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Abstract

Welfare reform is best characterised as a system-wide search process for a new, economically viable, politically feasible, and socially acceptable social and economic policy repertoire. In this paper we elucidate some of the causal mechanisms of trial and error learning in welfare reform from two angles: (domestic)policy learning and mimicking (learning from others). We explore the salience of ideas, the role of power, the role of policy analysis and the institutions of public decision-making as key factors in shaping domestic policy learning. These insight are then applied in a comparison of welfare reform in Sweden and the Netherlands. Next we turn to the causes and mechanisms of mimicking. For illustration we compare the OECD Jobs Strategy and the European Employment Strategy as practices of mimicking. In the conclusion we argue that the study of welfare reform calls for a combination of the study of domestic learning and learning from others.

1. Introduction

Welfare reform is best defined as a system-wide search process for a new, economically viable, politically feasible, and socially acceptable social and economic policy repertoire*. We adopt a broad conception of the welfare state, including macroeconomic policy, wage setting, tax policy, industrial policy, social policy and labour market regulation. In order to grasp the dynamics of welfare reform, it is crucial to understand the interaction and spillover effects between various policy domains over time. We are particularly interested in the ‘triggers’ and ‘sequences’ of policy responses advanced by welfare states, which, by comparative standards, have been successful in meeting the challenges of economic internationalisation and social and industrial change without abandoning core welfare-state goals. Our ultimate ambition is to contribute to the theory of the adaptive capacity of advanced capitalist societies. But for the greater part, this is a speculative paper intended to spur thinking rather than report research findings. Its merits should be judged by the questions and hypotheses that can be derived from it.

Below we do not analyse the domestic and international origins and nature of the challenges. We take for granted that European welfare states are to a variable degree in need of reform (Esping-Andersen, 1996; 1999; Ferrera, Hemerijck and Rhodes, 2000). We agree with Pierson (1994) that welfare state retrenchment is politically risky and with Freeman (1995) that reform in advanced welfare states is troublesome because ‘changes in one aspect of a highly interactive system alter the efficiency of other parts of the system’ (p17). Rather than ‘long-jump adaptations’ or ‘changes in several components at once’, which are ‘impossible to bring about except in a politician’s promises’ (p20), this requires intelligent sequencing of reforms in adjacent policy domains, facilitated by helpful institutional frameworks.

We identify two approaches in the literature of policy change: policy learning and mimicking. The concept of policy learning, pioneered by Deutsch (1963) and Heclo (1974), and developed by Hall (1993), Sabatier and Jenkins-Smith (1993) and Olsen and Peters (1996), suggests that policy-makers draw lessons from past policy successes and failures and use these lessons and new knowledge in dealing with novel problems. The literature on policy transfers, mimicking, and diffusion, pioneered by Rogers (1962) and Walker (1969), and developed by Rose (1993) and Berry and Berry (1999), suggests that policy-makers examine ‘best practice’ and apply successful models or standards from abroad. Encouraged by processes of economic internationalisation, European integration, and modern communication, international organisations like the Organisation of Economic Cooperation and Development (OECD), World Bank, or International Monetary Fund (IMF) have expanded their attention from macro-economic monitoring towards the active diffusion of policy prescriptions like New Public Management, labour market deregulation, privatisation of public pensions (the Chilean Model), and Managed Competition in health care. Recently, the OECD has opened its ‘Best Practice Institute’, which it advertises as a mine for comparative, cross-national information and analysis in the area of good governance (www.oecd.org/puma/bpi/bpisite.nsf).

 In what follows, we identify in Section 2 the key features in the logic of learning that the approaches of learning and mimicking have in common. In Section 3 we explore the salience of ideas, the role of power, the organisation of policy analysis and the institutional structures of public decision-making as key factors in shaping the pace and character of policy learning. In Section 4, we argue that welfare state reform follows a sequential pattern in which political attention and policy action shift across policy domains. In Section 5 we compare the contrasting experiences of welfare reform and policy learning in the ‘tightly’ coupled welfare states of Sweden and the Netherlands. In Section 6 we turn to the causes and mechanisms of mimicking. How does selection and diffusion of ‘models’, selected by international organisations, actually happen? In Section 7, we compare the recent examples of the OECD Jobs Strategy and the European Employment Strategy as exemplary benchmarking practices. In Section 8, finally, we draw some conclusions and propose a program for further research. 

2. The logic and limits of learning

The literature on organizational behaviour, decision theory and organizational learning is our starting point in developing an explanatory model of welfare state reform. This literature emphasises crises as important triggering devices for deliberate change; the attractions of promising alternatives; the uncertainty under which policy-makers act; and the trial-and-error character of choice. The record of policy reform is primarily one of changes associated with major performance crises. Policy-makers draw lessons from past policy experience, look back at what went wrong and search for more effective policies abroad. This learning perspective invites us to track behaviour and choices of policy-makers through time. In the process, policy-makers may shift preferences and loyalties, recognising on the basis what they now know, that what they believed to be rational before was in fact erroneous. 

Learning may be defined as ‘the ability to detect and correct errors’ and ‘thereby to improve the functioning’ of social systems (Olsen and Peters, 1996: 4), for instance through improved memory, earlier identification of problems, improved competencies and preparation for the future (Adler and Clark, 1991; Argyris and Schön, 1978; Deutsch, 1963; Rose, 1993). Levitt and March (1988) build their theory of organisational learning on three classical observations of the behavioural study of organisations (Simon, 1945; Cyert and March, 1963): (a) action is embedded in routines and stems from a logic of appropriateness more than from a logic of consequentiality; (b) action is history dependent, based on interpretations of the past more than on anticipations of the future; and (c) action depends on the relation between observed and aspired outcomes, with sharper distinctions between success and failure than between gradations of either. They define organisational learning as ‘encoding inferences from history in routines that guide behaviour’ (1988: 319). Routines, codes, rules, technologies, instruments and beliefs embody the experiential lessons of the past and make these lessons accessible to members of organizations and policy communities who need not themselves have experienced the history that led to their adoption. They are transmitted and institutionalised through socialisation, training, staff turnover, professionalisation, legal prescription, and organisational mergers (DiMaggio and Powell, 1983). Second, policy learning always involves a process of unlearning the lessons of the past, a process that is usually avoided or delayed as long possible, that is, unless existing routines, instruments and beliefs are de-legitimised by failure (Hall, 1993). 

Learning may be superstitious when the subjective experience of learning is compelling but the connections between actions and outcomes are mis-specified. The necessary feedback is often lacking because outcomes are delayed and not easily attributable to a particular action; variability in the environment degrades the reliability of the feedback; there is often no information about what the outcomes would have been if another decision had been taken; and most decisions are unique and allow no generalisation (Tversky and Kahneman, 1986). Policy change more often than not involves learning from critical incidents, which means learning from ‘samples of one’ (March and Olsen, 1995: 203). Moreover, criteria of success and failure are inherently ambiguous, changing and contested (Olsen and Peters, 1996: 5). Is current employment growth the result of wage moderation? And is wage moderation the product of a coordinated policy of restraint by trade unions, or did it result from intensified international competition, while the ostensible policies of coordination by unions were only masking the decline in their power? These questions have been asked, for instance, with regard to the successful Dutch model of recent times (see Labohm and Wijnker, eds., 2000) and show that not only the future but also the past may give rise to multiple and contrasting interpretation.

Experimental learning violates basic assumptions of democratic politics (Olsen and Peters, 1996; Scharpf, 1999). Unlike ‘experimenting societies’ such as R&D departments or science laboratories, failure must be avoided in politics (Campbell, 1977). The political nature of social systems tends therefore towards conservative learning. Mistakes are often concealed. Political competition has an ambiguous impact on learning (Campbell, 1994): party-competition may help to challenge pre-justified trials of new policies and to expose mistakes in existing policies. Political strife may contribute to better monitoring of new policies, since proponents of rival policies will be self-interestedly motivated to find fault with the policies of others. But political parties usually do no more than trade competing justifications for preferred policy variations. Another bias is that electorates tend to respond stronger to observed policy mistakes than to lost opportunities and policies that were not chosen (March and Olsen, 1995: 227). 

2.1 Bounded rationality

Under conditions of ‘bounded rationality’, choice is based on a process of trial-and-error, in which only the most pressing problems are diagnosed and alternatives are debated until a ‘satisfying’ solution is found. Policy-making is mostly backward looking and, in the simplest case, reacts only to immediate past experience. At best, policy-makers have learned to avoid the mistakes made earlier, although one cannot assume, in an evolutionary sense, that lessons learnt will never be forgotten. 

According to Heclo (1974: 306) ‘policy-oriented learning’ refers to relatively enduring changes in thought or behavioural intentions that result from experience and/or new information concerned with the attainment or revision of policy objectives’. Broadening Heclo’s definition to policy objectives and instruments, Hall (1993) defines ‘policy learning’ as the ‘deliberate attempt to adjust the goals or techniques of policy in the light of the consequences of past policy and new information so as to better attain the ultimate objects of governance’. These definitions do not claim that, through learning, policy-makers get smarter and only generate positive or Pareto-optimal alternatives. Pressed to make swift decisions under conditions of crisis, they are likely to make mistakes on the basis of ad hoc decisions, sometimes making things worse. Under pressure, policy makers have a tendency to ‘flee away’ from problems and more often than not learning in politics is plagued by a short-run memory, also for electoral reasons. Policy-makers tend to base their experience on the interpretation of the latest crisis, from which they most likely draw the lesson not to repeat the errors they manage to recall from the previous occasion. Consistent with decision-making under conditions of bounded rationality is that macro-economic shocks (like the oil crises in the 1970s or the EMS crisis in the early 1990s), health scares (like the BSE crisis) and political protests (like the European diesel fury of September 2000) will take policy-makers by surprise, even if early warnings were available. In theory, policy-makers might be prescient and have a response for every policy problem that falls within a range of probability (for instance, a hike in energy prices, a war in the Middle East, or diverging national budget liabilities within EMU). However, policy-makers and their advisors do usually not have a clear picture of risks and existing problem-solving capacities may already be committed elsewhere. 

2.2 The need of failure

Incremental or first-level learning, improving the efficacy of chosen policy instruments under stable external conditions, may occur within established institutional orders. It usually takes major external shocks to change core beliefs, decision-making routines, and distribution of power resources, norms and competences on which institutional orders are based (Hall, 1993; March and Olson, 1989). Weaknesses are not normally analysed, unless under conditions of crisis (Siegenthaler, 1993). Crises function as catalysts for deep or non-routine policy learning (which may lead to new routines and redefined institutional orders). The macroeconomic shocks of the 1970s and 1980s were upsetting existing equilibriums and challenged existing (Keynesian) policy routines more severely than politicians realised at the time or had been accustomed to during previous decades (Scharpf and Schmid, eds. 2000b). In the assessment of the OECD (1988), the performance crisis in the 1970s triggered the reorientation in economic policy during the 1980s. 

In agreement with the canons of organizational theory, we take policy reform to be driven by ‘problem-induced search’ aimed at restoring satisfying policy efficacy (March, 1981). Reform is reactive as well as non-routine. It may start with pressing problems for which standard recipes learnt from past experience offer no solution. Disappointment over what is perceived or evaluated as failure prompts the search for alternatives. An acute crisis forces policy-makers to evaluate existing policy repertoires and ponder alternatives. If failure continues after some small policy adjustments this may create the conditions for ‘double-loop’ (Argyris and Schön, 1978) or ‘higher-order’ (Hall, 1993) learning, challenging the assumptions, beliefs and institutional orders on which existing policy repertoires were based. 

After nearly a decade of policy stalemate, the dramatic worsening of economic conditions in the early 1980s created a climate for experimentation in the Netherlands, based on a widely shared feeling among policy-makers that ‘a limit was reached and a change in policy and mentality was needed’ (Visser and Hemerijck, 1997: 13). In 1986, the year in which the first of the Irish agreements on wage moderation and economic recovery was reached, the economy ‘was almost universally seen to have reached its nadir’ and the agreement was negotiated, as it were, ‘out of the last ditch’ (Roche, 1992: 325). Italian trade unions took a series of courageous and risky decisions in 1992 and 1993, when the country was in a deep political crisis while doubts were raised over its place among the leading nations of the European (Monetary) Union (Ferrera and Gualmini, 1999). In a comparison of six so-called ‘reform’ countries—Australia, New Zealand, the United Kingdom, Denmark, Ireland and the Netherlands—Elmeskov, Martins and Scarpetta (1998: 241) found that reforms were typically preceded by major hikes in unemployment, government deficits, or exchange rate pressures. In each case reforms began ‘against a background of either full-blown crises or at least critical developments’. This did not, however, set these countries apart, since similar crises or critical developments occurred in countries in which major policy reforms were not undertaken. The fuse of an economic crisis may be too short-lived to motivate the search for change and an enduring crisis may give way to resignation. Elmeskov, Martins and Scarpetta (1998) argue tentatively that performance crises create a ‘groundswell of support for reforms’, as is suggested in the Dutch, Irish or Italian case cited above, but that the ability to harness such support and translate it into action depends on political factors. They observe that a major change in the political composition of the government preceded the policy reorientation in each of the aforementioned countries. 
2.3 Complacency

‘If it ain’t broke, don’t fix it’—the corollary of failure-induced learning is that success breeds failure. Success tends to produce complacency and reduces the motivation to initiate seemingly unnecessary and costly change. Success is likely to boost confidence, of which there may be too much rather than too little. Confidence may lead to restricted attention (Sitkin, 1996) and a focus on short-term performance at the expense of making it harder to learn from experience for the long-term (Wildavsky, 1988). To the extent that policy performance matches acceptable targets, political actors will be cautious about proposing reforms. Politically, current problems must be considered so daunting that the perceived costs of inaction and non-decision outweigh the costs of change. During ‘good times’ and when ambitions are low only exceptionally inappropriate policies will lead to the perception of failure. In contrast, during ‘bad times’ and in the case of over-ambitious targets no policy will succeed or produce the experience of success. These are further examples of superstitious learning: in ‘good times’ there will be too little experimentation, whereas in ‘bad times’ there will be too much needless change (Levitt and March, 1988).

2.4 Failing intelligently and precautionary strategies 

‘To be successful …one must learn to dream of failure’ (Henry 1965, cited in Sitkin 1996: 557). An interesting question is whether successful systems can fail intelligently and develop precautionary strategies. This requires imagination, the development of scenarios for future states of the world, and some slack resources. 

Let us consider the example of Europe’s Economic and Monetary Union. It is not clear whether asymmetric shocks, affecting one country or region more than others, will be more likely under a monetary union. But if such shocks were to happen, the ‘one size fits all’ monetary policy would seem to require more flexibility in the deployment of other policy instruments. An important part of the debate concentrates on labour market and wage flexibility (Calmfors, 1998; Dohse and Krieger-Boden, 1998; Pissarides, 1997). Should bargaining structures be changed? One response, tried in recent years, is based on increased tripartite coordination between governments, trade unions and employers federations through so-called social pacts. Such pacts have been negotiated in several EU countries preparing for membership of a non-accommodating monetary regime (Fajertag and Pochet, eds., 2000). One can view these pacts as a way of substituting informal consensual norms and moral suasion for formal centralisation of wage bargaining in a situation when the general development towards lower-level bargaining has made centralisation impossible (Calmfors et al., 2001). Many of the pacts of the 1990s, for instance in Italy, Finland, Portugal or Greece, were developed under threat of exclusion from EMU (Streeck, 1998). The crucial question is: can such apparently successful strategies, developed under conditions of crisis or under threat of exclusion, be maintained in normal (non-crisis) times when no threat to the national interest or some other major motivating force can be invoked? In other words, can social pacts become part of a precautionary strategy? 

The strength of incentives for social pacts will in part depend on how future uncertainty is evaluated against past experience. If cyclical developments turn out to diverge among the Euro countries, and if, as one must expect, fiscal policy proves to be an insufficient stabilisation policy tool in that situation, then it is likely that extra or early wage restraint through coordinated policies may come to be seen as a necessary means of stabilising a recession-struck economy. The mere uncertainty of the macroeconomic consequences of EMU and the perceived risk of large imbalances at specific occasions may imply a precautionary motive for this type of coordination (Calmfors et al., 2001) and it will be much easier to achieve coordinated wage restraint when it is needed, if there is a degree of coordination also in more normal times (Visser, 1998). Since such coordination efforts have already been undertaken in several countries in recent years, it may therefore be seen as efficient to continue such efforts as a stand-by measure for an uncertain future even if they seem redundant in the present.

3 The play of ideas versus contest for power

Following Heclo’s powerful metaphor, policy learning is the outcome of puzzling—diagnosing the nature and magnitude of the problems at hand, setting priorities and identifying potentially effective solutions—and of powering—organising the political and societal support for the selection of particular solutions (Heclo, 1974). Choices about where to search for effective solutions reflect cognitive as well as political factors, ideas as well as interests.

3.1 Puzzling 

Political decision-makers must want to learn something that they do not already know. This requires a readiness to subject pre-established ideas to new insights and critical information. The policy process is riddled with strife over ideas and beliefs over the best course of action. ‘We miss a great deal if we try to understand policy-making solely in terms of power, influence and bargaining, to the exclusion of debate and argument (Majone, 1989: 2). The same author maintains that policy analysis primarily has an argumentative function since it is impossible to separate values from rational analysis: ‘policy analysts and researchers are often involved in the process of norm-setting’ (1989: 25), so much so that knowledge and values advance together. In this view, policy change is less driven by the relative power of interests than by the quality of the arguments that lobbyists, experts and government officials advance.

The role of Keynes’ theory in post-war economic policy-making is a case in point. ‘Keynesian ideas were a potent weapon in the hands of those who sought to justify a new role for the state against the arguments of the old laissez-faire’ (Hall, ed., 1989: 365-6). For a long while, they offered a persuasive rationale for a policy of running fiscal deficits in order to stimulate demand, growth and employment. Citing a former chairman of the U.S. President’s Council of Economic Advisors, Majone (1996: 621) surmises that, ‘without Keynes (…) expansionist fiscal policy might have remained an occasional emergency measure and not become a way of life’. Without the deep recession of the 1930s and the war, one should add, Keynes’ theories might not have become so prominent in academic and political circles. 

Accumulated policy failures can prompt an unfreezing process in which old beliefs and routines loose their portent and new insights gain prominence, as happened with the shift from Keynesianism to monetarism in the 1980s (Hall, 1993). In terms of puzzling, what matters is the capacity of actors to diagnose the inadequacy or vulnerability of existing doctrines and policies, based not only on thorough evaluation of past performance but also on new insights from academic circles. Sometimes policy-makers tread new ground. According to the accounts of Dyson and Featherstone (1999) and Radaelli (1995), for instance, the negotiators of Monetary Union in Maastricht were engaged in a collective process of policy learning as this was an unprecedented undertaking and policy-makers were travelling beyond existing knowledge in economics. The feasibility of the project was contested and various economists doubted the economic wisdom of the convergence criteria of Maastricht (De Grauwe, 1994; Dornbusch 1997). However, the new mainstream had converged on the idea that an abdication of discretionary political power in monetary policy, or a truly independent central bank, was the best means to achieve stable money—and it was a vital condition for gaining political support for the EMU project in its most powerful member state. 

3.2 Commonly shared information

The reception and adoption of novel ideas into policy-making is shaped by various institutional conditions: the public status of policy analysis in political decision-making; the strength of societal and political coalitions supporting policy innovations advanced by experts; and the organisational capacities of public agencies to translate ideas into effective policies.

In the face of ambiguity, conflict and uncertainty, political actors try to impose order upon and give meaning to changes in their policy environments with the help of ‘think tanks’ and policy analysis organisations. Such organisations function as filters; they gather, select and assemble data, which is transformed into information and arguments for or against policy change. Policy diagnosis is a cumulative process of knowledge production, involving ex post analysis of past experience, of why and how certain policies have failed, and of ex ante assessment of possible future developments. Usually, the multi-faceted causes of pressing problems make it extremely difficult even for experts to identify the real source of risks and social problems. In order to facilitate intelligent policy learning, policy analysis needs to be valid and reliable (March and Olsen, 1995). A valid account is one that correctly captures what happened and why it happened. A reliable account is one that is shared among policy-makers. Unnecessary to say that there is often tension between a valid policy analysis, with its emphasis on precision and clear objectives, and a reliable policy analysis, with its emphasis on shared understanding and consensus in the face of political opposition. 

Failures often provide strong incentives to start investigations and appoint expert committees of policy evaluation. In the context of debate and research, these evaluations sometimes break new grounds for new ideas and policy reorientation. The reports of the Wagner committee in the Netherlands in the early 1980s (Visser and Hemerijck, 1997: 99-100) and the ‘Strategy for Recovery’ report of Irish National Economic and Social Council (Mjøset, 1992: 383) prepared the mindset for the radical reorientation of industrial relations and wage bargaining in both countries. In view of the long gestation period of reforms, sharing trustworthy information among the different interest groups with a stake in the formation or implementation of policies is vital (O’Donnell, 1999; NESF, 1997; Visser, 1998). Platforms, like the Foundation of Labour or the Social-Economic Council in the Netherlands and the NESC or NESF in Ireland, force representatives of various interest groups to what Streeck has called ‘the joint observation of unpleasant facts’. How information is channelled to these platforms before it becomes the basis for advice or agreement is important as well. In the Dutch case, for instance, the Central Planning Bureau (CPB) has been a nearly uncontested source of economic information. To the extent that disagreement over facts and values is attenuated this constellation provide a fertile ground for incremental learning (Olsen and Peters, 1996). 

Joint councils with stable and uncontested membership tend to stabilise mutual expectations and foster long-term trust (Schmitter, 1983). They also allow participants to solve the ‘negotiator’s dilemma’ and separate deliberation over the solution of problems from bickering over the distributive consequences of the chosen solution (Scharpf, 1997).  The flipside is that joint policy learning is associated with conservative trials, favouring reliable rather than valid policy analysis. A fragmented landscape of many competing think tanks and policy analysts is probably more open to experiment (Campbell, 1977). Brunsson (1989) plausibly argues that a variety of agencies providing competing accounts may simultaneously improve analytical sophistication and hinder smooth implementation of the proposed reforms. 

3.3 Powering 

Policy reform, however much dependent on effective diagnosis and ‘the play of ideas’, is ultimately ‘the contest for power’. A political reorientation requires political advocacy, and political advocacy undermines judicious consideration of experience. Interpretations of crisis and demands for reform are constructed politically. Ultimately, correct or valid understanding must yield to sufficiently shared or reliable understanding. 

Policy-makers hardly ever adopt in toto the reform packages prescribed by academic economists, review panels or international organisations. Rather, they adopt the elements that agree with party programs, public opinion or personal preference. Moreover, ‘better’ goal-attainment, ‘success’ and ‘failure’ mean different things to different actors. Even in the face of common challenges, different ruling coalitions may not share the same diagnosis of problems and they normally do not have the same objectives. The radical reforms of the Thatcher governments in the UK were based on the belief that the post-war welfare state had created a vast array of rigidities in the economy, which impeded adjustment to international markets, blocked technological change, undermined the spirit of entrepreneurship, and consequently hampered economic growth and employment. From this kind of diagnosis, the obvious recipe was to retrench the welfare state or even—where the idea was that the welfare state itself constituted the heart of the problem—dismantle the welfare state. The winner-takes-all character of the Westminster model of democracy allowed Mrs. Thatcher to avail herself of broad political support and strong administrative capacities to pursue her comprehensive reform package. By contrast, the Swedish curtailments in social policy in the 1990s were legitimated in terms of the need to develop a new policy mix which would help to respond more effectively to the new rules of global competition and take into account the new realities of labour markets, family patterns and demographic ageing, while retaining a universal conception of social citizenship. Of key importance, in terms of powering, is to orchestrate a consensus among key actors over ‘what to do’ and adopt policies that fall within their ‘zone of acceptance’ (Simon, 1945), can be legitimated within prevailing normative orientations and channelled through existing political institutions. 

Reforms are the result of temporary political disequilibria rather than the outcome of intelligent policy analysis per se. The two need not go together. From the analysis of Elmeskov, Martins and Scarpetta (1998) we recall that major reforms are usually preceded by a major change in government. Such changes allow certain political actors to impose their diagnosis of past failure and their solutions. One-party governments operating in highly adversarial situations often display a negative attitude to contrasting evidence and a tendency towards ‘groupthink’ (Olsen and Peters, 1996: 24). Such conservative tendencies may be reinforced through long cabinet tenure. Although facilitating long-term investments in institutional reform, long tenure tends ‘to weaken the motivation to call attention to failures and thereby impede learning’ (idem, 15). We recall that power is ‘the ability to afford not to learn’, based on ‘the ability to talk instead of listen’ (Deutsch, 1963: 111).

3.4 Windows of opportunity

Policy developments tend to be characterized by long periods of stability, with incremental change, and brief periods of ‘episodic’ change when both the means and ends of policies are contested. Dramatic external changes or policy mistakes create ‘windows of opportunity’  (Kingdon, 1984) and permit political entrepreneurs to bring together the problems, solutions, decision-makers and decision opportunities that, according to the ‘garbage can’ model of organisational choice, flow in independent streams (Cohen, March and Olsen, 1972). In many countries the recession of the late 1970s or early 1980s served as a trigger, discrediting left-of-centre policies and providing new conservative governments with major opportunities to impose fiscal consolidation, privatisation, and welfare retrenchment. 

Policy mistakes are not necessarily a waste of time, on condition that, in a democratic society, their existence and source cannot be hidden (where disinformation is systematic, as in the former Soviet Union, small crises cannot but accumulate into a catastrophe, collapse or revolution). Policy failures can become the rallying point for the opposition and create support for uprooting policy routines. The cathartic experience of the ‘Dutch disease’ in the 1970s illustrates how policy mistakes can generate positive learning effects. After a long period of policy immobilism and soul searching, the use of expert review committees, a change of government and a path-breaking central agreement between trade unions and employers, produced a chain of policy reversals, which, together with some fortune, led to a remarkable recovery of the Dutch economy. Reforms in Italy in the early 1990s were fostered by the EMU challenge and an extraordinary political crisis (tangentopolis). The entry criteria based on the non-negotiable convergence criteria of Maastricht strengthened the hand of the Finance Ministry and its technocrats (Dyson and Featherstone, 1996). The political insight of technocrat Prime Ministers like Amato (1992) and Ciampi (1993) to involve the trade unions, themselves untainted by political scandal, as if to stand in for the parties, was also crucial (Ferrera and Gualmini 1999). It illustrates that crises work through ‘windows of opportunities’ (Kingdon 1984) that may be grasped and used by people in leading positions. The ideological turnaround in Britain fostered by Mrs. Thatcher originated in the problem of the economy’s mismanagement under the previous Labour government rather than in the appeal of neo-liberalism per se. The so-called ‘Winter of Discontent’ (1978-79) almost completely destroyed the Labour Party’s reputation as a potential government party, but it still needed the power and conviction of an ‘Iron Lady’ to produce such a magnitude of change.

4. Sequencing

The focus of studies of policy learning in comparative political economies has been on single episodes and single policy areas in single countries, like Hall’s analysis of the shift from Keynesianism to monetarist macroeconomic policy in the United Kingdom during the late-1970s (Hall, 1992, 1993). Few attempts have been made to explain larger chains of sequences of interconnected policy changes across different areas of social and economic regulation in a number of countries over a longer period. Policy reforms in one domain tend to create the conditions and demands for changes in other domains. Policy shifts in one domain often generate lateral spill-over effects through new problems and negative or positive feedbacks, setting in motion a chain of sequentially related but often unforeseen as well as unintended effects in other policy domains (Hemerijck and Schludi, 2000).

Policy reforms in the welfare state happen in sequences rather than simultaneously. Firstly, reform and learning capacities are likely to differ across policy domains. Secondly, exogenous shocks, like the oil crises in the 1970s, the debt crisis of the 1980s, the monetary turbulence in the 1990s, the recent diesel crisis or the beef scare, always affect some policy domains more than others. Thirdly, the relative success or failure of the first responses in the most affected domains determine, at least in part, the room of manoeuvre and the urgency of action in other domains. Fourth, in the case of stalemates and failure, and with the unfolding of new problems, the burden of adjustment is typically shifted onto adjacent policy domains. 

4.1 Interdependence and the institutionalisation of patience

Interdependencies between policy domains introduce a number of ecological complications into the dynamic of reform. In an ideal-typical fashion, Thompson (1967) distinguishes between three types: pooled, sequential, and reciprocal interdependence, each with different management or coordination requirements (see also Scharpf, 1997). Pooled interdependence exists when several units depend upon a common pool of resources. This merely requires common rules that, once in place, must be followed by each unit. Sequential interdependence describes a condition in which the output of one unit becomes the input of another. This requires planning, but as with the common rules, once the plan or hierarchy of sequencing is established, the need for direct interaction is reduced. Reciprocal interdependence describes a condition in which the simultaneous adjustment of choices across units is required. This cannot be done without some sort of interaction among agents.

Reforms affecting different domains of the welfare states are conditioned by all three interdependencies. Hence, they require provisions for direct and indirect interaction among actors and units from highly differentiated policy domains. This is usually asking too much. An encompassing policy system like the welfare state is therefore not likely to reform simultaneously or presciently across different policy domains. Instead we should expect a less integrated, sequential pattern. As policy-makers tend to have short attention spans, they focus on politically salient problems. In the event of an external shock, they address one set of problems, with solutions that are available at the time and within the most immediately affected domain. If that solution fails or brings insufficient relief, the burden of adjustment is shifted to other domains. Moreover, successful reforms in one domain may require policy adjustments in other domains for which there is no support yet. We should therefore expect significant time lags in the sequence of reform across policy domains, despite obvious spillover effects and functional interdependency. Given these time-inconsistencies and the possibility of blockage of reforms, economists often advocate a radical ‘shock therapy’, for instance in the case of reform of social and industrial policy in ‘transition economies’ (Martinelli and Tomassi, 1997). Others have criticised the political naiveté of the Big Bang approach of the World Bank (1991a) and have recommended a gradualist approach instead (Wei, 1997). 

Under conditions of policy interdependence, patience may be an asset. Olsen and Peters (1996), in their review of public sector management reforms, and Elmeskov, Martin and Scarpetta (1998), in their analysis of labour market reforms in eight OECD countries, observe that it usually takes a long time for radical shifts in policy orientation to bear fruits. Negotiating change in adjacent policy fields, following a major policy reorientation, is often slow. A change in exchange rates, for instance, affects competitiveness and may require a readjustment of existing wage policy. But wage setting is usually not under control of the government but subject to negotiations between trade unions and employers. Even where a policy domain is under full control of governments, coalitions need time to negotiate a compromise and gain legislative approval. More time for negotiation and instruction elapses before implementation can begin. Where rates of political turnover are high, political actors and policy-makers may therefore be disinclined to commence major reforms. Consequently, they will be denied the experience of ‘deep’ or ‘higher order’ learning. In their case, modest learning associated with incremental change. 

In addition to (expected) government tenure, patterns of reform and learning may differ on account of the nature of political competition. In presidential and Westminster systems with their strong institutionalisation of government and opposition, in contrast to the consensual and deliberate policies found in coalitional systems (Lijphart, 1984), outgoing parties will be ambivalent about advising the new government and incoming governments will be reluctant to take advice from their ideological contenders. The danger of losing lessons of experience beyond the tenure of government is smaller under coalition governments. The lessons of the past are best retained where non-state actors, attributed with a public status, partake in policy-making, but this may be a mixed blessing since it tends to come with a bias against speedy decision and experiment. 

4.2 Loose or tight coupling

The magnitude of spillover effects across different policy domains increases with the intensity of the interdependencies between macroeconomic policy, wage setting, competition policy, taxation, social security and labour market regulation. In some welfare states these interdependencies are the product of design. For instance, elaborate systems of wage indexation tie wage setting via social security to taxation, public financing and competition policy (Hemerijck, Unger and Visser, 2000). By the same token, the revenue basis of payroll-financed welfare states is critically dependent on the level of employment (Esping-Andersen 1999). The crucial issue in the case of strong interdependencies between different policy areas is how interdependencies are politically managed. 

We can distinguish between ‘loosely’ and ‘tightly coupled’ welfare states (Ebbinghaus and Manow, 1998; Freeman, 1995). Loosely coupled welfare states allow a high degree of mutual indifference in decision-making. Organizational links between different domains are absent or weak. Patterns of interest representation in loosely coupled welfare states follow a pluralist logic of sector-specific issue networks. Under this condition of policy fragmentation, independent actor-networks manage the various areas of the welfare state. By contrast, tightly coupled welfare states are characterised by high degrees of substantive and organisational interdependence between policy domains that enable, and require, policy-makers to coordinate decision-making above the level of singe domains. Although tightly coupled welfare states are, in theory (Tinbergen, 1954), best managed under the control of a single (state) actor, policies are usually co-owned with oligopolistic corporatist networks, sometimes overlapping various domains (Lehmbruch and Schmitter, 1982). Effective responses to new problems will only be adopted and implemented in agreement with a small number of well-organized non-state actors.

Welfare states vary in the degree of policy interdependencies among policy domains and the extent to which such interdependencies are politically managed. There need not be a correlation between the two. Policy-makers may be overwhelmed by problems and seriously constrained in their capacity to ‘power’ by prevailing political institutions and commitments to standing programs. 

The comparative analysis of reform lends support to the hypothesis that majoritarian Westminster political systems return politicians with clear mandates for adopting radical and comprehensive reform initiatives, while more consensual democracies and federalist systems are biased towards incremental, disjointed and negotiated patterns of change (Olsen and Peters, eds., 1996; Scharpf and Schmidt eds., 2000b). Institutions matter at the macro-level of national political systems and in single policy domains. There is considerable cross-sectoral variation in policy content, methods of provision, and modes of governance across different welfare states. For example, in Sweden fiscal and monetary policy falls within the jurisdiction of the central government. By contrast, in Germany the Central Bank is independent from political control and tax policies are to large degree federalized (Iversen, 1999; Scharpf, 1991). In some countries wage setting is insulated from state intervention, as in Germany with its constitutional requirement of Tarifautonomie. In other countries there is recurrent practice of state intervention in industrial relations, as in Belgium and France (Van Ruysseveldt and Visser, 1996). Similar variations apply in the area of social security. In Bismarckian continental regimes, there is a tradition of associational self-regulation by the social partners as a corollary of payroll financing. In liberal and social democratic regimes, the size of the state varies but its actions are less constrained by semi-public interest groups (Esping-Andersen, 1990). 

In domains where policy-making authority is shared between state and non-state actors, reform requires the consent of organised interests. The actors in these shared governance structures often pursue contradictory goals, based on different institutional interests, cognitive perceptions and normative orientations. Moreover, for each functionally and institutionally differentiated policy area, there is likely to be an established community of experts. As was discussed before, the organisation and sharing of information through joint platforms may play an important role in preventing policy stalemate through mutual blockage between actors and negative feedback across policy domains. Under assumptions of bounded rationality, policy-makers in different domains are rarely in a position to view problems and programs comprehensively. Since they operate in domains with different policy legacies and inherited commitments, we cannot assume that they will engage in a coordinated and comprehensive policy of reform even if such rare knowledge is available. 

In an ideal-typical fashion, reform in loosely coupled welfare states follows a pattern of spontaneous spillover. Though not a product of design or based on coordination, reform need not be chaotic however. An uncoordinated reform process may derive its ‘order’ or ‘direction’ from a strong ideological conviction and political commitment, while dealing with unanticipated consequences in an ad hoc fashion through local adaptation. The advantages of loose coupling lie in the mobilization of knowledge and resources to address local problems effectively through the decentralised elaboration and implementation of policy goals (Weick, 1976). It has often been argued that pluralist systems and federal states are ‘natural laboratories’ for policy innovation. By the same token, however, policy fragmentation under these conditions raises the danger of mutually inconsistent unilateral policy choices, insufficient resource mobilisation and the joint decision traps that Scharpf (1988) has described for federal polities. 

Tightly coupled welfare states require negotiated coordination. This may take two forms. First, policy actors can follow a strategy of negative coordination in trying to avoid negative externalities between adjacent policy domains (Mayntz and Scharpf, 1975). Effective reform in tightly coupled welfare states requires positive coordination, based on a common agreement regarding the overarching policy goals (Scharpf, 1997). In an ideal-typical fashion, actors in different domains coordinate their behaviour in such ways that each can cope adequately with domain-specific constraints and contribute to joint problem solving at the macro-level. Effective reform in tightly coupled welfare states is the product of coordinated change and issue linking across different policy domains. If positive coordination can be reached, tightly coupled welfare states are able to pursue effective reform by widening the space for effective policy mixes, going beyond the narrow scope of negative coordination. Although strong interdependencies require overarching institutions of coordination, which help to exchange and keep track of past policy experiences in various domains, this does not guarantee that positive coordination will occur and that policy-makers will make the best use of knowledge and memory. Tightly coupled welfare states always run the risk of institutional self-blockage, thereby foreclosing the possibility of valid analysis and effective policy responses.

5 Contrasting trajectories: Sweden and the Netherlands

In an ideal-typical fashion, we can distinguish between two extremes. In the case of success, when policies meet their targets, additional reforms in other policy domains may be required. In the case of failure, the chosen policy becomes a source of instability, leading to negative spillover effects and, possibly, political conflict. The contrasting experiences of crisis and reform in the tightly coupled welfare states of Sweden and the Netherlands provide illustrations.

The ‘Swedish model’ of the 1960s and 1970s is perhaps the best example of a tightly coupled welfare state by design. It revolved around four interconnected policies: a loose fiscal and monetary policy, geared towards low interest rates; a highly developed welfare state with universal social rights; an active labour market policy pushing workers to new job opportunities and out of unemployment; and a centralised ‘solidarity wage’ policy, in line with egalitarian principles, to speed up structural change by not allowing inefficient firms to stay in the market. The manifold interdependencies among the different policy domains of the Swedish welfare state required positive coordination among the key players in the Swedish model. This was achieved by the hegemony of Social Democracy in Swedish politics; a highly organised and coordinated trade union movement; and ‘Keynesianism’ forming the intellectual basis of Swedish economic policies (Lindbeck, 1997; Lundberg, 1985).

The Dutch social and economic policy profile developed around a different cluster of interrelated features: rather restrictive macro-economic policy priorities; centralised collective bargaining under supervision of the government; conditional employment-related arrangements of social insurance, and passive labour market policies. Macro-economic policy was within the jurisdiction of the state for fiscal matters and taxation; monetary policy fell within the orbit of an independent central bank. Originally, price and wage policies had to be negotiated with state regulators, but increasingly prices and wages became determined by unions, employers’ associations and firms. In agreement with the principles of payroll financing in Bismarckian systems of social security, there was a legacy of associational self-regulation by the social partners (Visser and Hemerijck, 1997).

In the wake of each of the recessions since the mid-1970s, policy-makers in European welfare states entertained different options for changing or maintaining existent policy profiles (Scharpf, 2000). Their choices depended, among others things, on the available room of manoeuvre across policy domains in view of economic internationalisation. In the 1970s, fiscal and monetary policies were still under control of national agencies and governments, and considered vital and legitimate tools for maintaining full employment. Yet, the dramatic fall in aggregate demand in the mid-1970s was addressed by different expansive responses in Sweden and the Netherlands. The Swedes expanded public sector employment and effective demand, keeping a high level of welfare spending. By contrast, the Dutch did not increase public employment but expanded the welfare state, making social security more generous by extending coverage, increasing benefit levels, and indexation of benefits to wages. Under pressure of an appreciating currency, this response eroded the competitiveness of Dutch export-oriented industry, as Dutch trade unions were unable to support the government’s expansive budget policy with wage moderation. Without wage restraint, the automatic linking of minimum wages, social benefits and public sector salaries to price-indexed private sector wages led to spiralling social security and public sector expenditure. The combination of a hard currency policy, the main plank in the central bank’s policy against inflation, with wage rises outpacing productivity growth, combined with windfall profits from natural gas used for financing extra expenditure, culminated in the infamous ‘Dutch disease’. Declining profitability, weak private investment, capital flight, declining private sector employment, soaring unemployment, and rising budget deficits resulted. 

In 1982 a series of policy turnarounds began, beginning with monetary and fiscal stabilisation, and wage moderation, with small curtailments in social security provisions and public sector wages, later followed by an overhaul of the major programs (disability, sickness leave, unemployment relief and insurance, social assistance), a new approach to public sector wage setting and labour market policy in an attempt to break with the passive (‘income replacement’) policy legacy (Visser and Hemerijck, 1997). These reforms, intended to break the vicious circle of ‘welfare without work’, took a long time to show results (e.g. higher employment/population ratio’s, lower unemployment, lower debt/output ratio, fiscal consolidation, etc.) and did not follow a pre-planned trajectory. Instead, reforms in one domain caused a pressure for reform in other domains through spillover effects (for instance, wage moderation needed to be sweetened by tax concessions, themselves made possible thanks to healthier public finances and a wider tax basis, possible through a deliberate tax reform and more job growth thanks to wage moderation). Most adjustments were made opportunistically, on an ad-hoc basis, determined by local crises in particular policy domains. This is consistent with the policy learning argument that reform sequences are better understood ex post than ex ante. 

The fact that Dutch governments are based on coalitions and that all the major parties, Left, Centre and Right, have been in and out government during the two decades since 1982 has helped to sustain an incremental but relatively one-directional reform process towards a more business and employment friendly welfare state with continuous high levels of social protection. Moreover, the involvement of unions and employers’ associations, through their joint platforms, has allowed issue linking across policy domains. Finally, we want to reiterate that ‘the Dutch miracle’ began with a big initial policy failure. Having failed to adequately respond to the first oil price shock, the Netherlands experienced a far more severe recession in the wake of the second oil crisis than most OECD-countries (OECD, 1985). From this followed a very high (broad) unemployment, near 25 per cent (including disability) in the 1980s, with strong hysteresis effects and high social costs.

Our assessment of the Swedish case differs exactly because of this last point. At no time did Sweden find itself in such deep trouble with regard to (long-term) unemployment, job decline, and imbalances in social security and public budgets. On the other hand, the Swedish experience of the 1990s showed, like the earlier Dutch experience, that a collision between non-accommodating monetary policy and inflation, based on wages and fiscal expansion, is bound to create a dramatic increase in unemployment. Initially, Sweden had proved more successful in weathering the international shocks of the 1970s and 1980s. Consequently, the need for a true reorientation of policy did not really press itself upon Swedish society until much later. Fiscal stimulation had been remarkably successful in maintaining full employment. ‘In the 1980s Sweden provided a good example of the virtues of preventing high unemployment from arising’ (Calmfors, 1993: 58). The 16 percent currency devaluation in 1982 helped to restore competitiveness, while wage increases could be held within tolerable limits. But in later years, wage bargainers were unable to deliver wage restraint in a tight labour market. Capital market deregulation in 1989, while encouraging the overheating of the Swedish economy, dealt the final blow. The preferred policy-mix of macroeconomic stabilisation—a soft currency; fiscal expansion; full employment; containment of wage pressures through central bargaining—became undone. Asset prices fell, demand plummeted, unemployment soared and the budget went into a large deficit. The hike in interest rates, in order to defend a currency suffering from low international credibility, necessitated structural adjustment in the areas of labour market, social and wage policy. Since economic downturns had always been met by fiscal and monetary accommodation, not by labour market and social policy reform, Swedish policy-makers now faced a new problem. Questioning the effectiveness and costs of their active labour market policy and of central wage bargaining, they went on to consider how the responsiveness of wages, and of the wage bargaining system, to international shocks might be improved (Calmfors, 1995; Forslund, 1995). The massive unemployment crisis undermined public support for the centre-right coalition that had gained office in 1991. Four years later the disruption of public finances, together with the pledge to defend the core values of the universal Swedish welfare state, allowed the Social Democrats to regain office and credibly appeal to the people’ readiness to make sacrifices. Recently, Sweden’s employment performance has improved; the unemployment rate fell to 5.3 in 2000. After a relatively brief but painful interruption, Sweden appears to have found a new equilibrium combining macroeconomic stability, high levels of employment with a still very generous welfare state. 

In conclusion, we want to emphasise that the corridor of feasible and effective policies, and the relative weight of single policy domains, changed over time. In the 1990s the room of manoeuvre for macroeconomic policy became narrower. This means that small errors have larger consequences and, hence, that the choice of objectives and instruments matters more. The hands of monetary authorities became tied, sooner and stronger in the Netherlands than in Sweden. Fiscal policies became weighed down as their interaction with labour market supply and competition became better understood. The choice of the right wage policies mattered more. European integration together with ideas conceived and diffused by international organizations like the OECD gained prominence in the politics of labour market reform in the 1990s. This brings us to the causes and mechanisms of learning from others.

6. Searching for role models

‘Sweden shows the way’—under this title a Fabian Society pamphlet invited British unionists to revise their antiquated, uncoordinated wage bargaining practices (Cooper, 1963). At that time and later, many European policy-makers went to Stockholm to marvel the wonders of the Swedish welfare state. One of the earliest initiatives of the OECD was to review its Member States’ manpower policies, beginning with, and modelled after, Sweden’s active approach (OECD, 1963; 1964). 

Indeed, why reinvent the wheel? Trough mimicking, borrowing or copying of ‘best practice’ policy-makers may avoid some of the costs of pure trial and error learning, for instance costs associated with the number of trials needed to improve fit, risks of catastrophic error, and loss of time to reach more effective novel solutions (Romanelli, 1999). Mimicking may extend the repertoire of potentially effective variations, that is, trials that actors might not have discovered through examination of their own experience or history. It thus expands the range of options that, under assumptions of incremental decision-making and bounded rationality, are usually restricted to minor modifications of current policies (Berry and Berry, 1999; Walker, 1969). Potential novel solutions to problems can be identified intelligently through both the observation of other solutions and rational analysis of the effectiveness of these solutions. Before considering the potential of mimicking as a source, or substitute, for learning, we consider some different logics of mimicking.

6.1 Varieties of mimicking

Mimicking encompasses a range of related phenomena. In his study of diffusion patterns across states in the US federal system, Walker (1969) emphasized competitive pressures. By adopting innovative solutions or early adherence to emerging federal standards, states tried to gain advantages or avoid becoming disadvantaged. In addition, if policies are highly visible, policy-makers experience pressures from their citizens or from interest groups to adopt policies initiated abroad and associated with success. Stone (1999: 52) distinguishes between voluntary policy transfers, when policy-makers adopt inspiring innovations tried elsewhere in the expectation that this will bring success, and coercive policy transfers imposed by foreign actors or powerful international organizations. In contrast to both types, she categorises convergence as a form of policy transfer due to structural forces. Consistent with our actor-centred methodology, we will not deal with structurally induced convergence, but concentrate on the transfer of ideas, institutions, practices or targets through mimicking or ‘lesson drawing’ (Rose 1993) based on examples, benchmarks or prescriptions.

Mimicking can follow different logics (Miner and Haunchild, 1995). One such logic is trait imitation, in which size, prestige or some other desirable characteristic makes the imitated policy or institution the model for adoption. ‘The prestige of the system of administration of one country may induce imitation, more or less conscious, in others. France was long a model in this way; and we may cite in evidence Frederic the Great’s introduction of French revenue officers and his appointment of a Frenchman as head of the Prussian customs and excise’ (Barker, 1944: 2). Standard diffusion theory is replete with examples of opinion leadership based on prestige (Rogers, 1962). The spread of state government practices across the U.S. has been explained along this line, with smaller states taking over the practice of the larger and more prestigious states (Walker, 1971). 

Frequency imitation is based on the observation of what everybody else does. Examples of such bandwagon effects are the adoption of matrix management in hospitals or the selection of investment bankers, apparently unrelated to superior outcomes. This is the most ideological and trendy form of mimicry. A general movement of opinion can become the basis for imitation, as was the case with the Aufklärung in the 18th century, ‘with its creed of superior benevolence and its utilitarian levelling rationalism’, becoming ‘the common inspiration of many rulers (…) who sought to obey philosophy by becoming philosopher-kings, and to rationalize administration into the general uniformity of a clock-work providence’ (Barker, 1944: 2). It is tempting to see the diffusion of privatisation as the solution to efficiency problems in public services as a form of bandwagonry (Ikenberry, 1990). Trend imitation may hide a rather shallow practice of policy transfer, paying lip service by presenting old wine in new bottles. A seemingly similar trend towards a new practice, like New Public Management, may hide quite different practices in different countries and contexts (Pollitt and Bouckaert, 2000).

Benchmarking involves a more engaging practice of search and comparison. In this case the adopter is able to identify policies or practices that yield supposedly superior outcomes. In its original version ‘benchmarking’ was part of the total quality management (TQM) or ‘Kaizen’ movement (Imai, 1986). As an analytical management tool benchmarking in Japanese firms was explicitly restrained to the analysis of very specific processes in organisation—such as warehousing, order-taking, customer response systems—where very detailed and analytically specific relationships between features of a particular routine and its performance could be observed and evaluated in a an almost clinical way. Assuming similar requirements in the adopting organization, the routine was to be copied in the well-founded expectation that the same positive results would obtain. The concept of benchmarking has since been stretched to mean identification and imitation of any successful or ‘best practice’ or, simply, ‘management by objectives’. Various lists of ‘best practice’, often based on different ideological preferences, have circulated in recent years, and produced rankings of countries on the basis of their ability to produce desirable outcomes (see Auer, 1999). A few examples among many are the annual World Competitiveness Report of the Institute of Management Development in Lausanne (since 1987, ranking 46 countries using 256 mainly economic performance criteria), the Human Development Index of the United Nations (since 1990, covering in principle all UN members in three broad areas of human development: longevity, knowledge and standards of living), and the International Employment Ranking by the Benchmarking Group of the Bertelsmann Foundation (biennial, since 1994), based on seven indicators, including labour relations and public expenditure, but not, for instance, social dialogue, equal opportunity or social quality. 

6.2 The war of the models

The adoption of a role model can be a short cut to finding solutions for problems. Such models may encompass entire countries, as in the Swedish model, the Irish tiger or the Kiwi model), regions or ideologies (as in Rhineland model or Anglo-Saxonism). Behind today’s ‘war of the models’ lies a reality of capitalist variety: the policy performance of advanced capitalist economies is rather different, reflecting noticeably different institutions, values and choices (Freeman, 1998). It is often observed that countries, qua models of policy-making, cannot be exported, since they reflect different histories, values and cultures. In the 1960s, British trade unionists, returning from Sweden, retorted that the ‘Swedish Model’ would never work with ‘our blokes over here’ (cited in Shonfield, 1965: 199). 

Countries cannot be exported, but that is not what the war of the models is about. Rather, we should see it as kind of international policy experimentation, engaging values, beliefs, institutions and instruments. As is characteristic for ‘models’, this experimentation is typically based on limited, highly stylised, and sometimes ideologically distorted information (Jacoby, 1999). Opposing desires and fears have been projected on the American, New Zealand or Swedish model. These differences in perception and appreciation become the basis for political struggles over values and preferences. Jacoby rightly observes that the ideological pluses and minuses of foreign models are usually better known than the practical problems and solutions they embody. These ideological aspects enter the political discourse long before any real attempt to copy the associated policies. In short, foreign role models inspire and legitimate new directions, and thus encourage learning, but they rarely anticipate the institutional infrastructure and political conflicts associated with the proposed policy transfer. It is of course also much easier to copy ideas and policy paradigms then to transfer the underlying power relations and institutional arrangements. 
‘Although the Dutch experience of the past fifteen years harbours a positive sum solution to the problem of the modernisation of the welfare state, it does not add up to a model that can serve as a policy example for others to follow, like the Swedish model notoriously did for academics, journalists and policy-makers in the 1970s. There has not at any point of time been a grand design, master plan or major political exchange from which subsequent policies have followed’ (Visser and Hemerijck 1997: 184). The Dutch model does not exist, but should it nonetheless be followed? When in the course of 1996 journalists visited the country that would host the next EU Intergovernmental Conference (Amsterdam, June 1997), the good news about the Dutch economy became so overwhelming against the background of high unemployment in the rest of Europe, that politicians ‘could not resist the opportunity to mix revision of falsified old views and rationalisation of fashionable new ones’ (De Beus, 1999: 32). They proudly adopted the invention of a French newspaper and self-confidently talked about their ‘polder model’. As monuments of collective action, based on the endeavours of communities struggling against the overwhelming power of the sea, a polder epitomises the victory of cooperation against adversity and conflict. International discussions now attributed the success to the remarkable Dutch ability to social dialogue and concertation. As a seemingly cheap but highly desirable characteristic, and in sharp contrast to approaches that had tried to sideline the unions (e.g., Berlusconi’s failed pension reform in Italy in 1994, or the failed Juppé reforms in France in 1995), social dialogue became the basis for trait imitation in European welfare state reform.    

7 Benchmarking strategies

True benchmarking requires (a) collection of data on outcomes and policies that lead to them; (b) assessment of the outcomes and study of how policies leading to these outcomes actually work; and (c) some determination about whether the institutional environment surrounding the policy is similar to that of the observing organization or system (Romanelli, 1999). Not all benchmarking policies are that much contextualised. In the management literature, as in policy science, one often finds a normative type of benchmarking, in which one type of ‘excellence’ (Peters and Waterman, 1982) or an idealised economy (e.g., the US labour market as the ‘textbook’ case of a labour market unencumbered by labour unions) is advertised as the example to be followed. A decontextualised form of benchmarking, which ignores the local conditions under which policies must be implemented, may first and foremost serve the purpose to maintain a near coercive pressure to reform. The following quotation from a World Bank report (1991b: 38) is characteristic: ‘the problem is not that one does not know what to recommend; on the contrary, the goals and instruments are clear. But governments continue to have difficulties implementing PSM (public sector management) reform. The quandary is that socio-political and bureaucratic obstacles in each country impede or block implementation of good practice’. In this version, the main problem of policy reform is not learning of new solutions, but the inability of the locals to accept the inevitable. 

7.1. The OECD Jobs Strategy

It should not come as a surprise that international organizations like the OECD or World Bank, operating at a distance from domestic politics, are tempted to advocate reform on the basis of a decontextualised benchmarking strategy. We take the OECD Jobs Strategy (OECD, 1994a; 1994b; Elmesjov, 1998) as illustration. Instigated by its Secretary-General, Jean-Claude Paye, who had become nervous about Europe’s capacity to keep up with a changing world economy, the OECD gained a mandate to employ the best available knowledge about the functioning of labour markets as a means to offer prescriptions for policy change. A list of ten recommendations was issued, varying from wage flexibility, lower unemployment benefits and minimum wages, to improved skills, enhanced active labour market policies and product market competition. The organisation’s Economic and Development Review Committee was mandated by the Ministers to examine the implementation of these recommendations in member countries (published in the OECD Country Surveys). 

The Jobs Study paid lip-service to the wage setting model of Calmfors-Driffill (1988), which implied that non-inflationary wage setting through decentralised (firm-level) wage bargaining might be as effective as centralised wage bargaining and bargaining based on corporatist settlements. For reasons of practicability, however, the OECD more or less dismissed the centralised or corporatist option, because its precondition of high levels of centralization or coordination among producer groups was believed to be too specific to be generalised and no longer attainable in a decentralising and rapidly transforming international economy. As Crouch (2000) has argued, there was a real possibility that countries, following the recommendations of the Jobs Study, would move from a formerly effective corporatist institutional arrangement to a sub-optimal one, since a complete deregulation of labour market institutions, as had happened in New Zealand or in the United Kingdom, would turn out impossible for electoral reasons or given union resistance. 

Crouch’s point is well taken. The problem with the decontextualised benchmarking approach of the OECD Jobs Study is that it is rather unhelpful for policy-makers to be asked to follow a policy prescription available from contemporary economic science with its dogmatic insistence on the need to achieve perfectly free labour markets. This can be traced back to the failure of OECD analysts to understand the domestic context in which the reforms are to be implemented. We are therefore not surprised to read that a ‘key reason cited for slow and sporadic implementation of the OECD Jobs Strategy is the perception that undertaking reform involves conflict with policy objectives concerning equity and social cohesion’ (Elmeskov, 1998, italics added). Most western European economies with strong trade unions capable of resisting neo-liberal reform strategies thus spent most of the 1980s somewhere near the trough of the Calmfors and Driffill curve (Crouch, 2000). In the 1990s, however, many of these economies embarked on the more institutionally feasible strategy of crafting social pacts, as previously discussed. These pacts not only involved improved coordination within and between producer groups (unions and employers), but also allowed for various issue-linkage between industrial relations, social policy and labour market regulation, including various side payments. 

7.2. The European Employment Strategy

The ‘open method of coordination’, adopted by the European Union during the Lisbon Summit in the Spring of 2000, is a contextualised method of benchmarking, allowing for intensive consultation to set and modify standards, with targets that are wholly or partially negotiable, and ample feedback on implementation, involving state and non-state actors at various (European, national, and regional) levels (Mosher, 2000). In the procedure of open coordination, domestic policy-makers, civil servants, the European commission, and other interested parties, are involved in the setting of benchmarks, which are most often the product of compromises with a keener interest in the reliability (shared understanding) than in the validity (truth) of policy recommendations. 

The European Employment Strategy is a good example (Goetschy, 1999; Kenner, 1999; Schmid and Roth, 2000). Even before the new Employment Title in the Treaty of Amsterdam was ratified (in 1999), the Council adopted during a special Employment Summit in Luxembourg in November 1997 a set of 19 employment guidelines, grouped under the headings of employability, entrepreneurship, adaptability and equal opportunity. These catchwords are significant as they infuse the notions of equality, participation and employment with entrepreneurial values of readiness to change and competitiveness (Visser, 2000). In 1998 the EES was formalised into a new policy routine. Member States are required to report on the implementation of the guidelines to the Commission and the Council in annual National Action Plans. Governments are expected to involve trade union and employer organizations in the elaboration and implementation of these NAPs. On the basis of the annual evaluation, after advice from the Commission, the Council can issue a recommendation that a Member State should revise its policy. This decision can be taken by qualified majority vote and hence against the view of a particular country. Such advice, however, does not carry the penalty of sanctions and does not, overall, constrain national law (Pochet, 1999). Its effect is entirely based on public exposure and loss of face in Brussels, and the fact that it is issued by the Council (‘peer pressure’). 

In its first evaluation, the Commission praised the EES as ‘a major political achievement’ and ‘a shared commitment to a more transparent and politically-driven implementation of the commonly agreed employment policy objectives’. The Commission was pleased with the new focus on reforms ‘in order to make work more attractive and jobs worth taking’, in some countries by ‘undertaking an in-depth review of tax and benefit systems to ensure that their impact is employment friendly and conducive to entrepreneurship, job creation, and active participation in working life’. In 1999, following the second evaluation exercise of the NAPs, the Council took a more critical stance and identified eight areas where national implementation remained insufficient: youth unemployment; preventing long term unemployment; tax and unemployment benefit reforms; job creation in services sector; modernization of work organisation; making taxes more employment friendly; the fight against gender inequalities; and improving indicators and statistical tools (see: Mosley and Maier, 1999). 

The EES can be labelled as a coordinating instrument that, based on ‘soft law’, tries to address the complexity of social and economic governance, involving different levels and different state and non-state actors, in a rather eclectic way. Rather than a move toward centralization or harmonization, we observe a recombination of supranational constraints and incentives, and multilateral pressures, increasing the awareness of national actors and institutions of their European context, but leaving them free to act and operate within still national, and hence varying, political conditions. The strength of the EES is related to the fact that it is an iterative process, which provides an opportunity to tackle employment issues in a medium-term perspective. Relying on an elaborate, if not to say fuzzy and cumbersome, method of negotiated guidelines, targets, deadlines and evaluation procedures, the strategy allows for pragmatism in dealing with national contingencies. Of special importance is that the EES, as an open method of coordination, offers the possibility of acting in policy areas where full harmonization is blocked. Moreover, compared to strategies of mutual recognition and its inherent dangers of regulatory competition, the employments strategy is likely to facilitate learning while also allowing for policy coordination, with member states moving at different speeds in the same direction (Mosher, 2000). Through institutionalised peer pressure and central guidelines, learning from the experience of ‘the race to EMU membership’, the willingness of national governments, unions and employers to condone unemployment and inactivity is lowered, and their resolve to engage in painful reform strengthened, short of, or ahead of, failure and crisis. In this sense, it marks a step towards a preventive labour market policy (Klemmer et al., 2000; Larsson, 1998). 

8. Conclusions

In this paper we have tried to elucidate some of the causal mechanisms of trial and error learning in welfare reform. Most contemporary research on welfare policies and reform in Europe is divided into two groups. The majority is engaged in the comparative analysis of domestic policy across different families of European welfare states. A minority studies the role and possible future of EU policy. We are uncomfortable with this academic division of labour, because it masks the interrelated nature of contemporary welfare reform in Europe. A causal glance at the current reform agenda in advanced welfare states reveals the increased importance of the European Union and its institutions, but also of international organisations like the OECD and the ILO. Policy changes at the domestic and the international level should be studied in tandem. 

Bridging the gap between the research communities of comparative social policy and European integration, we have argued, has important theoretical consequences. We believe that the study of welfare reform in the first decade of the 21st century calls for a combination of the study of domestic learning and learning from others. Although few scholars hold that policy adoptions can be explained purely as a function of internal determinants (with no diffusion effects) or of policy diffusion (with no impact of internal factors), most research has hitherto focused on one or the other (Berry and Berry, 1999). The European Employment Strategy is an illustration of a new mode of multi-level governance in which both processes are intertwined in such ways that domestic policy actors learn to respect each others policy problems while becoming inspired by commonly agreed guidelines and ‘best practices’ from abroad as they try to deal with their own problems. We have distinguished this contextualised approach from the recent OECD’s attempt to superimpose mimicking, based on a textbook analysis of ‘best practice, upon domestic policy learning

There are many cognitive, institutional and political impediments to learning from experience and from others. Students of organizational behaviour remind us of the ambiguous nature of policy problems. They view performance failures as important triggers for the search of alternatives. Policy makers tend to reconsider goals, instruments and routines only after repeated failure. Institutional analysis highlights the powerful inertial forces at work in prevailing routines and institutions. Political scientists remind us that policy reforms need power to gain acceptance and that electoral cycles often call for ‘quick fix’ solutions. In this paper we have added the importance of spillover effects across policy domains. Rather that the ‘single event—single domain’ methodologies which characterises much policy research (see: Sabatier, ed. 1999), the analysis of modern welfare states requires explicit recognition of the interdependencies across various policy domains and of the sequential adjustment patterns in which political attention and policy action shift from one area to another through processes of feedback, spillover, mutual stimulation, and mutual blockage. 

Policy learning is mostly driven by the recognition of failure. Weaknesses are not normally analysed, unless under conditions of crisis. The potential of mimicking is that it stimulates learning ahead of failure. The weakness of mimicking is that its lessons, void of experience and often trendy, remain shallow. We agree with Jacoby (2000) that for policy transfers to persist and perform, mimicking must be actively managed and ‘pulled in’ by domestic actors beyond the inner circle of the policy elite of ruling parties and high-ranking officials. Taking mimicking seriously highlights the importance of ascertaining the possible and the willingness to experiment beyond existing routines, i.e., the ability to dream of failure. Comprehensive mimicking is the exception rather than the rule, even within the setting of transnational companies, where the use of ‘hard facts’, quantifiable benchmarks and scenario analysis is routine and agreement over goals and assessment criteria is more common than in politics. Individual sites often conceal their own experiences for fear that disclosing full information will lead them of being exploited by others (Argote, 1999). Problems also arise when political or cultural taboos are infringed and when others have institutional arrangements that are more successful (Klemmer et al., 2000). Advertising best practices from abroad engenders for managers and politicians the risk that it shows their weakness to investors, employees, customers or voters. Policy makers never take the option of imitating the ‘best practices’ of their neighbours, be it a domain or a country, lightly, as it represents the admission of domestic failure to innovate. 

In contrast to academic literature on the ‘varieties of (welfare) capitalism’, mimicking presupposes the malleability of policy programs and the plasticity of institutions. Its practice questions the extent to which national welfare states should be viewed as fixed systems with stable connections between different domains of social and economic regulation. The history of European welfare states shows that programs and institutions are often put together in contingent and idiosynchratic ways. Today, interestingly, hybrid systems, like Denmark and the Netherlands, seem better able to accommodate structural change than the real worlds of Swedish and German welfare capitalism upon which Esping-Andersen (1990) built his theory. A strong reliance on the ‘goodness of fit’ between policy content and institutional structure obscures the diversity within different welfare states and underrates the possibilities of experiment and institutional innovation. Policy change beyond learning and mimicking depends to a large extent on chance conjunctions of persons, issues, and events. Given this element of randomness, methodological problems loom large. It is easier to specify when and why the ideas of policy makers changed than it is to determine the relationship between changes in ‘puzzling’ and ‘powering’ on the one hand, and policy change and performance on the other. For policies and performance may alter or improve for reason other than changes in ideas and power politics. 

Finally, we would like to stress that policy learning, like organisational learning, arises as a product of individual learning and the exchange of experience and knowledge among learners. Some organisations are better at it than others. Similarly, we have argued that some political contexts and institutional frameworks are more conducive to creating incentives that foster learning, storing and sharing valuable experience, and engaging in active management of information and knowledge, both from within and from without. While we have stressed the different assumptions that underlie scientific learning and democratic politics, we sympathise with attempts to design institutions that reconcile the two, as proposed by Dorf and Sabel (2000). Such institutions allow different parties and their constituencies to monitor each other’s behaviour while encouraging them to jointly re-evaluate policy processes and outcomes in the light of these observations and adjust their reciprocal expectations accordingly. We have refrained from designing rules or institutions for ‘best practice’ in policy learning and mimicking. We believe that comparative empirical research on its practice and results has priority. But the articulation of learning and mimicking in the practice and theory of democracy is an important research agenda for the future. 
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