preferences in line
with one’s true interests, requires that one is able to form one’s opinions based on
knowledge and information one can trust. In demand and supply terms: there is a
demand for a look at (and interpretation of) the data, studies and the world by those
with whom one shares the same normative considerations and/or interests. Unions
supply that demand; they function as a source of trust in knowledge matters.
Of course the ‘free market solution’ here could be to hire a firm to do or help out with
negotiations and prepare and explain the legally binding documents – such as for
example one goes to a real estate agent or mortgage adviser when buying a house - and
to employ a juridical firm when disputes about the implementation and interpretation
of the contract arise. However, negotiating working conditions and the labor contract
and the enforcement of their implementation is not a feat that for-profit firms can
perform, and requires the collective agency of workers. And in case of legal disputes, the
access to proper legal representation and defence is very skewed, since firms have
greater financial means and longer breath than individual workers to wage a legal
dispute, which for the worker is often accompanied by great financial as well
psychological distress. Moreover as Macey notes:
“Members want their institutions to take the lead in identifying alternatives. …
Individuals trust their mediating institutions to act as professional decision makers to
relieve themselves of the responsibility of making certain decisions” (Macey (1994:
1443).72
As Macey stresses mediating institutions choose ‘packages of preferences’ on behalf of
their principals. Collective agents however do not only translate member preferences
into action, but actively steer them. The key word here is ‘trust.’ Workers cannot trust a
for-profit firm as they can trust a properly functioning labor union to not only represent
their interests, but define them in the first place. One reason for this is that unions are
value-based organisations. The well-being and agency of employees is for them not a
matter of a profit opportunity, but an ethical stance. 73
In an otherwise at times insightful article, Macey’s (1994) characterization of some
institutions as mediating institutions sits, to say the least, uncomfortable, or is plainly
incongruent with the ‘principal’/‘agent’ relationship between members and the collective. Such
is for example the case for ‘family’ and ‘religion’, institutions which he equally labels as
‘mediating institutions’, which they are, but with their rather different logics than more genuine
collective agents such as membership organisations. Here one doesn’t often choose nor are
members in general ‘principal’ and the institution the ‘agent’. Though Macey does treat the issue
of choice in this matter, he doesn’t escape the desire and tendency to homogenize analytically
every aspect of social life and social institutions to the same analytical framework, which
characterizes neo-classical economics and its institutional economics variants.
73 Refering back to the mortgage broker case: the difference with a value-based membership
72

167

And lastly, knowledge creation and dissemination by labor unions relates to both
aspects of individuals’ agency set out earlier: agentic-preferences as well as agencypower. Union production and dissemination of knowledge and information, including
the framing of problems, serves the purpose of workers’ collective action: directed at
it’s membership it is not only a service, but crucial for activation of members, and
necessary to move them into collective action.

Unions, democracy and knowledge
Next to these ‘inward’ directed functions of unions - knowledge and expertise at the
service of and directed towards members - labor unions’ collective agency is an
important vehicle for workers political capability as part of their general agency-power.
The emphasis here is on the contest of ideas in the ‘outside’ world and the role that
knowledge and information play in the political battle for hearts and minds by shaping
beliefs and values. Being able to influence public and decision makers’ beliefs and
opinions is a prime political capability, in which authoritative knowledge production
and dissemination play an important role.
The production of knowledge as an aspect of unions activity as mediating institutions,
has broader, more general relevance than unions serving their members interests. The
issue of knowledge, information and expertise is at the heart of democracy. This was
stressed in chapter 6, where we looked at democracy from an agency oriented
capability perspective and highlighted the importance for the democratic process of the
production and dissemination of information and knowledge and the different interests
and distributions of powers between various actors therein.
Politics and the democratic process in parliamentary democracy are not only, not even
chiefly, an arena of preference aggregation, but are importantly simultaneously a
preference - wants and beliefs - formation process. This is so in actuality, as apparent
from the activities of political actors to convince each other and influence the public’s
opinion in line with their specific stances on matters. But also, normatively, a function of
the democratic process is the formation of preferences/opinions. Although in
economics (social choice theory) the aggregation of preferences aspect has received all
the attention, a normative function of democracy, as discussed in chapter 6, is exactly to
reach a mutual understanding and a formation of preferences based on political
deliberation. In Sen’s terms, its ‘constructive importance’ lies in democracy as a means
organization became painfully clear in the aftermath of the 2007-2008 financial economic crisis,
where many people lost great savings and discovered the exploitative nature of their mortgage
contracts ‘advised’ to them by their mortgage brokers.
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for the reasoned formation and adoption of values and preference, and as a means of
building societal consensus around them. As Sen notes, democracy has constructive
importance in the sense that “the practice of democracy gives citizens an opportunity to
learn from one another, and helps society to form its values and priorities. Even the idea
of “needs,” including the understanding of “economic needs,” requires public discussion
and exchange of information, views, and analyses” (1999b: 10).
“Political and civil rights, especially those related to the guaranteeing of open
discussion, debate, criticism, and dissent, are central to the process of generating
informed and considered choices. These processes are crucial to the formation of
values and priorities, and we cannot, in general, take preferences as given
independently of public discussion, that is, irrespective of whether open interchange
and debate are permitted or not” (idem).
There is an important role here for labor unions, for which there is no good alternative.
For none of the other sources of knowledge and information that influence perceptions
and preferences (including media and scientists) are or can be as committed as
strongly, have the same liberty, means or interests, to acquire knowledge concerning
the labor cause and union values. Such a view on matters, motivated by
decommodifying values and the interests of workers, is necessary in a constructive
democratic process.
The nature of the actuality of the preference formation and influencing process in
representative democracies rarely corresponds to what should (and could) be in order
for democratic processes to fulfill their (normative) constructive role.
Padmaja Shaw (2011), for example, applies both Sen’s views on the role of media in
democracies and Noam Chomsky’s ‘Propaganda Model’ of the workings of the media to
analyze the media coverage of a labor dispute that took place in 2008 in India. He
accurately summarizes Sen’s view:
“Professor Sen (2009, p 335-6), discussing the role of the press and the media,
identifies the distinct contributions an unrestrained and healthy media make to the
advancement of public reasoning: First: It improves the quality of our lives, helps us
understand the world in which we live. Second: The press has a major informational
role in disseminating knowledge and allowing critical scrutiny. Investigative
journalism can unearth information that would have otherwise gone unnoticed or
even unknown. Third: Media freedom has an important protective function in giving
voice to the neglected and the disadvantaged, which can greatly contribute to human
security. Fourth: Informed and unregimented formation of values requires openness
of communication and argument. The freedom of the press is crucial to this process.”
(257)
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Shaw compares this to Chomsky and Herman’s Propaganda Model that is sensitive to
how ideological power and meanings relate to political economy and social class. Citing
Peter Thompson (2009):
“The Propaganda Model’s (PM) basic proposition is that news media coverage is
systematically shaped in favour of elite state and corporate interests by the operation
of five structural ‘filters’. These include ownership arrangements, reliance on
advertising revenue, dependency on elite sources, concern to avoid ‘flak’ (in the form
of complaints, lawsuits, career penalization and so forth) and ideological conformity
(originally anti-communism, but subsequent revisions include pro-neoliberalism and
anti-terrorism) … .” (249)74
Perhaps not surprisingly, as Shaw’s convincing analyses and examples show, the
Propaganda Model holds a lot better in making sense of the media coverage of the labor
dispute events.
The process of value and preference formation can be respectful towards individuals’
agency, geared as it were towards truthful exchange and respecting individuals’ genuine
concerns and needs. Such as ideally would be the case in a democracy in which it’s
constructive role prevails - that is where democratic practices and surrounding
institutions work such as to generate informed and considered preferences and choices.
It is however also, and far more likely, the field of ideology and hegemony, information
and misinformation, framing and subliminal messaging and socially conditioned
production of knowledge. And out of this too arises a role for labor union collective
agency.
If it were the case that economic and more generally social research, concepts, statistics,
selection of topics etc. were ‘value-free’ and that this was a desirable thing; if
researchers, research institutions, scientific journals were only driven by truth seeking;
if there were no information asymmetries; if media were critical and informed and
independent; if positionality of objectivity was not an issue; if individuals possessed the
same cognitive skills and had the same chances to develop them; if cognitive and
marketing skills were not differentially paid to protect and further the interests of a
company and, say, those in poverty; if there was equal access to the means of
knowledge production and dissemination; etc. - in that case, there would perhaps be no
need or function for the collective action of labor unions and NGO’s in these matters.

The reference is to: Peter Thompson. (2009). Market manipulation? Applying the Propaganda
Model to financial media reporting. Westminster Papers in Communication and Culture 6(2),
page 73.

74
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But that is, of course, not the state of the world.75 And because of this (because of the
actual preference formation process in democracies), there has to be a role for the
collective agency of, among others, labor in the discursive field. Not having a naïve view
of the democratic process, the role of knowledge, information and ideology therein, the
differential interests and the skewed distribution of powers of individuals and social
groups, means acknowledging the importance of collective agency in producing
information, refuting, defending, disseminating, countering hegemony, (re)interpreting
evidence, selecting and searching information. This is important for the democratic
process as well as social justice. Collective action organisations and NGO’s such as Green
Peace, Corporate Europe Observatory, TNI and many more smaller and larger
organisations produce and uncover information and ideas relevant for a scale of issues
in democratic decision making that otherwise either would never have seen daylight or
would have remained in obscurity and otherwise not receive the attention deserved.
The same is true also for labor unions.
The voice and collective agency of labor unions as mediating institution is indispensable
for substantive democracy. Though rarely if ever acknowledged in economists’ welfare
evaluations, this fact has great weight from an agency and capability perspective that
values democratic processes.

See for example: Dimaggio (2008) on the media and the US war on Iraq; Herman and Chomsky
(1988) on mass media and systematic propaganda; Entman (2007) and McCarthy and Dolfsma
(2014) on content and decision bias in the media, the latter specifically treating economic news
(and its economic impact); Nelson et al. (1997) on the effect of framing on public opinion; Dinan
and Miller (eds., 2007), Miller and Dinan (2008) on spin, corporate PR and corporate power,
Beder (2001) on the role and practices of neo-liberal think tanks in matters of environmental
policy; Flyvbjerg (1998, 2002) on power and rationality, Forester (1984) on the socially
structured nature of policy decision settings; Hands (2001, ch 5.) on the sociology and social
construction of scientific knowledge, Kotan (2010b, 2008, 2007) on value laden-ness in (Dutch)
ethnic cost-benefit analyses of migration, Yanow and Van der Haar (2010) on the political
meanings and implications of “technical/statistical” definitions of foreigners; Frey (2003) on
consequences of the referee system in economic publishing for independent thought.
Bezuidenhout and Kenny (1999) and Korpi (1996) on how the discourse and language of labour
market flexibility is about interests more than about articulating empirical realities; Mahon and
Mc Bride (2009) and Watts (2010) on the role played by the OECD in the creation and
dissemination of ‘knowledge’ on labour market and macroeconomic policy.
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Summary
The incidence of contingent-work is generally employer driven. The great majority of
people employed on flex-contracts has had no choice in contract type and are
involuntarily in such employment relations. Though often presented as working
individuals’ freedom, ‘freedom of contract’ in labor markets is not the working persons
freedom. The workers’ so-called freedom in the exchange sphere is more precisely the
capitalist firm’s liberty to use the working individual and his labor as pleased in the
production process. Furthermore, the evidence strongly suggests that individuals
generally have a preference for more stable and protective employment relations and
prefer not to work on flex-contracts, the holy grail of labor market freedom and
flexibility.
The nominal concept of freedom underlying the case for unregulated markets does not
take into account what individuals are actually able to do and to be. The case for free
markets derived from it is therefor entirely indifferent to individuals’ truly existing
freedom, the actual conditions in which human beings live their lives. Wages and
working conditions in free markets can and will be bad and humanly degrading for
many individuals and groups of individuals. Free labor markets are very much
compatible with the denial of a valued life, a denial even of basic means of livelihood,
and lead to great deprivations and unfreedom for a great many people. This largely
undermines the intrinsic case for free markets and the commodification implied by it.
The commodification of labor is the commodification of the worker as person. The most
obvious way this is so, is that the very survival of a person and her dependents become
conditioned by the successful selling of her labor. Furthermore: (a) By selling the
property rights over her life-time, to do any other activity during specified times of the
day, to her self-direction, power of decision, and uses of her creativity, the employee has
sold property-rights over herself and her life to another. (b) Work induced ill health –
‘mental and physical depreciation– means that what is sold is not solely related to work
but touches the whole of a person’s life. (c) The subjectivization of work -the greater
demands put on working individuals to acquire, display and mimic certain emotions,
values and identities- means ever more aspects of a person are unlocked to serve in
production and subordinated to the profit motive, extending the scope of
commodification to include more nearly the whole person. (d) Labor markets influence
individuals’ personal development trajectories. When the reproduction of one-self and
one’s children as labor-power comes to dominate human development, other functions
of the educational system and social and parental upbringing come under pressure. (e)
When rights aimed at fulfilling basic needs –such as health care- come to depend on
one’s status as paid employee, the citizenship of an individual and the satisfaction of his
needs as a living, sentient, being, become conditional on the commodification of his/her
labor.

172

The tension between labor being simultaneously human life and commodity that exists
in the exchange phase of labor, is present also in the production process due to labor
being human life and a commodified means of production, an ‘input’ to the production
process of commodities and profit. The dynamics of supply and demand of labor and the
freedoms of and balance of power between labor market actors determine the leeway
for the subordination and objectivation of the laborer. The degree of employees’
effective subordination depends on labor market actors’ relative bargaining powers.
Because free labor markets and labor market flexibilization policies diminishing
working individuals collective agency and freedom to withhold labor, while
simultaneously increasing employers’ freedom to withhold jobs, they increase laborers’
substantive commodification by undermining workers bargaining power. The higher
the degree of commodification of labor brought about by such policies, the greater is the
subordination and instrumentalization of the working person -the degree to and
dimensions along which an employee and his labor can be used to serve the purpose of
profit creation for the employing firm. This instrumentalization lies at the root of
employees’ objectification (denial of their autonomy and subjectivity, their violability,
fungibility, inertness and them being treated as being owned) and the many
deprivations in agency and well-being that go along with it.
Policy affects three important groups of factors: the freedom of employees to withhold
labor and of employers to withhold paying jobs, the competition among and for labor,
and workers collective agency. The greater commodification of labor by decreasing
individuals collective power and their capacity to refuse bad working conditions and by
increasing the competition among them, is geared towards undermining the capacity to
refuse certain working conditions and demand better ones and thus increases persons
subordination in the employment situation.
The free marketist stance denies the presence of unequal relations of power in free
labor markets and argues against employed and employment-seeking individuals’
collective and individual agency and against any attempt by governments to better
individuals’ employment conditions and provide them protection against market
uncertainties. Free marketism, the commodification of labor, is geared towards policies
that undermine the rights and bargaining power of labor; it therefor actively operates to
undermine the position of labor. Without any voice, collective representation, collective
power, and communal safe guards and safety nets, the average will be below what is
possible qua well-being for great masses of people; and often objectionable altogether.
Two often-overlooked functions of labor unions are their role as mediating institutions
for their members -facilitating decisions in a world that has becomes increasingly
complex- and as a source of information and knowledge indispensable for a properly
functioning democracy.
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CONCLUDING REMARKS
In a short article contemplating ‘freedom in the work situation’ Erich Fromm remarks:
“I am reminded of the title of Elton Mayo's famous book, The Human Problem of an
Industrial Society. The title tells the whole story (although Mayo had his heart on the
side of man). Industry is a subject and it has a human problem. The question is
whether we talk about the human problem of industry or whether we talk about the
industrial problem of humanity. In the latter case, humanity is the subject which has
an industrial problem. Between these two formulations lies the difference between
two opposite philosophical, spiritual value judgments” (1959: 6-7).
The same world of difference in the philosophical, spiritual value judgments of the two
stances towards human beings in relation to the economic domain to which Fromm
refers is also present between the free marketism that restricts human freedom to the
unbounded liberty to own and exchange what one owns and sees the full
commodification of everything, including labor and the working person, as the
necessary condition for and pinnacle of human freedom, and the view defended in this
thesis that freedom consists of people’s agency and well-being, their real ability to do
and to be, and that this freedom will be severely curtailed if no intrinsic importance in
laws, regulations and policies is attached to persons, taking the human being as subject
and as the ground on which political and economic policy should be explicitly based.
One inherent consequence of labor’s commodification - making individuals’ working
conditions totally dependent on the exchange value of their labor in unregulated
markets - is to attach no intrinsic importance to peoples’ freedom, agency and wellbeing. Stemming from labor being simultaneously a commodity and an ‘input’ to the
production process and the creation of profit as well as being human life, the farther
removed a society is from attaching intrinsic value in policy to persons as living sentient
agentic beings, the greater is the subordination of a person to the interests of the buyer
of labor-power, the more nearly he becomes an object and instrument in profit creation
and the greater is the disregard for his humanity and human condition. Through free
market and ‘flexibilization’ policies, whatever demand and supply forces present in a
situation are made the arbiter of whether a person deserves a well-lived life. This leads
to great capability deprivations for a great many people.
The policy discussions in the economics literature have focused by and large mainly on
the effects of labor market policies on unemployment levels, productivity and GDPgrowth. The conclusions reached by many mainstream and right-wing economists
notwithstanding, the relation between the protection of employees on the one hand and
unemployment and productivity on the other, is at most highly ambiguous (7(g)). The
purported necessary trade-off between equality and labor market regulations, and
performance on the usual macro-economic indicators (growth, productivity,
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unemployment) is either grossly overstated, spurious76 or plainly false, meaning that
there exists actually a complementarity between a more equitable and moral economy
and economic performance. For studies that find no trade-off between equity and
efficiency, or find complementarity and that better protection of employees lead to
higher productivity and higher levels of employment or lower levels of unemployment,
see for example: Navarro and Schmitt (2005); Panić (2007); European Commission
(2010) and Howell and Huebler (2005). For studies that empirically negate the
purported negative link between labor market institutions and employment, growth,
and/or productivity, see amongst others: Amable, Demmou and Gatti (2011), Howell
(2011), Howell et al. (2007), Freeman (2008, 2005, 1998), Jongen and Visser (2010)
and Baccaro (2008).
My point here, though, is that even if protective labor market regulations and
institutions would be associated with lower employment and growth, free marketism,
anti-unionism and anti-regulationism are no real solution to this; rather they are
obvious menaces in themselves. It would be more befitting to those active in the
economics profession and science of economics and who believe in such negative effect
to admit that they have no ready solution for the problem and to go back to the drawing
table to work for an organization of the labor market, and the economy more generally,
in which people are treated as citizens of a decent and civilized society.77 And in doing
so, perhaps leave aside also the misplaced arrogance to which one has become
accustomed and admit that the problem of the economy is not an economic problem
solely. It is a social, political, psychological and spiritual issue, requiring the combined
input and intelligence of all the sciences. In this way one may perhaps be of value in a
world that is in utter disarray, rather than adding further to the misery and confusion.

For example Jongen and Visser (2010) conclude in their survey titled ‘Exploring the
ambiguous impact of employment protection on employment and productivity’: “there is no …
certainty about the effect of EPL [employee protection legislation] on employment and
productivity, here ‘ambiguity’ seems to be the robust finding” (7).
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In the sense refered to by Avishai Marglin (1998:1): “A decent society is one whose
institutions do not humiliate people. … A civilized society is one whose members do not
humiliate one another… ”
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