[image: image1.png]* X
*
* *
*

* 4 *

COUNCIL  CONSEIL
OF EUROPE  DE L'EUROPE





FORUM 2004

FINANCE SOLIDAIRE ET CONSOMMATION RESPONSABLE :

pouvoirs publics et citoyens engagés pour la cohésion sociale

4 - 5 novembre 2004

Conseil de l’Europe

Strasbourg, Palais de l’Europe
___________________________________________________

SESSION I

Initiatives éthiques et solidaires des citoyens dans l’économie : leurs réponses aux défis de la cohésion sociale

___________________________________________________

New rights for the exercise of responsible citizenship?

Luigino Bruni, Université de Milano-Bicocca

“The challenge is to find ways of ensuring that the market economy contributes to social cohesion and does not function so as to exclude those who are least attractive as consumers” (Strategy for Social Cohesion, 2004, para. 31).

“The right to development is an inalienable human right by virtue of which every human person and all peoples are entitled to participate in, contribute to, and enjoy economic, social, cultural and political development, in which all human rights and fundamental freedoms can be fully realized” (Declaration on the Right to Development, resolution 41/128 of 4 December 1986).

1.
Introduction

These rights do not come from citizenship or from the belonging to a nation, but they are a prerogative of each human being” (2003, p. 63). This thesis of Amartya Sen, Nobel Prize winner in Economics, can be a good starting point for this reflection on rights, economy and responsible citizenship. 
Human rights, in fact, are a concept wider than citizenship: we first are human beings and then we belong to a city or civil society. At the same time, to say person is to say relationships, and then community, city. Individuality and relationality are two basic dimensions of the person.

The kind of citizenship Economics knows, however, is at least unusual. On one hand, economics puts the consumer at the centre: “consumer sovereignty” is one of the methodological pillars of the economic theoretical system. On the other hand, the human being is called “consumer” not “citizen”, and the only way of exercising one’s sovereignty is “exit” from the firm (or market) that we don’t like, and “enter” into the one we like. The “exit” option remains the only tool available to the consumer … a very strange sovereignty, particularly if the market is characterized by perfect competition – the “ideal” market every economist has in mind – where consumer sovereignty disappears since each consumer is too small to have any power to impact market demand. In other words, economics is characterized by the contradiction of declaring the centrality of the consumer, but, at the same time, to deny that the consumer is a citizen with more rights than just exit or entering the market – on this I will return at the end of the paper.

About individual rights, however, Political Economy has more to say. In fact, the tradition of Political Economy has emphasised more - or exclusively - the value of the individual: in the 18° century, the first economists conceived political economy as a tool (they thought the main tool), for liberating human beings from un-chosen ties and links – those of the “compulsory” pre-modern social environment – leaving people free to choose the community and the relations they like.
In what follows, I will focus on a few points that I consider to be relevant for the issues the Forum 2004 is facing:
a) To discuss how political economy has conceived its role for improving the implementation of human rights, i.e. the right to freedom, to equality and to development.

b) To reconsider other tools for exercising responsible citizenship, in particular the “voice” option.

c) To claim that the issue of reciprocity is a key element for both citizenship and rights.

d) Once recognised that citizenship is a matter of reciprocity, my final proposal is the need for a “civil” responsibility that is more that the traditional “social responsibility” of the company.

2.
Market, equality and freedom

The birth of modern Political Economy is associated with the insurgence of two principles that had been forgotten during the ancien régime: the principle of equality and the principle of liberty, both linked to the value and dignity of the human being, of the person. Western society, although penetrated by and deeply rooted in the Christian event, was, before modern times, an “unequal society”, whose relations were based on the hierarchical principle. The eruption of the market economy and of market society has started a slow, but steady, cultural process that has undermined the vertical social structures of the feudal society, and has also initiated a progressive but radical change of that world.

One philosopher who was very attentive to this incoming process has been Adam Smith, the universally acknowledged first modern economist. His major economic book, The Wealth of Nations was not by chance published in 1776, the same year as both the “Virginia Bill of Rights” and the USA’s “Declaration of Independence”. In the ‘Virginia Bill’ we find: “all men are by nature equally free and independent and have certain inherent rights, of which, when they enter into a state of society, they cannot, by any compact, deprive or divest their posterity; namely, the enjoyment of life and liberty, with the means of acquiring and possessing property, and pursuing and obtaining happiness and safety” (art. 1). And in the USA declaration: “all Men are created equal, that they are endowed by their Creator with certain unalienable Rights, that among these are Life, Liberty and the Pursuit of Happiness”.

And, again, not by chance we find in both declarations the expression “pursuit of happiness”, coupled with Liberty and Equality. Life, Liberty and the Pursuit of Happiness were announced as “rights”. In fact, “public happiness”, was the name political economy took in the mid-1700s in Italy (Pubblica Felicità), and in France: the end of the new science was conceived to be increasing the happiness of nations, to which the “wealth” of nations was just – although important – one means to this end.

In what sense, though, can the economy – according to these first economists – contribute to happiness, liberty, and then to human rights?

In Smith we find a clear answer to this question, when we look at his vision of the relationship between market, freedom and equality.

One of the most famous passages of his Wealth of Nations (WN, 1776), is the following: “It is not from the benevolence of the butcher, the brewer, or the baker, that we expect our dinner, but from their regard to their own interest. We address ourselves, not to their humanity but to their self-love, and never talk to them of our own necessities but of their advantages (Book 1, § I.2.2)” (Smith, WN, Book 1, § I,2.2). Not everybody, however, knows the context in which this sentence is derived. Just a few lines after, Smith began the chapter with a discussion on the “the disposition to truck, barter, and exchange” (§ I.2.4), which he considers to be “one of those original principles in human nature” (§ I.2.2), since “nobody ever saw a dog make a fair and deliberate exchange of one bone for another with another dog” (Ib.). Thus when a dog wants a bone from one of his equals, he can only yank it away from him with force, or beg his master with yelps and wags. In this context Smith says: 'Nobody but a beggar chuses to depend chiefly upon the benevolence of his fellow-citizens'. The message can be obvious: market relations are between equals, and so allow us to achieve the benefits of the division of labour with dignity and self-respect. It is more consistent with human dignity for us to satisfy our wants through the market than through pre-market relations of generosity, patronage and dependence. For Smith, then, the market itself is a dense network of relationships within which individuals, motivated primarily by self-love, cooperate as equals for mutual benefit.

Even though Smith recognizes that for a person it would be more human a world based on love and friendship, he observes that, “his whole life is scarcely sufficient to gain the friendship of a few persons” (Ib). Thus, in modern market societies, in spite of the fact that friendship is humanly superior and preferable to market trade, friendship is not enough for us to obtain everything we need, whether it be meat from the butcher, bread from the baker, or beer from the brewer. 
The three perspectives that open before us are: 
a) to live like beggars who “depend on the benevolence of the butcher” for their meals: in modern terms, assistentialism;

b) to take what they need illegally : theft and homicide 

c) “trade and commerce” freely with others: the market. 

If, in great and civil societies, we choose to trade instead of begging and waging wars, we cannot put too much confidence in the benevolence and fellow-feelings of other citizen’s to satisfy our needs, but everyone “will be more likely to prevail if he can interest their self-love in his favour” (Ib). Market permits us to peacefully obtain the things we need from others even when they are not our friends. Indeed, only the beggar decides to depend on others’ benevolence. In a realistic view of the modern commercial society, love and reciprocity are not enough for ensuring a free and decent life, and so subsidiary mechanisms must be sought. In this perspective – common to most classical economists - it is the market itself which allows a civil society to grow in such a way so that it is not left to violence to fill the gaps which friendly mutual assistance cannot reach. At the same time, it steers society away from becoming a multitude of beggars “assisted” by a few rich and benevolent people – exactly the scenario from which Europe was struggling to emerge in Smith’s life time. Thus, for Smith and his fellow economists, the market is one of the principal expressions of the civil society, it is itself civil society.

But there is more to say. 

3.
Market, society and interpersonal relations

An interesting consideration that we find in Smith and the other philosophers of Scottish Enlightenment (Hume, Hutcheson and Ferguson), is the idea that the market sets up the conditions for experiencing free and disinterested human relationships in which true friendships can flourish. In fact, according to these economists, the existence of the markets makes it possible to go beyond the feudal logic of ally versus enemy, and so go beyond instrumental and/or status relationships. They set up conditions necessary for equality, without which, true friendship cannot exist. The beggar cannot be a friend to the benefactor: “According to Smith, the replacement of necessitudo by commercial society brings with it a morally superior form of friendship – voluntary, based on “natural sympathy”, unconstrained by necessity” (Silver 1990, p. 1481). The commercial society allows us to choose our friendships freely and for the sake of “virtue”, as Aristotle insisted, and not according to some necessity.

So, to Smith and the founders of modern political economy – as well as to the Italian Genovesi or Verri, who within the market mechanism see the work of Divine Providence – the market is not in opposition to equality and freedom, but, actually is considered as a major instrument for reaching true equality and freedom, true human rights.

Smith tends to see commerce as the first stage in the development of civic society. This precedence is clear in Smith's economic history. In two chapters of the Wealth of Nations, he explains how during the Middle Ages, the order and good government of the towns gradually spread to the surrounding country, undermining previous relations of feudalism (pp. 397-427). Smith characterises feudalism in terms of vertical relations of patronage and dependence. Feudal societies began to decay when, motivated by individual self-interest, the landed proprietors diverted their surplus from the maintenance of retainers to the purchase of luxuries that were manufactured in the towns. As an unintended consequence, the proprietors lost the basis of their former power and authority. Because of the division of labour in the market economy, purchasing power does not translate into political power as it does under feudalism:

Each tradesman or artificer derives his subsistence from the employment, not of one, but of a hundred or a thousand different customers. Though in some measure obliged to them all, therefore, he is not absolutely dependent upon any one of them. (p. 420)

Thus, the extension of the market makes possible a society of horizontal relationships -- a society in which relationships between people are based on equality and reciprocity.

There is, however, some difference in how the relationship between the market and friendship (or genuine reciprocity) is considered: for the Scottish, the market creates conditions for experiencing true friendship but outside the market (that remains essentially the place of instrumental relationships). The Neapolitans (and in general the Latin tradition of Civil Economy), yet, see market relationships themselves as relations of reciprocity. It is interesting to note that while for Smith the peculiarity of the human being with respect to other animals is “the disposition to truck, barter, and exchange”, for Genovesi the peculiarity of human beings is reciprocity: “How is man more sociable than other animals? … [It is] in his reciprocal right to be assisted and consequently in his reciprocal obligation to help us in our needs (Lezioni, I, cap. 1, § XVII, p. 14).

This attitude towards market, freedom and individual rights is fostered today by those institutions or cultural movements that see in every extension of markets an extension of freedom, equality and human rights. A tradition that has always had its supporters throughout the history (it is enough to think at the French economist Bastiat in the 19th century, and of Luigi Einaudi or Von Hayek in the 20th). In this approach, any form of intervention in the market is considered to be a dangerous encumbrance to their smooth running, and therefore every intervention, such as a proposal for regulation of financial transactions, strikes against freedom.
At the same time, from the very beginning of classical Political Economy (the first name that comes to mind is T. Malthus), a parallel stream of though has begun to flow, a tradition of social thought that considered any enlargement of the area of the market as a step backward for civilisation, human rights and freedom. This line of thought includes such thinkers as Owen, Proudhon, Marx and the Marxian tradition, John Rushin and Thomas Carlyle (the inventor of the label “dismal science” for Political Economy), and, in the 20th century, Karl Polanyi and Marcel Mauss. Today, the French sociologist Serge Latouche can be considered an archetype of such an approach: for him saying market is to say something against human flourishing and rights, that is, the market economy with its institutions is perceived as a threat to civil life. Furthermore, according to this tradition the market is a place where the mighty exploits the weak. As Polanyi puts it, the expansion of the market quickens “society’s desertification”. Thus civil society is called to take action and protect itself from markets, because their logic totally erodes authentically human relationships (such as friendships, trust, gratuitousness, reciprocity, etc), that are characterized as being non instrumental, and are – according to this approach – incompatible with economic rationality, that is based on instrumentality. 

4.
What type of freedom and what type of rights? The “civil economy” perspective

Although I can’t share Polanyi’s and Latouche’s radical critique to any form of markets, nevertheless my strong impression is that market society has not maintained its promises. To this respect, Sen again comes to our assistance
. On the one hand, he recognises, with Smith, that development itself brings freedom as it creates the objective conditions for the recognition and implementation of human rights; on the other hand, development has to be measured primarily in terms of freedom and rights, not of commodities, income or wealth. Freedom, in particular, is part of good life; it is not just a means (it is also a means), but it is primarily an end in itself. In this sense development is (or can be) freedom and rights, because it increases the range of choices, the set of alternatives, and therefore makes, or can make (within given institutional and cultural pre-conditions) people flourish.

But, what type of freedom are we actually talking about? Negative freedom (freedom “from”) is not enough within a rights-centred perspective: we need positive freedom (freedom “for”), namely the freedom of choosing the type of life we have reason to appreciate. . Particularly relevant is the concept of the “right to development”, which is a combination of both positive freedom and individual rights.

What does it mean to recognise that every person has a right to development? First, the formal freedom to enter the market is not effective if people do not have the capabilities for being effective actors in the market. It is true, as Smith reminds us, that once the beggar manages to bargain with the “butcher”, the beggar becomes more free; however, in particular in those countries where the “beggars” are many, most important is the analysis of how one can effectively enter the market. In fact, without a process of empowerment that allows a shift from relationships of dependence (economic, familiar, political, etc.) to relationships among equals, freedom remains just an abstract desire, or a nice expression in documents about human development. 

Nevertheless, economic development is, at least potentially, positive freedom, as it liberates people from primary needs, which, if not satisfied, obstruct the pursuit of a good life. If one is hungry, hardly can cultivate the highest dimensions of existence, on which the quality of her life mostly depends: if, thanks to economic development, she is able of eradicating hunger, she will be freer.

Finally, economic growth and development translate effectively into positive freedom when within a given geographical area, there are institutions and cultural conditions that make it possible for goods to be transformed into well-being.

An increase of GDP, therefore, is not a good measure of freedom – as the experience of human development has been telling us for decades. If my income increases because I win a lottery or receive international aid, yet it does not increase the level of human growth, this increase in wealth can actually produce a decrease in the quality of life, in real happiness.

If, instead, my income grows together with democracy, participation, human rights, the quality of my interpersonal relations, and/or the access to medical care, then the same increase in income can actually be transformed into more freedom and well-being.

From this standpoint, what is the meaning of micro-credit, ethical finance and critical consumption, or fair trade? These experiences, far from rejecting market relations as inhuman, utilise market mechanisms for human development. In fact, recall that all these experiences are embedded in the market economy: micro-credit charges an interest rate, ethical finance does not deny a return, and fair trade is not “aid”, but trade. Critical consumption is not for the elimination of the market nor does it considers any sort of economic interaction as uncivil. On the contrary, this movement intends to exercise democratic control over normal market relations, and in doing so tries to extend the area of citizenship by means of using its “voice”, even in the market.

5.
Exit or voice? Or both?

“Exit and Voice” is the famous model introduced by A. Hirschman (1970). As it is known, the main thesis of Hirschman’s book is to “complicate” the ordinary way of understanding how the market and politics function. He claimed that it is not correct to consider “voice” the only tool in politics, and “exit” the only tool available in the market. Hirschman’s book wanted to challenge the deep-rooted idea that in the political domain the option exit is not available or comes at a high cost: because of this, people can express their preferences only by protest or voice, whereas in the market, being the option “exit” available (if I don’t like a product I leave that firm for another one), the option voice is not considered. Furthermore, the exit option gives a signal to that firm that it has to modify something in order to survive: exit is seen as an efficient tool for working of the market mechanisms. 
A typical example of the efficacy of the exit option is the use of vouchers in the education market: to introduce a voucher means to transform a “political” domain based on “voice” into a “market” based on exit. That is, through the voucher, families can much easily choose the school they like and, at the same time, send a signal to the un-chosen school to increase the quality of its service. In this approach – that of Milton Friedman, for example – the recipe is not to use both tools (exit and voice) in both domains, but rather to transform as many domains as possible in markets.

Hirschman’s proposal, instead, is radically different: why not try – he claims – to use both tools in both domains? Namely, use more exit in politics and more voice in markets?

When Hirschman’s book was published, both extensions were considered unrealistic: how could one use the “exit” option in politics, and how could one use the “voice” option in markets? In fact, in the 1970’s political life was ideological (there were few exit options from political parties), and in the Fordist society there was little room for voice: products were standardised and civil society had not yet developed “political” tools for making “voice” work effectively to influence supply. What does it mean, then, to extend the voice option into the market? In its essence, it means to extend the right of citizenship, and to make citizenship more responsible, if it is true, as it stands, that citizenship would be highly expressed by means of civic and political participation. Exit is also a citizenship tool, but it is relationally poorer and less responsible than voice. 

Why is voice so important for a civil society and for a civil economy? 

a) First, voice aims at recovering lost quality: in markets “of social quality”, when important relational and civic dimensions are at work, recovering the lost quality means responsibility;

b) Second, voice is more costly (in terms of effort and time) and to use the voice tool requires a person to make a choice, to decide intentionally to commit to a better civic life. Exit is always the easier solution – although in some cases may be the only one available. Nobody can deny the importance of the exit option especially in rigid and blocked political situations, but voice is more relational, responsible and civil, because it means entering into a relationship with the counterpart, a relationship that the exit option avoids.

c) Third, voice is more responsible because we can never exit completely from a given market I can choose to renounce a product because of, for example, ethical reasons, but the product often remains in the markets, “polluting” our society (and me). If I feel a sense of belonging to a wider civil community, I will do my best before playing the exit option – especially in markets particularly relevant in terms of social responsibility.

d) Finally, usually in markets “of social quality” – such as education, older people services, healthcare, social care, etc. – we underestimate the cost of the exit in terms of relationships: relational goods are usually fostered by voice and threatened by exit.

6.
Beyond corporate “social” responsibility: civil consumers and civil companies

In this context I see the great civil importance of micro-credit, fair trade, the Economy of Communion
, and critical consumption: these are tools for a responsible use of both exit and voice options: voice is the first step that aims at a recovery of the lost (civil) quality. Only once the voice option fails, does the exit option come into play (i.e. boycott). In this way responsible citizenship flourishes.

Then, what are the new rights for responsible citizenship? 

Here I would propose the “right to voice”, coupled with the right to exit (a right that markets know and spread very well, as said above). What does it mean to recognise the right to voice? I would stress few dimensions, directly related to companies. 

Today “corporate social responsibility” (CSR) is becoming very popular; sometimes it is seen as a panacea of all problems concerning ethics, justice, responsibility in markets. I claim that for implementing responsible citizenship social responsibility is not enough. Why? 

The standard way of understanding “social responsibility” deals with ethical codes, social accountability, and similar tools. In fact the “social” dimension does not imply face-to-face or personalised relationships. It is the type of sociality of the welfare-state, where the social is measured in terms of equity. In this context, a company is socially responsible when it is correct with all stakeholders, does not “pollute” natural and social environment, and follows objective standards of social quality. For instance, The SA8000 social accountability system standard elements - child labour, worked labour, Health and Safety, Freedom of Association and Right to Collective Bargaining, Discrimination, Discipline, Working Hours, Compensation and Management Systems – are very important dimensions that deal, however, with “codified” social quality, based, mainly, on the equity principle. 

The “civil” companies, in fact, are those expressions of civil society that are capable of inventing an institutional framework and a governance able, on the one hand, of liberating the demand from the supply empire, making the demand the centre of the system, and, on the other hand, of making the consumer responsible. In other words, the difference between civil and social companies is the following: while the social companies operate on the supply side with the aim of “humanizing” the production (i.e. by organizing democratically the production process on the basis of the equity principle) civil companies act also in the demand side, with the aim of enabling consumers to interact relationally with the supply subjects (cf. Bruni and Zamagni 2004, ch. 7).

Sociality and relationality

Thus, for a responsible citizenship we need more: we need “relationality” not just “sociality”, where relationality means “to refer to forms of human interaction in which the identity of the participants as particular human beings has affective or cognitive significance” (Gui and Sugden 2004, p. 1).

The word “citizen” comes from civitas, and civitas means not only the principle of equity, but mainly the principle of reciprocity, personalised relationships. For this reason a corporation and a market looking for responsible citizenship cannot be content with social responsibility alone: it needs “civil responsibility”, that is to recognise a right to voice and participation to consumers, considered as citizens. Thus, the “civil consumer” has the duty – if she wishes to be civil – to enter into a relationship with the firm (before “exit”), and the “civil company” has to recognise the right to voice and to participation of the consumer-as-citizen who, in this way, becomes a “pro-sumer”, that is consumer and producer at the same time. In some markets, in fact, civil consumers and civil companies are more urgent than in other markets: I am referring to the above mentioned “market of social quality”, relational markets where the most important quality is not-codified and depends heavily on the capability of the firm of involving the consumers-citizens in conceiving and producing the product or the service.

Hierarchy and Reciprocity

Furthermore, the organizational form of a “social company” is normally for-profit or capitalistic, and the basic organizational principle is “hierarchy”. Most of the emphasis on governance is about leadership and the duties and powers of company directors. Yet, the normal organizational form of a civil company has based on the principle of reciprocity and the key issues on governance is about participation of all company actors (not only or mainly directors) – a typical civil company in Italy is the “social cooperative”. In fact, the “external” attention to relational quality through the recognition (as an example) of the right to voice, is not enough: a company is civil responsible if it creates a pluralistic and polyphonic governance, based on reciprocity. 

Reputation and trust

Finally, another difference between social company and civil company, and therefore between social responsibility and civil responsibility, deals with the distinction between reputation and trust. To a social company “reputation” can be enough, being reputation a matter of “codified” quality: i.e. “reputational risk management” or “Environmental reputation” are a key issue in CSR
. Reputation presents characteristics closer to a standard economic good, while trust is a typical relational good, that is a good made of relationships, where the identity and the intrinsic motivations of the agents are essential ingredients of its value and existence. Trust needs genuine interest for the consumers’ well-being, while reputation can be justified only on the basis of an instrumental (although legitimate) calculus. Thus, a company aiming at “Corporate Civil Responsibility” (CCR) cannot be content of the only reputation, without trust it cannot develop its mission.

A concluding remark

The challenge of responsible citizenship today is to find ways for allowing all three regulating principles – trade, redistribution and reciprocity - to co-exist even in the market.
 We certainly need efficiency, but we can’t do without equality, and above everything else, I dare say, we need reciprocity. The principle of reciprocity is the foundational principle of both contract and redistribution: we can trade and redistribute wealth just because we, first, recognize that we belong to a social pact, to a common terrain.

So, responsible citizenship and true human rights require reciprocity, as the whole Western tradition, from Aristotle to modernity knows: citizenship comes from civitas, polis, and to say polis is to say reciprocity. Without gratuitousness (which reciprocity by necessity embodies) reciprocity becomes just a contract, and the civitas cannot survive, since it is more than a contracts or cash nexus.

Even rights are a matter of reciprocity: my right can only be effective if somebody else – person or institution – recognizes my right. The declaration of rights can be a first important starting point, but, sooner or later, reciprocity is needed. This assumes, of course, that true humanity begins when we overcome the boundaries of the individual and enter into the territory of the person, the territory of reciprocity.

� Also Smith’s choice of the word “wealth” instead of “riches” of nations is a sign that the Scottish moral philosopher thought that there was a strict connection between wealth and happiness – “Perhaps”, as Malthus a few years later commented, “Dr Adam Smith has considered these two inquiries as still more nearly connected than they really are (Malthus 1798, p. 304). 


� On this see Bruni and Sugden (2000).


� Among the many Sen’s works, on this topic see Sen (1993).


� On the experience of the Economy of Communion, that involves 800 firms that share their profits, see Bruni and Zamagni (2004a) and Gold (2004).


� See, for instance, the World Bank Institute’s documents on CSR (http://www.worldbank.org/wbi/corpgov/csr/).


� On “relational goods” see Gui and Sugden (2004).


� Cf. Bruni and Zamagni (2004).





