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Abstract

The competition state thesis has for twenty years sought to make sense of the
profound changes in the global economy and explain the impacts of globalisation
on both the nation state and the welfare state. That the thesis is still consistently
cited by scholars stands as testament to the power of its central messages and the
fact that the authors have revisited and revised their work so as to keep pace with
an ever changing world. At a time when governments around the world are
implementing ‘austerity budgets’ to address a series of profound financial crises,
the core arguments made by Cerny and Evans appear extremely pertinent. Gone
they say are the days of the welfare state, created as it was to serve citizens
bound by bonds of solidarity forged in the war. Here to stay are the days of the
competition state, brought into being to serve the global economy in which citizens
exist in a more atomised society, joined to one another by weak bonds of

mutuality.

While the arguments advanced within the competition state thesis ring true and
hold much persuasive power, their focus on only a small collection of nations and
the limited body of systematic empirical evidence with which they are supported
represent an obvious and addressable flaw. This thesis sets out to provide a
rigorous empirical investigation of the competition state and through the use of
quantitative and qualitative methods uncovers much to support the work of Cerny
and Evans. The competition state can indeed be evidenced through the
application of empirical research, but it doesn’t necessarily take the form we might
expect. Indeed it does not merely take one form and maybe, just maybe, offers a

glimmer of hope for the welfare state it is meant to replace.
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Chapter 1: Introduction to the thesis

1.1: Introduction

The Beveridge report was a statement of intent; it was a report on what the
government of the time could and should do (Abel-Smith, 1994:15; Lowe,
1993:125; Thane, 1996:278). In many ways the competition state thesis is similar.
For Cerny and Evans there is a limit to what governments around the world can
do, which is a reflection of a re-evaluation of what governments should do. In fifty
years since Beveridge unveiled his bold plans, not only has the detail been

compromised, the underlying ethos has been fundamentally reversed.

The primary rationale behind the competition state thesis is that globalisation has
acted as a ‘game-changer’, re-writing the rules of civil association and stripping
institutions such as the welfare state of legitimacy and relevance (Cerny and
Evans, 1999:1-3). The game has been changed economically, politically, and
practically with old rationales and mechanisms that supported the industrial
welfare state lost to the rise of a post-Fordist economy within a global economy
(Burrows and Loader, 1994:1; Hudson, 2003:269; Warhurst, 2008:72). For
scholars of social policy the implications of Cerny and Evans’ thesis are both
profound and disconcerting. Their vision of a qualitatively disempowered state that
no longer exists primarily to protect its citizenry is troubling, especially for those
who studies are concerned with the effects of poverty and social exclusion. The
fact that Cerny and Evans’ key contentions make such qualitative sense serves
only as a cause of even more concern. Moreover, their thesis seeks not only to
explain what has happened in (largely American and British) social policy, but also
the limits of what can be done. If their key assertions are correct, they suggest a
rather bleak future for many.

While Cerny and Evans’ competition state thesis rings true given the rhetorical
abandonment of the passive and redistributive welfare state by Thatcher’s
Conservatives and Blair's New Labour, this should not be taken as evidence that
there is indeed no alternative to the competition state. By continually adapting
around the edges of the core thesis, Cerny and Evans have managed to ensure

that the CST remains a source of debate within the political economy literature.



This is despite the fact that they only infrequently refer to systematic empirical
evidence and certainly utilise only a limited amount of data to support their logical
and persuasive arguments. Furthermore, Despite the UK focus, the CST purports
to address a global phenomenon and offer a global ‘diagnosis’. However Cerny
and Evans core focus beyond the UK relates primarily to The US, which Cerny
and Evans seem to model as a natural partner for policy transfer to and from the
UK (Cerny and Evans, 2003:27). It is clear that the persuasive arguments
advanced by Cerny and Evans merit further exploration and their thesis is ripe for

empirical investigation.

Hay criticises Cerny for his apparent unwillingness to explore the alternatives,
though Cerny’s natural defence undoubtedly rests in the fact that he doesn'’t
believe such alternatives exist. The continued presence of the CST in the political
economy literature renders it almost unique and deserves both a degree of respect
and further study. What Cerny and Evans cannot escape is that their thesis is
abundant with hypotheses that can and should be explored. Perhaps the fact that
such exploration could raise difficult questions regarding the CST provides us with
an explanation for why it has yet to be undertaken. Conversely of course, an

interrogation of the CST may find much to support it.

1.2: Purpose and aims of the study

While it should be acknowledged that the competition state thesis is not the only
explanatory account of welfare state change, there are a range of reasons why it is
the focus of this thesis. First, as even a cursory review of google scholar reveals,
this is a body of work that has received significant attention. Second, a rigorous,
systematic investigation of all competing welfare state change theories would
prove unwieldy and in reality impractical. And third, this is a thesis that has
captured the researcher’s imagination. Having been exposed to the work of Cerny
and Evans as an undergraduate, the potential for further study in this arena has
always held appeal. Moreover, while the authors of the competition state have
worked hard to ensure that their thesis has retained its relevance over the last
twenty years, there is still plenty of opportunity to add to the debate.

This thesis seeks to address this crucial gap within the body of scholarship that
has arisen around the competition state. The intention is certainly not to ‘close the
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book’ on the competition state, rather stimulate a critical debate around key
assertions such as the inevitability of welfare restructuring. Quite simply, this
thesis asks what a systematic empirical approach to the competition state tells us.
Does it answer questions? Does it pose new questions? To this end the goals of
this thesis may appear rather modest. However, the addition of empirical evidence
to the existing debate will undoubtedly advance it and perhaps impact on wider
debates within the arena of political economy. To achieve such an impact, this

thesis aims to:

e Collect and analyse the key sources within the wide range of important
publications that pertain to the decline of the welfare state and/or the rise of
the competition state.

e Develop a rationale for collecting empirical evidence and determine what
data is most relevant.

e Operationalise the competition state thesis as a measurable concept.

¢ Use the existing scholarship to inform data collection.

e Analyse data in terms of how it relates to the key contentions of the
competition state.

e llluminate any trends or observations that may inform debate around the
competition state thesis.

¢ |dentify evidence that supports or challenges the competition state thesis as
well as findings that are not easily explained in the context of the

competition state debate.

As mentioned, these aims are in some respects modest. They do not stem from a
judgement about whether the competition state thesis is correct or desirable.
Instead they reflect the identification of an important gap in the existing scholarship

and a curiosity as to what filling it will tell us.

1.3: Approach of the thesis

A mixed methods approach is adopted throughout; at times the thesis relies on
principles of qualitative research and at in places it is largely quantitative. The
thesis utilises both deductive and inductive process within the operationalisation

and analysis stages. Indeed the investigation is perhaps at its strongest and most



nuanced when it blends qualitative and quantitative methods alongside both
inductive and deductive process as part of the fuzzy-set ideal type analysis that is

conducted.

The key methodological process involves operationalising the competition state
thesis as a measurable concept. Here there is a keen commitment to engaging
with the literature to ensure operationalisation is meaningful, truly reflecting the
competition state thesis. As Cerny and Evans insist that the competition state is
the welfare state’s successor, the plethora of welfare state studies that exist
represents an important starting point for this study. Of notable inspiration is
Esping-Andersen’s The Three Worlds of Welfare Capitalism (1990). The task at
hand, to operationalise the competition state, draws heavily on Esping-Andersen’s
work as well as the many responses to and extensions of his study. The
construction of an additive competition state index that is subsequently replicated
over time reflects the continuity between studies of welfare states and this study of
the competition state. This is complemented by the utilisation of a rather separate,
yet similarly comparative methodology, which blends both qualitative and

quantitative approaches to data analysis.

The empirical approach is presented across three empirical chapters with three
separate methodologies explored and the findings thereof presented, analysed,
and discussed individually. The important findings from each chapter are then
synthesised with reference to the existing literature. This serves to break up the

analysis into more reader-friendly chapters akin to academic papers.

1.4: Structure of the thesis

This introduction is followed by a discussion of the birth, expansion, decline, and
perceived death of the welfare state. This sets the context for a debate around
whether such a death has occurred, what caused it, and what if anything has
replaced the welfare state. The focus here is primarily on the UK case, reflecting
the fact the UK provides the backdrop to much of Cerny and Evans’ competition
state work. This literature review closes by acknowledging the relevance of the
competition state thesis, while highlighting the fact that the competition state thesis
lacks a systematic empirical base, having never been subject to any form of
rigorous empirical interrogation. While there is an extensive body of political

4



economy literature that offers alternative models to the competition state thesis, for
the reasons outlined in the previous section, the literature review will be primarily

focused on the perceived emergence of the competition state thesis.

Following the establishment of a rationale for exploring the competition state thesis
a brief methodological chapter introduces readers to the key approaches taken to
operationalise the competition state. The intricate methodological details are not
fully discussed here so as to avoid repetition. The primary purpose of this chapter
is to air methodological debates and outline some of the key features of the three

empirical chapters that follow.

The operationalisation of the competition state thesis is primarily detailed not in the
methodology, but rather within the empirical chapters. In essence there are three
methodologies utilised within this thesis and each one is discussed as part of the
empirical chapter in which they are utilised. In the first chapter much emphasis is
placed upon what features of the competition state thesis can be operationalised
and how they could be operationalised. Here there is an in-depth discussion of the
dimensions of the competition state that are measured, what variables are used to
represent these dimensions, and how data measured in a diverse range of units or

scales can be standardised and thus compared.

In the second empirical chapter the precedents set in the first are followed in terms
of variables and dimensions. The key methodological difference is wrought by the
fact that the purpose of this chapter is to explore whether the observations of the
first chapter hold over time. This requires a minor yet important alteration to the
methodology adopted in the first empirical chapter and this is discussed in detail in
the second chapter. This chapter produces rather voluminous findings and as such

there are many charts and tables to be found.

The final empirical chapter adopts an altogether different methodology from those
that are utilised in the first two empirical chapters. This is partly as a check on the
findings of the first two chapters, to establish whether the conclusions drawn were
truly a reflection of how things are, or rather a reflection of the methodology
adopted. The fuzzy-set ideal type methodology also has the potential to answer
some of the questions that prove difficult to address with an additive index

approach. As fuzzy-set ideal type analysis is a relatively new and innovative
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method within the social sciences, a lengthy discussion of its merits and limitations

is hosted before findings are presented and analysed.

Despite the clear methodological distinctions between the three chapters, they
represent the organic development of the investigation within this thesis and seem
to complement one another both methodologically and in terms of their findings.
This thesis closes by acknowledging the various limitations of each empirical
chapter, but concluding that much of value has been discovered. In terms of the
competition state there is strong evidence of robust, stable differentiated
competition state forms, which both supports the main thrust of Cerny and Evan’s
work as well as challenging some of their key assertions. These challenges must
be addressed going forward as they potentially hold the key for understanding

what governments within the global economy can realistically hope to achieve.

1.5: Contributing to knowledge

This thesis is first and foremost an empirical exploration of an existing thesis.
Saying something new is no easy task. Innovation and originality is achieved
through the adoption of an analytical, empirical, and methodological approach to
the competition state thesis literature. Devising dimensions of the competition
state that are theoretically rooted and feasibly measured is undoubtedly an
ambitious and original endeavour. However, the main achievement of this thesis is
that it advances the competition state debate through its findings. There is indeed
much of merit to the competition state thesis, but no longer can the competition
state be considered as a single entity, found in only one form. Moreover, the
classification of nations into more than three worlds, however much they may be
informed by Esping-Andersen, ensures that this thesis joins a growing body of
literature and empirical evidence that suggests we live in a world more complex

than that described in the ‘Three Worlds of Welfare Capitalism’.



Chapter 2: Literature Review

2.1: The Changing nature of the welfare state

2.1.1: Introduction

There is no real consensus surrounding the nature of the welfare state in the UK,
or anywhere else for that matter. While it has its critics, the model of war-time
birth, golden-age of consensus, and finally, slow death of the welfare state seems
eminent within the current zeitgeist. Understanding a little more about the welfare
state and its development is an important step towards answering questions about
whether the welfare state has indeed died, or at least begun the process of dying.
The purpose of this thesis is ultimately to shed light on one of the many theories of
‘post-welfare’, this chapter will set the context for what exactly is meant by welfare,

while the next will consider the wider implications for the welfare state.
2.1.2: History of the welfare state: welfare before Beveridge

Pinpointing the birth of the welfare state in Britain is a difficult task due to the deep
roots of British social welfare. Many point to the 1940s and the creation of the NHS
as being the most significant period in the development of the welfare state
(Fraser, 2003:227; Patriquin, 2007:5; Sullivan, 1996:51; Thane, 1996:279).
However, several commentators point out that some welfare structures, even at
the national level, had been in place well before the Second World War (Fraser,
2003:60; Silburn, 1998:4; Patriquin, 2007:1-7:90; Slack, 1988:169-173).

When considering the development of the welfare state, it is perhaps more useful
to think of the war period (1939-45) and its immediate aftermath as a time when
the welfare state moved from infancy towards its adolescence (its maturation into
adulthood and perceived demise into infirmity will be discussed later). If this period
did represent an adolescence in the development of the welfare state, we can say
that it enjoyed an extremely long infancy (see, Brundage, 2002; Fraser, 2003;
Patriquin, 2007; Schama, 2000; 2001; 2002; Slack, 1988). During this infancy,
state action was limited to infrequent interventions, such as the poor laws of
Elizabethan England (Fraser, 2003:34; Stewart, 1998:16; Patriquin,



2007:90:93:192; Slack, 1988:113:122-131). The genesis of the welfare state, or at
least social welfare in Britain, was characterised by local programmes of relief
aimed at the most unfortunate in society (Fraser, 2003:36; Patriquin, 2007:90-106;
Thane, 1996:278). It was a central feature of welfare provision that the initiative
was often left to local boards, such as the poor law boards and charities (Patriquin,
2007:90-93; Slack, 1988:122-131; Thane, 1996:13:19-26). It is fair to say that
without the hard work of local boards and, charities, and churches, as well as
individual acts of philanthropy, welfare — in essence little more than ‘poor relief’,
would not have existed at all (Fraser, 2003:135-140; Patriquin, 2007:89-98:197;
Thane, 1996:13:19-26)).

While the local, small-scale nature of welfare, plus its reliance on philanthropic
donations continued into the twentieth century (Brundage, 2002:140; Patriquin,
2007:192; Slack, 1988:162-169; Thane, 1996:19), the sixty years that followed the
Second Reform Act (1867) marked a turning point in terms of the delivery of
welfare in the UK (Thane, 1996:14). What the Second Reform Act (1867) did (as
well as the Representation of the People Act(s) (1918) (1928)) was expand the
electorate, bringing suffrage to sections of the working and lower middle classes
for the first time ever (Schama, 2002:144:260; Thane, 1996:14). This endowed a
constituency facing serious social problems with a voice that was now too loud to
be ignored in Westminster (Stewart, 1998:17; Schama, 2002:260; Thane,
1996:14).

The aftermath of 1867 saw the confluence of two factors that were to shape the
development of welfare provision throughout the next century: the rise of partisan
politics in response to the enfranchisement of working men and the subsequent
mobilisation of class as a (party) political issue (Stewart, 1998:17-19; Thane,
1996:14). The second factor of import was the undertaking of the first genuinely
systematic surveys of urban poverty — most notably by Booth (1892) and
Rowntree (1901) (Brundage, 2002:13; Schama, 2002:311:317).

By the second decade of the twentieth century, the Edwardian Liberal welfare
reforms, notably in the arenas of pensions and health insurance, had begun to
“create a symbiotic link between the state’s economic policy and its social policy”

(Crowther, 1988:14). The seeds were beginning to be sown for a welfare state in



which the policies of welfare and the economy were not only linked; they were also
contracting towards the centre (Brundage, 2002:152; Stewart, 1998:32). Stewart
suggests that this process of an increasingly centralised pursuit of collectivism, or
at least the collectivist provision of welfare, has been anything but linear (Stewart,
1998:31), however a snapshot of the first half of the twentieth century would

suggest otherwise.

From the nineteenth century acorns of welfare, the oak of the welfare state grew —
first with the expansion of education (Fraser, 2003:85-97; Sanderson, 1998:133-
135; Sullivan, 1996:44), then the creation of a National Insurance system
(Brundage, 2002:143; Sullivan, 1996:48), the abolishment of the Poor Laws
(Brundage, 2002:151), the continuous battle with unemployment (Fraser,
2003:184-192:212-215; Sullivan, 1996:8), and the commitment to build ‘Homes for
Heroes’ (Ginsburg, 1998:228-232; Schama, 2002:335). By the time that Beveridge
published Social Insurance and Allied Services (1942), this oak may have only

been a sapling, however its roots were already drinking deep and holding firm.
2.1.3: Beveridge and all that: the golden age of welfare consensus?

While the seeds of British welfare may have indeed been sown much earlier, the
impact of Beveridge should not be under-estimated. As an economist with a keen
interest in social insurance (Abel-Smith, 1994:11; Harris, 1994:23; Sullivan,
1996:21; Timmins, 2001:12), Beveridge had spent much of the early twentieth
century working within the Liberal governments on various insurance schemes
(Abel-Smith, 1994:12; Harris, 1994:23; Sullivan, 1996:21; Timmins, 2001:13).
Despite this, Beveridges’ inclusion on the Social Insurance and Allied Services
Committee (SI&ASC) owed as much to his unpopularity as to his knowledge and
expertise. Indeed, what turned out to be a paradigm defining report by the SI&AS
was intended as little more than a ‘tidying up’ report (Harris, 1977:376; Land,
Lowe, and Whiteside, 1992:18; Timmins, 2001:19), which it was hoped, would
achieve the added benefit of keeping Beveridge away from the centre of
government (Harris, 1977:376; Lowe, 1993:125; Sullivan, 1996:22 Thane,
1996:230; Timmins, 2001:18).

Despite the strange route by which Beveridge joined the committee, once there he
utilised his vast knowledge of social insurance and the rather vague terms of
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reference provided to the SI&ASC, to embark on a review and recommendation
exercise much larger in scope than ever anticipated. Beveridge, who saw social
insurance as the underpinning of good citizenship (Baldwin, 1994:43; Harris,
1994:30-32), argued that the country needed a unified and universal system of
social insurance (as well as Social Assistance) (Abel-Smith, 1994:14; Sullivan,
1996:24), which would provide cash benefits to protect those in employment and
their dependents from ‘cradle to grave’ (Daily Mail, 2/12/1942; Land, Lowe, and
Whiteside, 1992:18; Schama, 2002:405) — though this phrase was indeed coined
by Churchill and not Beveridge (Timmins, 1995; 47). These benefits would be
universal for all those who made NI contributions and only means-tested for those
who did not (Abel-Smith, 1994:14; Land, Lowe, and Whiteside, 1992:6; Lowe,
1993:127). His justification for such a bold and costly policy largely rested on the
findings of Rowntree, who suggested that 5/6™ of all poverty resulted from
insurable contingencies (Glennerster and Evans, 1994:61; Lowe, 1993:131;
Rowntree, 1941:166; Timmins, 2001:21).

For Beveridge, a genuinely successful restructuring of social insurance could not
focus on social insurance alone; central to Beveridge’s plan would need to be the
creation of a National Health Service, the provision of family allowance, and the
pursuit of full employment (Abel-Smith, 1994:15; Lowe, 1993:127; Sullivan,
1996:24 Thane, 1996:231-232; Timmins, 2001:20). It was clear that Beveridge’s
plans were much grander than any had anticipated; Keynes himself warned that to
fund a comprehensive, flat-rate, universal (for contributors) system that provided
benefits at subsistence level and included family allowances would be difficult —
though not impossible (Abel-Smith, 1994:17; Harris, 1977:412; Land, Lowe, and
Whiteside, 1992:7; Thane, 1996:233).

Having quite considerably expanded the scope of his committee, Beveridge
manipulated the tide of public opinion to brush past the misgivings of the Phillips
Committee (Land, Lowe, and Whiteside, 1992:18; Thane, 1996:236; Timmins,
2001:43) and even the Prime Minister of the time — Winston Churchill (Fraser,
2003:236; Sullivan, 1996:30; Thane, 1996:235), releasing Social Insurance and
Allied Services in December 1942. As queues formed outside Her Majesty’s
Stationary Office (Sullivan, 1996:25; Timmins, 2001:23), the Daily Mirror was

carrying the headline “Beveridge tells us how to banish want”. At a time of extreme
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poverty, hardship, and due in large part to the war, social solidarity (Fraser,
2003:228; Harris, 1994:39; Pierson, 1998:122; Sullivan, 1996:33; Thane,
1996:211), popular imagination had been captured by Beveridge’s proposals
(Fraser, 2003; 235; Lowe, 1993:125; Sullivan, 1996:25 Thane, 1996:237).

The Beveridge report was a statement of intent, a report on what the government
could do (Abel-Smith, 1994:15; Lowe, 1993:125; Thane, 1996:278). While
Beveridge made concessions with regards to pensions (and was rather miserly
when considering the issue of women) (Abel-Smith, 1994:17; Land, Lowe, and
Whiteside, 1992:20; Lowe, 1993:130; Thane, 1996:234-235), his plan, which
public opinion supported, mandated the government to undertake the most drastic
programme of intervention in the history of social welfare (Fraser, 2003:227;
Patriquin, 2007:5; Sullivan, 1996:51; Thane, 1996:279). Indeed, so wide ranging
were Beveridge’s ambitions for social insurance, his plans to tackle want, idleness,
squalor, ignorance, and disease, required not just action in the arena of social
security, but also employment, housing, education, and health (Alcock and Craig,
2001:126; Fraser, 2003: 236). This is perhaps best illustrated by Beveridge
himself, who stated that, Social Insurance and Allied Services, in addressing social

insurance:

“[was] one part only of an attack upon five giant evils: upon the physical
Want with which it is directly concerned, upon Disease which often causes
that Want and brings many other troubles in its train, upon Ignorance which
no democracy can afford among its citizens, upon squalor... and upon the

Idleness which destroys wealth and corrupts men” (Beveridge, 1942:170).

This clearly required more than just policy commitments, but new infrastructure,
institutions and, as mentioned, expenditure to almost double the social
expenditure of the time (Abel-Smith, 1994:15; Land, Lowe, and Whiteside,
1992:19; Sullivan, 1996:23).

Turning such a grandiose plan into something concrete could not happen
overnight and the Beveridge report would not have been the first to have found
itself agreed in principle then left to collect dust on a shelf. However, a
combination of support from the backbenches and prominent Ministers who were
dedicated to the underlying principles of Beveridge’s recommendations (Such as
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Richard Austen Butler, Clement Attlee, Herbert Morrison, Quintin Hogg, and Nye
Bevan — to name a few), along with the vast groundswell of public support,
ensured that government committed to implementing the core of Beveridge’s plans
(Sullivan, 1996:29; Thane, 1996:237; Timmins, 2001:46). These commitments
were formalised by the creation, by the end of 1943, of the Sheepshanks
Committee (to deal with social insurance) and the Steering Committee on Postwar
Employment (Land, Lowe, and Whiteside, 1992:6).

By 1944 formal commitments were turning into policy and even legislation; 1944
ended with the creation of a Ministry of National Insurance in November, having
seen the beginning of what has since been referred to as the ‘White Paper chase’
(Fraser, 2003:243), with the Papers A National Health Service (February 1944);
Employment Policy (May 1944); and Social Insurance (September 1944) released
in quick succession (Fraser, 2003:243). These were supplemented by the ‘Butler
Education Act’ of 1944, which amongst other things saw the school leaving age
increase to the age of 15 (Sullivan, 1996:45). Though not directly a ‘Beveridge
Act’, this began the process of tackling through legislation, Beveridge’s five giants

— in this case ignorance.

A year later the Family Allowance Act was passed (Fraser, 2003:250; Land, Lowe,
and Whiteside, 1992:39; Thane, 1996:228), addressing Rowntree’s assertion that
benefit increases, in order to truly address the issue of poverty — especially in
large families, should represent an increase per child rather than an increase in
benefits to parents (Rowntree, 1941:457). Despite the passage of the Education
Act the year before, it was the Family Allowance Act that represented the first real
universalist attempt to insure against ‘want’ (Fraser, 2003:250; Timmins, 2001:48).
Indeed it represented the only such legislation to be passed by Churchill’s coalition
government (Fraser, 2003:250; Timmins, 2001:48), though the following six years
of Labour government more than compensated (Alcock, 1998:204; Fraser,
2003:247-248; Sullivan, 1996:54).

For six years the Labour government did indeed fight the good fight against the
five giants Beveridge had outlined (Alcock, 1998:204; Land, Lowe, and Whiteside,
1992) — though Beveridge himself played no significant role in this (Timmins,

2001:49). In an attempt to address the issue of want, The Labour government built
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upon the Family Allowance Act by passing the NI Act in 1946, which brought
together sickness, unemployment, old age, maternity and widows benefits, and
even saw pensions introduced immediately rather than waiting the twenty years
Beveridge predicted would be need to allow for sufficient contributions to accrue
(Alcock, 1998:206; Fraser, 2003:251-253; Land, Lowe, and Whiteside, 1992:22-
23; Sullivan, 1996:55). This was supplemented by the National Insurance
(Industrial Injuries) Act, which extended the insurance net to cover those who had
been rendered incapacitated at work. Subsequently, those who were injured at
work were entitled to the same flat rate benefit as those who were unemployed for
other reasons (Fraser, 2003:250; Land, Lowe, and Whiteside, 1992:41-42; Thane,
1996:238).

While it was acknowledged that the issue of want could not be tackled without
addressing the other four ‘evils’, the granting of Royal Assent to the National
Assistance (NA) Act seemed to neatly complete the package of measures aimed
at directly addressing want through the social security system (Fraser, 2003:253;
Sullivan, 1996:54; 224; Thane, 1996:238). The NA Act provided means tested
benefits to those who had not made NI contributions (Sullivan, 1996:55; Thane,
1996:238) and even became a supplementary form of support for those who had
(Alcock, 1998:207; Fraser, 2003:253), thus ensuring that all were covered by
some form of social security provision — even if this coverage did not conform to
Beveridge’s principle of subsistence (Abel-Smith, 1953:3; Alcock, 1999:54; Alcock,
1998:205; Fraser, 2003:253; Land, Lowe, and Whiteside, 1992:35).

After war-time fears that the Beveridge report would somehow be diluted, Britons
eagerly awaited the fifth of July 1948, the day when many of Beveridges key ideas
- not just in the arena of social security, would come into action. It is fitting that the
day on which many of Beveridge’s plans for a flat-rate scheme of insurance
contributions and benefits were finally realised, saw all the headlines instead
stolen by the opening for business of the NHS (Lowe, 1994:119; Timmins,
2001:102; 127), something Beveridge had pushed the furthest reaches of the
SI&ASC’s remit by suggesting; how far things had truly come from that tidying up
exercise Beveridge had embarked upon in 1942. This newly instituted NHS, the
product of the White Paper A National Health Service and the subsequent National

Health Service Act (1946) was to tackle the issue of illness by providing universal
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healthcare, free at the point of service (Jones, 1998:167-172; Sullivan, 1996:40;
Timmins, 2001:111; Thane, 1996:221), just as Beveridge had envisaged
(Beveridge, 1942:159).

The NHS Act followed a similar Beveridgeian vein of unifying existing services and
then shifting control towards the centre of government (Addison, cited by Alcock,
1999:54; Jones, 1998:169; Sullivan, 1996:59-61). Michael Foot went as far as to
suggest that the creation of the NHS represented the “greatest socialist
achievement of the Labour government” (cited in Land, Lowe, and Whiteside,
1992:90). Passing and then implementing the NHS Act proved difficult in the face
of both Conservative Party and British Medical Association (BMA) — notably
doctors’ opposition (Fraser, 2003:259; Sullivan, 1996:41-43; Timmins, 2001:123).
The Act, which would not only see the nationalisation of hospitals, but also the
creation of regional boards of administration, the redistribution of doctors to under-
supplied areas, a new salary structure, and the opening of health centres (Land,
Lowe, and Whiteside, 1992:113; Morgan, 1984:157; Timmins, 2001:111) proved
controversial outside parliament, however passed with little difficulty (Land, Lowe,
and Whiteside, 1992:113; Fraser, 2003:257). While the next two years played host
to some stormy negotiations between the BMA and the Ministry of Health (Fraser,
2003:260; Sullivan, 1996:41-43; Timmins, 2001:124-126), by the 5™ of July 1948
nearly all GPs had joined the NHS (Fraser, 2003:261; Land, Lowe, and Whiteside,
1992:114; Sullivan, 1996:60-61); the welfare state had the jewel firmly set in its

crown (Titmuss, 1958).

Combating illness wasn’t, however, the sole giant-slaying operation tasked to
Aneurin Bevan and the Ministry of Health; the issue of squalor also fell within
Bevan’s purview (Ginsburg, 1998:230; Land, Lowe, and Whiteside, 1994.76;
Sullivan, 1996:61) and the Housing (Building Materials and Housing) Act of 1945
represented Labour’s second legislative assault on the five giants (Timmins,
2001:141). Indeed Timmins suggests that the issues of housing standards,
homelessness, and house building dominated the 1945 General Election and the
in-trays of many MPs (Lowe, 1993:235; Thane, 1996:243; Timmins, 2001:141).

Labour’s housing policy under Bevan was marked by a flurry of legislation (Land,
Lowe, and Whiteside, 1994; Lowe, 1993:240), which brought with it a commitment
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to separate dwellings for all families that wanted one (Land, Lowe, and Whiteside,
1994:71; Timmins, 2001:141), a high standard of housing (Land, Lowe, and
Whiteside, 1994:71; Sullivan, 1996:62:Timmins, 2001:145), housing largely
provided by local authorities (Lowe, 1993:245-246; Lowe, 2004:180; Timmins,
2001:142), and lots of houses to be built quickly (Lowe, 1993:245; Lowe,
2004:180; Timmins, 2001:140; Sullivan, 1996:62). The need for housing was
extremely urgent, with over a half-a-million houses having been rendered un-
inhabitable or destroyed in the war and a further three million damaged to some
extent (Land, Lowe, and Whiteside, 1994:70; Lowe, 1993:245; Timmins,
2001:140). This prompted Labour to set a target of 240,000 houses to be built
each year, a process that began slowly and attracted much criticism (Land, Lowe,
and Whiteside, 1994:76). Bevan was accused of putting his socialist belief in
social housing above the need of the homeless by not allowing a free-market
approach to building (Lowe, 1993:247; Sullivan, 1996:62; Timmins, 2001:144).
Others referred to him as the tremendous Tory in response to his insistence that
each council house be built with three bedrooms and toilets both upstairs and
downstairs (Land, Lowe, and Whiteside, 1994:77; Sullivan, 1996:63; Timmins,
2001:146).

The arena of housing policy has often found itself on the periphery of welfare
debates (Lowe, 2004:287) and indeed will not receive the attention it merits here.
More recently described by Torgersen as the wobbly pillar of the welfare state
(Torgesen, 1987), housing policy was at the heart of the welfare state in the six-
year period of Labour government, which saw over one million houses of a high
standard built in an attempt to address the evil of squalor (Thane, 1996:242;
Timmins, 2001:148). While debate now turns to that final giant, idleness,
discussed in the context of underpinning the ‘post-war consensus’, it is worth
noting that the issue of housing is one that simultaneously represented
disagreement and consensus ever since the rapid expansion in council house
creation of the 1940s (Fraser, 2003:272; Lowe, 1993:235; Sullivan, 1996:63).

As mentioned earlier, the pursuit of full employment - along with the provision of
family allowances and the creation of the NHS, was one of the three necessary
commitments that underpinned Beveridge’s plan to tackle the five giants (Abel-
Smith, 1994:15; Sullivan, 1996:24; Thane, 1996:239). The pursuit of full

15



employment - utilising a largely Keynesian approach, has also been credited by
some as the glue that held together a thirty-year consensus regarding the welfare
state (Lowe, 1993:100; Pierson, 1998:124; Mishra, 1984:1; Sullivan, 1996:247;
Thane, 1996:240). While there are those who question whether such a consensus
every existed in reality (Pierson, 1998:122; Pimlott, 1988:129-141), the thirty year
period that stretched from the end of the war until the election of James Callaghan
represented a time during which both major parties in the UK embraced a staunch
belief in social rights, combined with the notion that the state could intervene in
industry and the economy to smooth out the peaks and troughs of the economic
cycle, and in turn, guarantee full employment (Alcock and Craig, 2001:124-127;
Deacon, 2002:102-107; Hudson and Lowe, 2009:44-45; Stewart, 1998:28).

The commitment to full employment was outlined in both Beveridge's full
employment in a free society (1944) as well as the coalition government’s White
Paper, employment policy (1944). Seen as unfeasible by many — including the
Treasury (Land, Lowe, and Whiteside, 1992:7; Lowe, 1993:101-102; Smith,
1997:45), this principle was leant some credence by the work of Keynes; whose
publications:How to pay for the war (1940) and The General Theory of
Employment, Interest and Money (1936), advocated an approach to economic
policy that he believed could marry welfare policy and economic policy in a way
that ensured welfare expenditure even in times of recession (Hudson and Lowe,
2009:45; Land, Lowe, and Whiteside, 1992:7; Pierson, 1998:122; Smith, 1997:35).
While Keynes’ work was not necessarily understood by Beveridge (Thane,
1996:239), Beveridge was convinced of its logic and viability by colleagues and as
such became a supporter of the notion that through state regulation of demand —
rather than state ownership of industry, full employment could become a reality
(Pierson, 1998:124-125; Smith, 1997:45; Thane, 1996:239). Amongst Beveridge’s
core assertions were the notions that demand for labour be kept above the level of
supply and that a target of no more than three percent unemployment (which
would allow for ‘labour mobility’) be set (Lowe, 1993:103; Smith, 1997:44; Thane,
1996:240).

While the Labour government did not completely adopt a Keynesian approach to
their post war economic policy (Fraser, 2003:265; Smith, 1997:61), the issue of
tackling unemployment was granted highest priority and with no real opposition to
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the proposals, essential industries and welfare services were nationalised (Fraser,
2003:248; Thane, 1996:240; Tomlinson in Page and Silburn, 1998:41). It is
important to acknowledge that this was not merely a Labour Party endeavour;
while many Conservatives believed that the 1944 Employment Policy White Paper
went too far (and a similar proportion of Labour backbenchers believed it did not
go far enough), Lowe (1993:100) and Fraser (2003:243) correctly note that this
was a White Paper released by a coalition government. Indeed it was not only a
coalition government, it was one that, by shifting much of the home front planning
away from Labour Ministers and towards the Lord President’'s Committee, was
largely controlled by the Conservatives (Land, Lowe, And Whiteside, 1992:4).
Nonetheless, as Lowe highlights, this Conservative-dominated government
articulated its acceptance of a more Keynesian, collectivist approach to the
economy and the issue of unemployment in the opening section of the

Employment Policy White Paper (1944):

The Government accepts as one of their primary aims and responsibilities
the maintenance of a high and stable level of employment after the war [...]
A country will not suffer from mass-unemployment so long as total demand
for its goods and services is maintained at a high level (cmnd 6527:para 41
and 66, cited in Lowe, 1993:100).

By the 1950s full employment had been achieved (Fraser, 2003:248; Glynn,
1998:186; Lowe, 1993:104; Pierson, 1998:127; Smith, 1997:56; Thane, 1996:241)
and the British economy looked strong (Fraser, 2003:265; Hudson and Lowe,
2009:46; Pierson:126; Thane, 1996:241; Timmins, 2001:177), two facts that many
have suggested solidified the emerging consensus regarding the role of the state
(Glynn, 1998:179; Lowe, 1993:100; Thane, 1996:241). There were of course
disagreements over a range of issues, such as nationalisation (Pinker, 1998:98;
Sullivan, 1996:248), how to manage the NHS (Sullivan, 1996:248; Webster,
1990:149), education policy (Fraser, 2003:266; Sanderson, 1998:137-138;
Sullivan, 1996:253), and to a lesser degree, housing policy (Fraser, 2003:266;
Ginsburg, 1998:229; Lowe, 1993:235; Lowe, 2004:180; Sullivan, 1996:222).
Crucially however, the commitment to full employment did not die with the fall of
the Labour Government and therein lies the consensus that Lowe (1993) and
Fraser (2003) insists was built across all parties. There were ideological
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differences between how best to achieve the aims of government, but the aims
were agreed in principle; after the resignation of Throneycroft (1958) the means
came closer to agreement as well (Lowe, 1993:104; Smith, 1997:65; Stewart in
Page and Silburn, 1998:31). Until the middle of the 1970s both parties, when in
power, pursued policies that conformed to the Keynesian logic of mixed
management, a balance between private and public investment. It is true that
Keynes left enough ambiguity to allow the Conservatives to favour the market a
litle more and Labour to favour the state (Fraser, 2003:266; Lowe, 1993; 119;
Pierson, 1998:26; Timmins, 2001:178), but the overall trend was easily identifiable

as Keynesian.

For those who still insist that the consensus was a myth (Such as Pimlott, 1988),
that there was no real, fundamental agreement between parties, they must at least
accept that there was a consensus about which policies were electorally correct
(Crosland, 1956:61; Hudson and Lowe, 2009:45; Lowe, 1993:104), which
translated into a steady rise in social expenditure (Fraser, 2003:268; Pierson,
1998:124). Whether this truly was a consensus or rather a paradigm defined by
the electoral success of a Keynesian approach and the pursuit of full employment,

the thirty years following the war stand in stark contrast to the period since 1976.

By 1976 however, the consensus had failed. Some blame a combination of the
1973 oil crisis and general economic downturn, which precipitated rising
unemployment’ for ending the thirty-year consensus on the logic of Keynesian
economics (Alcock and Craig, 2001:56; 77; Glynn, 1998:189; Hudson and Lowe,
2009:47-49). Others (notably Keith Joseph, Milton Friedman, Freidrich von Hayek,
and of course, Thatcher) suggested that a Keynesian approach just didn’t work
and point to the emergence of stagflation and the fact that unemployment had
increased slowly, but steadily, throughout the 1960s (see Hudson and Lowe,
2009:47; Timmins, 2001:177; 355). Some commentators — critical of ‘over-simple’
consensus and crisis theories, believe that the economic conditions of the 1970s
were exaggerated in order to move away from Keynesian economics (Castles,
2004:5-9). Regardless of this, with unemployment spiralling out of control, the
chief electoral bargaining chip of Keynesian economics - that it could guarantee

full employment, was gone. It is worth noting the words of Labour Leader and PM
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James Callaghan, who three years before Thatcher came to power, announced

that the party was over:

"We used to think you could spend your way out of a recession and
increase employment by cutting taxes and boosting government spending. |

tell you in all candour that option no longer exists" (Callaghan, 1976).

The process of financial deregulation that followed - prompted by the International
Monetary Fund (IMF), privatisation, and the shift towards social responsibilities
over social rights, has for many signalled the end of the traditional welfare state
(Alcock and Craig, 2001:ch.1; Hewitt and Powell, 1998:10-11; Hudson and Lowe
2004:38-40; Thatcher, 1993:626-627). It is this notion that is central to the
competition state thesis; does the abandonment of Keynesian economics, coupled
with the acceptance that unemployment is a “price worth paying” (Lamont,
recorded in Hansard, 1991), truly signal the end of the welfare state? Cerny and
Evans insist that since the election of Thatcher, the prevailing logic sees “actors in
a competition state seeking to make the domestic economy more prosperous and
competitive, while accepting the loss of key traditional social and economic state
functions” (Cerny and Evans, 1999:1). Moreover, they insist that in the wake of the
1970’s economic decline, competitive policies began to rise to the top of the
agenda, which made social policy subservient to the economy (Cerny and Evans,
2003:20). This stands in stark contrast to Beveridge’s assertion that employment
policy - in order to be effective, requires the effective subordination of private

investment to public policy” (Beveridge, 1944:261).

Whether this shift in policy did mark the end of the welfare state and the rise of the
competition state forms the crux of this thesis. Subsequent chapters will explore
the role globalisation has played in the changing landscape of political economy,
explore alternative theories of post-welfare, and ultimately, delve deeper into the

competition state thesis itself.
2.1.4: Away from Beveridge

The welfare state’s death knell has, for those who wish to hear it, been sounded.
When the killer blow was struck depends on who was listening; for some, 1996
(see Brindle, 1996; Timmins, 2001) marked the end, for others it was 1979 (see
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Andrews and Jacobs, 1990), and a few even suggest the great promise of a
welfare state died with the publication of SIAS (1942) (see Ditch and Glennerster,
1994). Others insist no such toll is pealing (see Castles, 2004; Powell and Hewitt,
1998:1).

What is difficult to discount however, is that a snapshot of the welfare state in
1976, is profoundly different from a snapshot taken in 1986, again in 1996, and
almost unrecognisable to a snapshot taken in 2006. Whilst Beveridge undoubtedly
expected specific policies to evolve, maybe even out of recognition, whether he
would even recognise the underlying principles, sown in his lifetime, as being

present today, is uncertain.

As covered, for Beveridge, welfare was best administered holistically, and
crucially, centrally. It was to be based on contributions, offering flat rate, universal
(to contributors), and subsistence level cash benefits. While subsistence levels
were never met, the 1946 NI Act, covered in more detail earlier, embodied most of
Beveridge’s key principles. This Act, which did not means test, which linked
benefits to contributions, and which adopted a flat-rate for benefits, stands in stark
contrast to the state of income support and family allowance during the late 1980s
(Andrews and Jacobs, 1990:281). While overall state expenditure was on the
increase (Lowe, 1993:309:Thatcher, 1993:50), benefit levels were falling further
and further below the subsistence levels anticipated by Beveridge. Moreover,
ostensibly to target and then spend resources on those for whom the need was
most desperate, came a reliance on means-testing and the erosion of universal
benefits (Andrews and Jacobs, 1990:59-64; Atkinson and Micklewright, 1989:145;
Lowe, 1993:145; 314, Pierson, 1994:106-107).

Indeed, Thatcherite welfare was built upon a rather different ethos to that which
had gone before, so much so that Hudson and Lowe characterised it as
representing a “mirror image of those [values] that under-pinned the post-war
consensus” (Hudson and Lowe, 2009:50). In terms of her personal ideology,
Thatcher differed from Beveridge in two key ways: first, she did not trust the state,
believing it to be intrusive and inefficient and at its best when it remained small
(Andrews and Jacobs, 1990:5; Evans, 1997:29; 34; Thatcher7-8; 626; 631). As

such she favoured a supply-side approach to managing the economy, a clear
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rejection of Keynesian economics (Evans, 1997:19:29; Lowe, 1993:303; Thatcher,
1993:51; 677). Second, she was increasingly concerned with what she saw as the
negative implications of welfare provision, particularly the notion of an
unemployment, or poverty trap (Andrews and Jacobs, 1990:56; Hudson and Lowe,
2009:49; Pierson, 1994:105-106). This ultimately led her Conservative
Government to pursue what Pierson identifies as four main goals: increased use of
specific targets, the reduction in state expenditure, less bureaucracy and

complexity, and stronger work incentives (Pierson, 1994:105).

The second and third goals mentioned above were integral to Thatcher’'s desire of
rolling back the state (Lowe, 1993:303; 309), which stemmed from her belief that
not only is a large state inefficient (Evans, 1997:55; Thatcher, 1993:8; 53) and
extremely bureaucratic (Evans, 1997:53; Lowe, 1993:315; 317; Thatcher, 1993:46-
49), its profligacy was crushing private enterprise (Hudson and Lowe, 2009:49;
Thatcher, 1993:32; 677-680; Winter and Connolly, 1996:30).

It was not just in the economic arena that Thatcher believed that a large state was
a harmful state, often insisting that it too often encroached upon the natural
workings of the individual and their family (Lowe, 1993:309; Pilcher and Wagg,
1996:2).

The first and fourth goals reflected the personal beliefs of Thatcher and her closest
advisors, that the welfare state polluted the national psyche in some way (Hall,
1983:29; Ridley, 1991:110), supporting a citizenry in which a lazy underclass,
caught in a poverty trap, had no real incentive to work and as such had no real
stake in society (Andrews and Jacobs, 1990:54-58; Lowe, 1993:314; 316; 329;
Oppenheim and Lister, 1996:116; Pierson, 1994:105; Winter and Connolly,
1996:301). Thatcher's own words provide perhaps the best insight into her
approach towards the welfare state in what she described as “[N]ot so [M]uch a
[Plrogramme, [M]ore a [W]ay of [L]ife” (Thatcher, 1993:625).

Welfare benefits, distributed with little or no consideration of their effects on
behaviour, encouraged illegitimacy, facilitated the breakdown of families,
and replaced incentives favouring work and self-reliance with perverse

encouragement for idleness and cheating (ibid:8).
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The root cause of our contemporary social problems — to the extent that
these did not reflect the timeless influence and bottomless resources of old-
fashioned wickedness — was that the state had been doing too much.
(ibid:626)

The problem with our welfare state was that — perhaps to some degree
inevitably — we had failed to remember that distinction [between the
deserving and undeserving poor] and so we provided the same ‘help’ to
those who had genuinely fallen into difficulties and needed some support
until they could get out of them, as to those who had simply lost the will or

habit of work and self-improvement (ibid:627).

Thatcher believed that the state had not only become too big, it had also become
too generous. Not only was private enterprise being stifled, so was individual
enterprise, even at the basic level; the very desire to work (DHSS, 1985). Hall
insists that these issues were not simply matters of economics for Thatcher,
instead inherently political and moral, suggesting that they ran to the very heart of
‘Britishness’ (Hall, 1983:29). Just as the Liberal consensus had, for Thatcher,
undermined the very notion of the family (Andresw and Jacobs, 1990:50; Hudson
and Lowe, 2009:49; Lowe, 1993:317; Pilcher and Wagg, 1996:3; Winter and
Connolly, 1996:30), it had fostered “the image of the overtaxed [Briton], enervated
by welfare ‘coddling’, his or her moral fibre irrevocably sapped by state handouts”
(Hall 1983:29).

These firm beliefs about the limitations of both the state and human nature were
expected to translate into an all-out assault on the welfare state and while some
insist this didn’t really happen (Lowe, 1993:311; Pierson, 1994:108), the welfare
state and especially welfare provision, had profoundly changed by the end of
Thatcher's reign (Andrews and Jacobs, 1990; Atkinson and Micklewright,
1989:144-145).

In the arena of Social Security, the foundation of Beveridgean welfare (Beveridge,
1942:170), Thatcher oversaw what has been described by some as a ‘death by a
thousand cuts’ (Andrews and Jacobs, 1990:148-150; 280-1; Atkinson and
Micklewright, 1989:125; Pierson, 1994:101; 115). Pierson (1994:107-108) outlines
many of the often institutional barriers that hindered any possible large-scale
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retrenchment, while at the same time highlighting how the cumulative effects of
small policy changes left the UK with a social security system, especially in the
realm of income maintenance, which was increasingly means-tested, poorly
funded, and largely punished the poor (Andrews and Jacobs, 1990:24-49; Evans,
1997:19; 31; Lowe, 1993:314; Oppenheim and Lister, 1996:120; Pierson,
1994107; 110; 114). In their work Turning the Screw, Atkinson and Micklewright
detail no fewer that 17 seemingly minor policies, all of which either extended
disqualification periods, abolished lower rates of benefits, tightened restrictictions,
or just lowered the replacement rate generally (Atkinson and Micklewright,
1989:128; Lowe1993:314). The alarming situation faced by those in poverty is
even starker when considered alongside the fact that the number of low-income
families doubled within the first four years of Thatcher's premiership (Pierson,
1994:110).

Child Benefit is another example of how the Thatcher Governments changed, if
not the welfare state, at least citizens’ experience of the welfare state and the
ethos that underpinned it. Upon their election in 1979, the Conservatives targeted
Child Benefit as an area where money was being wasted on those who were not
even experiencing poverty (Andrews and Jacobs, 1990:282; Oppenheim and
Lister, 1996:119; Pierson, 1994:104; 107-110; Thatcher, 1993:631). Thatcher
herself was said to have been extremely dubious as to the moral value of such a
programme (Pierson, 1994:107; 108) and with only limited public sympathy for
Child Benefit (Andrews and Jacobs, 1990:54-55; Pierson, 1994:107; 108), coupled
with the huge potential savings that could be made, it was assumed that major
changes would occur. Indeed, the Fowler reviews were rumoured to have
considered taxing or even abolishing Child Benefit (Pierson, 1994:107; Thatcher,
1993:630-631). As with Income Support however, the main changes were
delivered ‘by the back door’, with increases being at best only partially uprated in
line with prices and more often than not, frozen (Lowe, 1993:314; Oppenheim and
Lister, 1996:119; Pierson, 1994:107; 109-111; 115). Coupled with the twin forces
of economic growth and inflation, these measures reduced the real-terms impact
of Child Benefit (Lowe, 1993:314; Pierson, 1994:107).

By the end of the 1980s then, while an all-out war on the welfare state had not
been declared, let alone won, the day-to-day experiences of the welfare state had
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changed and many of the principles that had underpinned Beveridge’s vision had
changed (Lowe, 1993:148). Partly for institutional reasons and partly because the
Conservatives did not ‘have the stomach’ for it, much of the infrastructure of the
welfare state survived the eighteen years of Conservative rule and were ready to

be utilised in a more traditional fashion when New Labour swept to power in 1997.
2.1.5: Social Democracy: Renewal or Removal?

The Labour Party that swept to power that May morning was not however, the
Labour Party of Bevan and Attlee (Chadwick and Heffernan, 2003:1; Glyn and
Wood, 2001:64; Mullard and Swaray, 2008:48; Powell and Hewitt, 1998:10-11).
Indeed, nor was it the Labour Party of Wilson, Callaghan, Foot, Benn, or even
Kinnock. Those names were to be consigned to the annals of ‘old Labour’ - and

now was the time for New Labour.

Having undergone a long a painful process, first of introspection (Beech, 2006:77-
98; Deacon, 2000:11; Driver and Martell, 1998:15; Powell, 1999:6), then of
personnel change (Chadwick and Heffernan, 2003:51), and finally, organisational
change (Atkins, 2010:39; Beech, 2006:98-105; Chadwick and Heffernan, 2003:3;
Powell, 1999:7), New Labour emerged with a new plan, to take the ‘third way’
between the first way of new-right free markets and the second way of old-left
collectivism (Blair1996; Bochel and Defty, 2007:17; Giddens, 1998:26). This new
dawn would be marked by a commitment to supply-side economics, public/private
partnerships (PPP), and market competition (DSS, 1998a:83; DTI, 1999; Glyn and
Wood, 2001:63; Powell and Hewitt, 1998:9). This meant of course the formally
unthinkable abandonment of policies such as nationalisation, redistribution, and
progressive taxation (Glyn and Wood, 2001:50; Powell and Hewitt, 1998:8).
Furthermore, the focus on not just rights, but also responsibilities, especially in the
arenas of employment and benefits (Clarke, 2005:451; Deacon, 2000:11; Powell
and Hewitt, 1998:10), saw the abandonment of a national minimum, free higher
education, and the severance of the link between earnings and benefits (Alcock,
2005:87; Driver, 2008:62; Powell and Hewitt, 1998:9). Indeed, in the government’s
own words, the New Labour project would “rebuild the welfare state around work”
(DSS, 1998a:23) replacing passive welfare, with active welfare (Clarke, 2005:448;
Deacon, 2003:133; Driver, 2008:53).
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Unlike Thatcher though, New Labour would temper this neo-liberal approach with
an investment in human capital, social justice, and public services, promoting an
equality of opportunity (Alcock, 2005:86; Atkins, 2010:40; Blair and Schroeder,
1999:3-4; Finn, 2005:95; Sefton, 2005:110-111). While Blair railed against the
culture of welfare dependency and demanded responsibility from citizens (Blair,
1995:7; HM Treasury, 1997:47), he did so in the belief that a ‘new social contract’
had emerged (Deacon, 2000:12). For Blair, the right to be tougher when applying
rules relating to employment would be afforded by citizens, to the government, in
return for the state enabling those very citizens to share a stake in society (Blair,
1995:7). As we will see a little later, this hard-line stance, offset by a dedication to
the cause of social inclusion, ran to the heart of Blair's third way approach to
welfare provision. Powell suggests that this third way approach is built upon four
key principles: the need for an active, preventative welfare state; the importance of
work; the focus on equality of opportunity rather than outcome; and the matching

of rights with responsibilities (Powell, 1999:15).

Some however, both within the Labour Party and without, saw such rhetoric, let
alone the polices that followed, as a betrayal of Labour values (Cruddas,
2006:206; Gamble, 2007:32; Hattersley, 1999:26; Hattersley, 2001; Lister, 1998;
Lister, 2007; Piachaud, 1998). Others meanwhile, merely saw such changes as a
recasting of Labour values in a new world (Alcock, 2005:85; Field, cited in Powell
and Hewitt, 1998:9), while cynics have suggested the changes served only one
real master: the need for electoral success (Cruddas, 2006:205-206; Deacon,
2000:11; Giddens, 2000:44; Finlayson, 2010:11; Klein and Rafferty, 1999:374;
Lister, 1998:18). Tony Blair himself stated that New Labour was a project
dedicated to modernising social democracy, committed to social justice and the
broader centre-left principles, but crucially for him “flexible, innovative and forward-

looking in the means to achieve them” (Blair, 1998:1).

This innovation included sticking to Conservative spending plans and the
emancipation of the Bank of England, which in turn saw control of interest rates
pass from the government (Glyn and Wood, 2001:50; Walker and Wiseman,
2003:6). This, Beech suggests, could be “interpreted as a departure from social
democracy and an endorsement of a form of neo-liberalism” (Beech, 2008:6).
Indeed, much of the New Labour rhetoric had a distinctly neo-liberal — even at
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times, Thatcherite tone to it. The White Paper, ‘Our Competitive Future’ (DTI,
1999) for example, stated “The UK needs a period of sustained stability [...] for this
reason, the Government has reformed the macroeconomic framework to focus
policy on stability” (DTI, 1999:11). This reformation of macroeconomic policy is
reflected in the Code for Fiscal Stability’s first ‘golden rule’, which states that “the

current budget be in balance or surplus over the economic cycle” (DTI, 1999:11).

With so much emphasis placed on the strength of the economy, coupled with New
Labour’s reluctance to roll back Thatcher’s roll-backs, there had to be losers; the
drift towards means-testing was not reversed (Deacon, 2000:15; Deacon,
2002:113; Sefton, 2005:111) and entitlements continued to be tightened —
especially for young people (Finn, 2005:96; Kemp, 2005:18; Powell and Hewitt,
1998:8; Sefton, 2005:111). No much more so was this felt than in the sphere of
unemployment benefits. New Labour adopted a workfare approach to welfare
provision, not too dissimilar from the Tory policy (Alcock, 2005:85; Powell and
Hewitt, 1998:8), which saw a range of activation policies favoured rather than the
traditional reliance on cash-transfers to the unemployed. Benefits were now
contingent on the genuine, active search for work (Deacon, 2000:12; Piachaud,
1998:10; Powell and Hewitt, 1998:8; Walker and Wiseman, 2003). As mentioned
earlier, young people bore the brunt of such schemes, which had, under the
Conservatives, seen “entitlements for the young unemployed conditional on
undertaking skills-enhancing training, subsidised employment, or voluntary work,

on pain of a 40% benefit cut if they refuse” (Timmins, 1996:517).

To focus on the economic policies and rhetoric of New Labour does indeed paint a
rather neo-liberal picture of Blairite polity. Some, such as Powell and Hewitt (1998)
would suggest that this was because New Labour had accepted the Thatcherite
logic of the 1980s (See also Alcock, 2005:84; Burchardt and Hills, 1999:48;
Clarke, 2005:452; Chadwick and Heffernan, 2003:49; Cruddas, 2006:206; Driver
and Martell, 1998:3; Driver, 2008:51; Heffernan, 2001:10; Walker and Wiseman,
2003:10) and was merely trying to present Thatcherism with a human face — or
Thatcher without the handbag (Giddens, 2000:8). Blair however was insistent that
the third way was decidedly not New Right. It stood apart he suggested, primarily

in its disagreement with the New Right orthodoxy that insisted “public investment
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and often the very notions ‘society’ of collective endeavour, as evils to be undone”
(Blair, 1998:1).

Whether this is borne out by New Labour policy is a hotbed of disagreement
(Contrast Crudass, 2006; Glyn and Wood, 2001:54; Lister, 1998; Lister 2007, with
Piachaud 1998; Finn, 2005). The ‘employment first’ welfare state (Finn, 2003:111)
adopted by New Labour is viewed by some as unmistakably New Right, neo
liberal, even Thatcherite (Bochel and Defty, 2007:17; Cruddas, 2006:206; Lister,
1998:15). The workfare approach — so heavily influenced by policy in America,
ultimately draws its base in scholarship from underclass theorists such as
Lawrence Mead, Charles Murray and Michael Novak (Deacon, (2000:11) for
example compares Frank Field’s analyses of welfare dependency to Charles
Murray’s; see also Freeden, 1999:43; Hewitt, 1999:150), as reflected in Blair’s
speeches (Blair, 1996:9-10). As such, some have argued that the ‘work-first’
approach is inherently right-wing and not only punishes the poor, but also fails to
meet many of the underlying, rhetorical principles of social justice (Clarke,
2005:452; Cressey, 1999:178; Lee, 2008:33; Lister, 1998:15; Lister, 2007:150-
152). Walker and Wiseman for example, note that the compulsory schemes,
especially those aimed at the young unemployed, have a relatively high attrition
rate. This is in part due to the lack of training offered by the work first schemes,
which results in un-prepared or ill-equipped claimants finding themselves in a
workforce that expected a higher standard of employee and as such, ultimately
finding themselves once again claiming benefits (Glyn and Wood, 2001:56; Walker
and Wiseman, 2003:15). Such issues have led Ellison and Ellison to question
whether workfare schemes offer genuine opportunities for the unemployed to fully
integrate with the workforce (Ellison and Ellison, 2006:34). With work first schemes
having been accompanied with a tightening of passive entitlements, especially
with regards JSA (Finn, 2005:96; Powell and Hewitt, 1998:8; Sefton, 2005:111),
many of the poorest still find themselves ‘abandoned’ by the state (Clarke,
2005:452) and excluded from society.

For both Lister and Sefton, New Labour have crucially ‘missed the point’ by
focusing on equality of opportunity, suggesting that the freedom to make choices
is nothing without the capacity and capability to enact those choices (Lister,
2004:17; Sefton, 2005:10). Moreover, Lister insists that New Labour’s hypocrisy is
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evident in the unequal application of its rights and responsibilities principle towards
the rich and poor (Lister, 2007:151). On a similar theme, Stewart and Hills suggest
that where redistributive principles have been retained by New Labour, the focus
has almost solely been on redistribution from the those near the middle, to those
at the bottom, while ignoring those who are comfortably well off (Stewart and Hills,
2005:15 — See also Lee, 2008:33), something that is seen as yet another betrayal
of Labour principles by the traditional left (for a good discussion of New Labour
betrayal see Cruddas, 2006 and Lister, 2007). Ultimately, those from the left who
have not ‘bought into’ the New Labour agenda remain sceptical largely due to the
perceived abandonment of social democracy. Glyn and Wood suggest that “New
Labour has disentangled the traditional social democratic aims of promoting
equality and eliminating poverty in ways that many on the left find both
unacceptable (in respect of greater inequality in the top half of the distribution) and
unconvincing (in respect of the near-exclusive emphasis on the labour market)’
(Glyn and Wood, 2001:64). In this regard both Beech and Paton goes further,
suggesting that the Third way represents a rejection of social democracy (Beech,
2008:191; Patton, 1999:75).

Both Blair and Giddens insist that the third way, rather than an abandonment or
disentanglement of social democracy, represents a modernisation of social
democracy (Powell, 1999:13), an attempt to “sustain social democratic values in a
modern world” (Beech, 2006:103; Blair, 1998:2). Indeed, they both stress that
while the purpose of the third way is not redistribution, there is an added emphasis
on people (Blair, 1998:2; Giddens, 2000:73; Sefton, 2005:111). The state’s role
within the third way is increasingly a small one (though an active one), primarily
concerned with creating the conditions whereby a successful economy can flourish
and in turn, ensure prosperity (Giddens, 2000:7). The state is no longer a leveller,
rather and investor, with Giddens stressing the importance of human capital
(Giddens, 1998:117).

Whether the third way does mark a continuation of social democratic values or
otherwise, it is clear that the commitment to egalitarianism has undergone some
degree of change. Giddens is forthright in stating that there is “no future for
egalitarianism at all costs” (Giddens, 2000:85). Even the concept of poverty has
been recast, with a broad shift from discussing material poverty, to the concept of
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social exclusion (Alcock, 2005:85; Atkins, 2010:43; Bochel and Defty, 2007:17;
Driver and Martell, 1998:90; DSS, 1998a:63; DSS, 1998b:6; Glyn and Wood,
2001:57). Giddens goes as far as to suggest that inequality is exclusion,
concerned with issues of citizenship and political rights, rather than merely
material deprivation (Atkins, 2010:43; Giddens, 1998:102-103). To this end, while
New Labour’s insistence that benefits do not fight poverty (Lister, 1998:15) may
not convince all, by shifting the goalposts with regards what is actually being
combated (SE rather than poverty), New Labour have shaped the debate in such a

way that seeks to consign passive welfare to history.

This departure is bound together with a reappraisal of the roles of both structure
and agency in combating social exclusion (Alcock, 2005:86), exemplified by New
Labour’s focus on both rights and responsibilities (Driver, 2008:50; DSS, 1998:31;
Giddens, 1998:99; Giddens, 2000:52). For Blair and New Labour, the contract
forged by matching both opportunity and responsibility represented a new deal
between citizen and state (Blair, 1996:10; DSS, 1998a:80; Kemp, 2005:17). This
new deal was built not only on the principle of ‘work for those who can’ (DSS,
1998b:8) - primarily out of a responsibility to the state, but that by working, one

would escape social exclusion (Bochel and Defty, 2007:18).

This emergence of work as an accepted dimension of welfare has been central to
reconciling the left and centre left within New Labour. The third way, described by
Giddens as the vital process in the task of shifting from passive to active welfare
(Pierson, 2006:182), espouses work as not only being the ‘royal road from welfare’
(Pierson, 2006:182), but also states that where welfare had once been seen as the
right of citizenship, work should now be seen as the obligation of citizenship
(Ellison, 2006:95). Central to New Labour’s assertion that work is the best form of
welfare (McCafferty and Mooney, 2007:209) is the notion that it is inclusion in the
workforce that offers not only the quickest route out of poverty, but also the safest
(Cerny and Evans, 2003:37; Deacon, 2000:11; Deacon, 2002:107; DSS, 1998:23;
Ellison, 2006:84).

The very notion of employment as a tool to combat social exclusion is neatly
crystallised by considering the role of ALMPs as tackling the dependency culture
(DSS, 1998b:9; Sunley et al, 2006:10) — propagated by passive welfare, which
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results in the long-term unemployed finding themselves on the periphery of society
(DSS, 1998a:9). Skills based, training intensive courses, which invest in the
person, are seen to not only reduce the burden on the state, but also as having the
ability to reverse the exclusion faced by an increasingly deskilled non-workforce in
a way that passive entitlement provision cannot (Blair and Schroder, 1999:3-4;
DSS, 1998a:23; Giddens, 1998:65; Sunley et al, 2006:5). As such, third way
thinkers would argue, activation policies are not merely a neo-liberal response to
the burgeoning state, rather a compassionate response to the twin problems of
state burden and social exclusion, shifting the emphasis from passive to active
welfare and thus combating social exclusion (Clarke, 2005:448; Giddens, 2000:88;
Giddens, 2006:382; Hewitt, 1999:150; Kemp, 2005:16; Sunley et al, 2006:5;
Walker and Wright, 2003:6). It may be through this very principle that New Labour
can claim to reconcile the notion of a more competitive nation with a more
inclusive nation. Brown for example, insists “What is good for the nation - inclusion
in society through paid work - is also good for the economy, which needs to utilise
and develop the skills of the workforce if it is to become a global competitor’
(Brown, cited in Ellison, 2006:95-96).

It could be argued that nothing better underlines New Labour’s shift in emphasis
from a focus on structure to agency, within a broader commitment to tackling
social exclusion, than their raft of New Deals (Beech, 2008:8; Deacon, 2003:133;
Kemp, 2005:16). For Blair, the New Deal[s] stood in stark contrast to passive
welfare, which stressed only rights and not responsibilities (Bochel and Defty,
2007:19; Clarke, 2005:451; Kemp, 2005:17). Instead the New Deal would
“promote opportunity, personal responsibility [and] enhance the skill base of the
country, counter dependency and the growth of the underclass, and foster public
support for benefits by emphasising conditionality and showing welfare to be
working” (Blair, 1996; DSS, 1998a:24-25).

The New Deal for Young unemployed People (NDYP), delivered by a partnership
between the public, private, and third sectors (Sunley et al, 2006:185; Walker and
Wiseman, 2003:11-14) encapsulates not only the distinction between ‘old’ and
New Labour, it also highlights how the third way sought to provide a fairer society
than Thatcherism had. The NDYP, funded by a redistributive windfall tax on the
profits of privatised utilities (Driver, 2008:52; Finn, 2005:94; Walker and Wiseman,
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2003:6) is illuminating in the way it does indeed thread a path between old
Labour's passive redistribution and the New Right's hard-line stance on
redistribution. While direct payments were still made to young unemployed people,
the passive Jobseeker’s allowance (JSA) was supplemented by a raft of measures
geared to returning the claimant to work (Finn, 2005:94). Such measures included
intensive employment assistance, training courses, subsidised employment and
voluntary work (DSS, 1998a:25; Cressey, 1999:177; Glyn and Wood, 2001:53;
Walker and Wiseman, 2003:11-14), though as Bochel and Defty highlight, there
was no fifth option, no right to opt out (Bochel and Defty, 2007:19; Cressey,
1999:177; Glyn and Wood, 2001:54).

As discussed however, a commitment to returning people to the workforce in order
to combat social exclusion is insufficient if those jobs cannot be held, or worse, if
holding a job is not sufficient to escape poverty. As such, it was necessary to
ensure that while activation strategies had become integral to social policy, they
would sit alongside initiatives aimed at ensuring employment did indeed promote
social inclusion. This commitment was central to the mantra ‘making work pay’
(Deacon, 2002:108; Driver, 2008:53 DSS, 1998a:29; Ellison, 2006:97), which
reflected New Labour's assertion that not only would a return to employment
ensure that people would better engage with society, it would also ensure that
engaging with employment offered the best route out of material poverty (DSS,
1998a:19). To this end, the minimum wage was heralded by New Labour as a
giant step towards making employment more attractive (Driver, 2008:53; DSS,
1998b:iv; Glyn and Wood, 2001:57), though some have suggested that this did
primarily benefit the already established middle class, rather than acting as an
agent of social mobility (Glyn and Wood, 2001:57; Sefton, 2005:112).

Perhaps a more successful method of making work pay has been the introduction
of tax credits (Bochel and Defty, 2007:20; Driver and Martell, 1998:109; Glyn and
Wood, 2001:53; Kemp, 2005:17). These credits ensured that redistribution
benefitted not just those without employment, but those who found themselves in
employment (Driver, 2008:54; Glyn and Wood, 2001:53). This was achieved by
supplementing wages, initially for those with dependents (HM Treasury, 1998),
though the Working Family Tax Credit (WFTC) eventually split into both the
Working Tax Credit (WTC) and the Child Tax Credit (CTC) (Beech, 2008:9; Driver,
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2008:54; Finn, 2005:94). Tax credits have not been without their critics, with some
suggesting that those of working age — especially those under 18 but without
children (Hewitt, 1999:156; Driver, 2005:263), or partners of WTC claimants (Finn,
2005:94) have found themselves worse off. However, the overall response has
been relatively positive (Finn, 2005:94; Pierson, 2006:189). The aim of WTCs was
to use the tax credits system as a “step towards greater integration of the tax and
benefits system" (HM Treasury, 1998:7). This was something New Labour had
committed to before the 1997 election, stating in their manifesto that they would
“‘examine the interaction of the tax and benefits system so that they can be
streamlined and modernised, so as to fulfil our objectives of promoting work
incentives, reducing poverty and welfare dependency and strengthening
community and family life” (Labour Party, 1997:13). With a third way primarily
interested in securing equality of opportunity, rather than of outcome, it is
unsurprising that even after the creation of separate WTC and CTC, redistribution

was more often than not aimed towards children (Sefton, 2005:111).

None-the-less, whilst advancing a policy agenda that would surely be unthinkable
(Deacon, 2000:6; Driver, 2008:51) under ‘old’ Labour, this agenda was markedly
un-Thatcher. Even in the arena of workfare, in the instances where ALMPs are
characterised fearfully as an alternative to social policy rather than a supplement
to it (see Powell and Hewitt, 1998:10), these seemingly draconian schemes can be

interpreted as third way, rather than neo-liberal.

Focusing on the adoption of ALMPs as part of a more workfare approach to
unemployment is interesting not merely because of how it informs opinions
surrounding the New Labour project. While such an approach certainly does
provoke debate as to whether New Labour has managed to reconcile a
commitment to social justice, equality of opportunity, and a fairer Britain, with a
competitive economic policy, which also focuses on individual responsibilities; it
also highlights the importance of policy transfer within the New Labour’s policy
process. Without such transfer, something that was at the heart of the
repositioning of Labour under Blair (Beech, 2006:107-111; Deacon, 2000:6;
Giddens, 2000:4) it is unclear how far Blair would have dared move New Labour to

the centre.
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While New Labour Ministers and advisors were happy to discuss the ways in
which the workfare approach had been informed by other European countries, the
New Labour approach to activation was indeed seen to be original within Europe
(White, cited in Deacon, 2000:13). White insists that is in large part due to the
profound impact Bill Clinton’s Democratic Party had on Tony Blair's New Labour
Party (White, cited in Deacon, 2000:13) — though not all commentators subscribe
to this analysis (see Beech, 2006:107-111). Some have even suggested that the
parallels between Blair and Clinton are almost more profound than those that
existed between Thatcher and Reagan (Clinton, 2005:367:686:756:786:813; King
and Wickham-Jones, 1999:268; Rentoul, 2001:194-198:432-435). Rhetorical
similarities, which Gough insists make up no small part of policy direction
(Gough,1991:122), were increasingly turned into firm policies under Blair, such as
the New Deals, CTCs, and WFTCs (Finn, 2003:115; Rentoul, 2001:380). Although
workfare programmes had been pioneered by the Reagan administration of the
1980’s, Thatcher had not particularly favoured them, preferring instead stricter
benefit restrictions (Finn, 2003:115). It was not until the election of Clinton in the
USA, that the workfare message began to take hold in British politics, initially
under Maijor, but primarily under Blair (Finn, 2003:115; King and Wickham-Jones,
1999:264-270). The success and popularity of Clinton added enormous legitimacy
to the Blairite agenda on welfare (King and Wickham-Jones, 1999:278; Rentoul,
2001:194-198) with Clinton himself playing a substantial role in convincing Blair of
the need for both ‘the stick’ and ‘the carrot’ in welfare policy (Clinton, 2005:271-
272:720; Rentoul, 2001:194-198).

The transfer of policy principles from America in the wake of US welfare reform
(especially the Personal Responsibility and Work Opportunity Reconciliation Act
(1996)) was largely manifested in the New Deal programmes mentioned above
(Deacon, 2002:102). Such policy transfer, a direct consequence of globalisation,
highlights the importance of this very phenomenon to the New Labour project. Not
only was the emergent epoch one in which talk of nationalisation or a return to
managing demand were as irrelevant as discussing the divine right of Kings
(Chadwick and Heffernan, 2003:8), it was also one marked by unstoppable force
of globalisation.
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Indeed, Blair and New Labour insisted that globalisation provided the ‘new’
environment in which the country had to be governed (Blair, 1996:118; Finlayson,
2007:42; Giddens, 2000:54:122). At the individual level globalisation changed
everything, from the amount of information citizens received and the way they
received it (Beech, 2006:115; Giddens, 2010:68), to a shifting perception of
everything from “traditional institutions, practices and belief systems, such as the
family, patterns of work and political ideologies” (Legget, 2010:55-56) all of which
become less sacred. At the national level, globalisation changed everything from
international relations (Buller, 2008:146; Plant, 2008:152) to domestic economic
policies (Evans, 2008:71; Plant, 2008:152). As such it was central to New Labour’s
approach to government. This is perhaps best underlined by both Blair and
Giddens who stressed the centrality of the information revolution and globalisation
to the third way (Blair, 1998:4; Giddens, 2000:163).

This reference to globalisation was common to most New Labour utterances, so
much so that throughout the Blair years, barely a speech was delivered, or policy
proposed without the mandatory mention of globalisation, all littered with
references to the rise of new technologies, the increasing interconnectedness of

the global economy, and the need for a new way of thinking:

The modern world is swept by change, new technologies emerge

constantly, new markets are opening up (Blair, in DTI, 1999:5)

| hear people say we have to stop and debate globalisation. You might as
well debate whether autumn should follow summer. They're not debating it
in China and India. They are seizing its possibilities, in a way that will

transform their lives and ours (Blair, 2005:4).

In truth, globalisation is a fact. It's why resisting it is self-defeating and even
absurd (Blair, 2007:2)

The pressures of globalization are pushing people together, obliterating
boundaries through trade, travel, telecommunications and mass migration
(Blair, 2008:1).

The scope of globalisation was for Blair, immense. Both he and Mandelson

accepted that “globalisation imposes limits on all social and economic policies”
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(Cerny and Evans, 2004:56) and as such, policies were only desirable if they
aided competition in the global knowledge economy (Finlayson, 2010:13; Legget,
2010:55). This knowledge economy required an increasingly educated workforce
(Blair, 1991:32; Brown, 2005:4; Driver and Martell, 1998:33; Hassan, 2007:42;
Hudson, 2006:277) and to facilitate this, investment in the knowledge economy
(Finlayson, 2007:42; Hudson, 2003:271), which sat comfortably alongside New

Labour’s social democratic values.

It was these twin forces, of globalisation and the knowledge economy, Blair opined
throughout his premiership, which necessitated the renewal and restructuring of
social democracy he insisted New Labour represented (Blair, 1998:2; Giddens,
2000:163). Whether this renewal of social democracy is real is as contentious as
the debate that rages around the notion that the welfare state has died.
Globalisation has had a profound impact on the policies of New Labour; however
the impact it has had on the welfare state, the nation state and its counterparts

abroad is less clear and merits further discussion.
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2.1.6: Summary

The welfare state is steeped in a long history of redistribution, from the days of the
Elizabethan poor laws through to creation of the NHS and the greatest socialist
achievement of all time (Foot cited in Land, Lowe, and Whiteside, 1992:90). But
the welfare state of post-war Britain, marked by demand management,
nationalisation, universality and generous redistribution and combined with a
commitment to full employment (Glyn and Wood, 2001:50; Powell and Hewitt,
1998:8) has been consigned to history. That is not necessarily to say that the
welfare state has died, as the Guardian proclaimed (Brindle, 1996); it may very
well be that the aims and outcomes of Beveridge and Attlee are being achieved
today. However, the modus operandi has changed, economic policy focuses on
the supply side, the market is much freer, welfare policies make much wider use of
means-testing, are less generous, and are increasingly being delivered by private
companies or public/private partnerships (DSS, 1998a:83; DTI, 1999; Glyn and
Wood, 2001:63; Lee, 2008:28; Powell and Hewitt, 1998:9). For Thatcher this was
necessitated by the ‘choking grip’ that the inefficient welfare state held on
individuals’ creativity, motivation, and ‘Britishness’ (Hall, 1983:29). For Blair these
new principles and modes of delivery are necessary to renew and retain a
semblance of social democracy in the face of globalisation and the knowledge

economy- a changed world (Blair, 1998:1).

The role of globalisation is extremely important. We've seen how it was readily
accepted by New Labour, seen by Blair and his guru, Anthony Giddens, as the
reason why, ultimately, Old Labour’s ideology was outdated. While Thatcher
shifted her focus away from citizens’ role in the production of goods as mass
production began to die, it did not settle on a replacement role. New Labour
helped it rest on people as buyers and sellers of those goods. This, Finlayson
insists, has required a re-education of citizens, which necessitated a commitment
to investment in human capital, skills, education, and ideas (Finlayson, 2007:42;
Mullard and Swaray, 2008:48).

Some have argued that the recasting of citizens as individuals in a global economy
has stripped back the bonds of solidarity and commodified the individual

(Finlayson, 2007:43). It may be however, that global pressure on markets- such a
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threat to inefficient policies, has provided the very justification for a new contract
for welfare, rather than the abandonment of welfare altogether. To compete in the
knowledge economy requires an educated, skilled workforce and with it an
investment in human capital. Blair and Giddens have talked about freedom within
an opportunity society (Finlayson, 2007:44) and committed New Labour to the
principle of equality of opportunity (Alcock, 2005:87; Blair and Schroeder, 1999:3-
4), which they accept, cannot be achieved by the market alone. To suggest that
globalisation, the perceived executioner of the welfare state, is actually its saviour,
seems a little extreme and not only ignores the ideology behind New Labour’s
investment in human capital, it also implies that globalisation is an extremely

powerful agenda setting tool.

This chapter has charted the growth of the welfare state, from a tiny acorn into a
great oak without really addressing whether the welfare state is indeed dying — a
popular topic amongst social policists, political economists, and sociologists alike.
To understand that we must look closer at the role globalisation plays, how it both
limits and liberates the state and the individual and ask the question: if the welfare

state is obsolete, what if anything has replaced it?
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2.2: Globalisation and the transition from welfare state to competition state?

2.2.1: Introduction

The previous chapter highlighted the shifting principles and priorities of the welfare
state throughout the twentieth century. For many right of centre politicians,
scholars, and commentators, such shifts represent a recasting towards a neo-
liberal position that reflects an ideology that is sceptical of both the state and
welfare recipients. However the welfare state is a deeply entrenched institution,
taken for granted by the British people, endowed as Pierson suggests with a
constituency of its own (Pierson, 1994:277). When New Labour swept to power,
many would argue that the road towards a more collectivist, socially democratic
polity was still available. However, while Blair claimed that he represented the only
viable future for social democracy, he insisted that this was a different future.
Something had changed and that something, globalisation, had rendered the old

approach impossible.

In this next chapter we will explore just how powerful the role of globalisation is
and has been, as well as asking whether the changing principles outlined in the
previous chapter, have really seen the departure from a welfare state. One of the
weaknesses of such claims has been the lack of viable alternative theories to that
of the welfare state. We see that many have embraced the changes to the
industrial economy as epoch-defining, but perhaps not paradigm-changing, leaving
us to question how different such conceptualisations are from the traditional
welfare state. One thesis that has not only captured popular imagination within the
academy, but also evolved over time and as such remained contemporary, is that
of the competition state. The competition state is interesting not only because it
seeks to offer an alternative way of conceptualising government social policy, but
also because many of the claims can be empirically tested. If the competition state
truly is the successor to the welfare state it will be impossible to argue that a
paradigm shift had not occurred in the political economy of the UK. Furthermore,
while the authors initially focused on the UK and USA, their work has been

expanded to a range of countries and ultimately, there is no fundamental reason
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why the thesis cannot be used to compare the behaviour of a range of countries,

not unlike Esping-Andersen’s decommaodification index.

The competition state holds centrally, the notion that that the processes of
globalisation have qualitatively disempowered the state (Cerny and Evans,
1999:1), which would have profound implications for New Labour’'s attempt to
sustain social democracy in the new epoch. This chapter analyses that claim,
amongst others, and concludes by suggesting that while there is no real
consensus on whether the competition state has indeed replaced the welfare

state, a rigorous empirical exploration will offer more illumination.

2.2.2: Myth, menace, reality

Globalisation was a key factor in shaping New Labour because Blair, Brown,
Prescott, and Mandelson all believed it should (Cerny and Evans, 2004:54;
Finlayson, 2007:42; Rustin, 2008:274), but the debate about the real impact
globalisation has had on the UK (and other nations) still rages. Some have
suggested that Blair never fully grasped the concept, using it to justify all things
new within New Labour and society (Lee, 2008:20), while others, Blair included,
insist that the unstoppable force of globalisation marked a new epoch in how
states could and should govern. While some would argue that the true nature of
globalisation is somewhat immaterial given how freely New Labour adopted the
rhetoric of globalisation and thus, willed the phenomenon into being (Hay and
Rosamond, 2002:4), the impact of globalisation is an extremely important focus of

interest.

Legget (2010) suggests that the basis of the third way being primarily empirical
rather than ideological is extremely important. He goes on to state that the third
way merely sought to account for changes in the way life was being experienced
and how the state must respond (Legget, 2010:55). Giddens, Blair, and Clinton all
believed that the key driver of that change is and was globalisation (Blair, 1998)
and as such, this was reflected in the policy approach New Labour (and the

Democrats) adopted.
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There is no consensus regarding how much of a role globalisation would have
played in policy formation had New Labour not accepted the logic of globalisation
so readily. Some authors insist that globalisation is nothing more than ‘smoke and
mirrors’, given a more corporeal feel by the continuous lip service it was paid by
politicians such as Blair and Clinton. A minority even contest the notion that the
world has become smaller, more interconnected, more networked (Hudson and
Lowe, 2009:20), implying that globalisation is itself, a myth (for a summary see
Hirst and Thompson, 1999:98; Hudson and Lowe, 2009:33-34).

2.2.3: Smoke, mirrors, and globalisation

The main objections to the globalisation thesis fall into two categories: the ultra-
sceptical, those who question the very existence of globalisation; and impact-
sceptics, those who accept that we live in a changed, more global world, but that
the impact of such globalization is limited. The ultra-sceptics insist that we are not
seeing an emerging epoch, rather history repeating itself (Desai cited in Rustin,
2008:276; Hirst, 1997:411; Kleinknecht and Wengel, 1998:639). This is a position
Giddens neatly summarises; “whatever its benefits, its trials and tribulations, the
global economy isn’t especially different from what existed at previous periods”
(Giddens, 2002:8). Such sceptics note that world trade in relation to world GDP, as
with national trade to national GDP ratios, does not differ much between the
1890’s and 1990’s (Bairoch and Kozul-Wright, 1996:6; Hirst and Thompson,
1999:28: Krugman, 1996:212). Moreover, they opine, the fact that increased
economic activity is confined to the rich OECD countries (Hudson and Lowe,
2009:33-34; McGrew in Eatwell et al, 1998:11-12), or more specifically, the triad of
the US, EU, and Japan (Held and McGrew, 2003:5; Hirst, 1997:410; Hirst and
Thompson, 1999:98-105; Rugman and Moore, 2001:65:68; Kleinknecht and
Wengel, 1998:638), is evidence that the phenomenon is anything but global. Even
within this triad, many industries remain bound to national markets. Rugman and
Moore for example, cite the fact that over 85% of all automobiles sold in North
America are made and produced there and that the figures for Europe and Japan
lie at 90% and 93% respectively (Rugman and Moore, 2001:65), a trend reflected
in other industries (Weiss, 1999:63).
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Those categorised here as ultra-sceptics accept that modernisation has indeed
occurred especially in the world of ICT, and to this end do not contest Gidden’s
assertion that information is more readily available. They are however, at pains to
stress that modernisation is not the same as globalisation (Hirst and Thompson,
1999). Indeed, the technologies that connect the world may be new, but the
degree to which the world is connected is in fact rather old. The cultural
globalisation that Giddens espouses is less profound, they insist, when the impact
of economic globalisation is judged more realistically (Hirst and Thompson,
1999:3). Sceptics also question whether we can truly talk of global labour,
insisting that while capital may well be mobile (though Hirst and Thompson
(1999:2) contest even this), people are not as mobile and labour is in fact
nationally bound and relatively static (Hirst and Thompson, 1999:257:261;
Krugman, 1996:61). Even Castells accepts that labour mobility is largely restricted
to professionals and, in particularly, scientists, though he does assert that while

labour may not move towards capital, the opposite does occur (Castells, 1998:93).

The more moderately sceptical are less obsessed with the notions that history is
repeating itself, or that the modern phenomenon is confined to the triad of Europe,
Japan, and the US. Instead they question the proposition of hyperglobalists, that
globalisation exerts a physical, material force on either individuals or the state
(Hirst, 1997:410; Hobson and Ramesh, 2002:7). Indeed, the use of globalisation
as an explanatory tool, or to legitimate decisions, does not mean that globalisation
is in fact the cause (or inhibitor) of policy decisions (Castles, 2004:46; Hay and
Rosamond, 2002:148-149; Held and McGrew, 2003:5; Hirst, 1997:424). Hay and
Rosamond go further, suggesting that the increased use of the ‘rhetoric of
globalisation’ to legitimate unpalatable economic or social policies has clouded the
role globalisation is in reality actually playing (Hay and Rosamond, 2002:148). As
such, “it is important to differentiate between: the effects of globalisation itself; the
effects of having internalised popular constructions of globalisation; and the
strategic and disingenuous appeal to globalisation as a convenient justification for
unpalatable reforms” (Hay and Rosamond, 2002:150). It is, according to Hay and
Rosamond, impossible to tell whether events that are consistent with the
globalisation thesis are a product of this very force, rather than the
fear/acceptance of it. They cite the example of corporate tax, which advocates of
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the globalisation thesis insist needs to be low in order to avoid capital flight. When
governments lower corporate tax and see no capital flight it seems to confirm the
globalisation thesis, though there is no proof whether this is the real cause, rather
than merely the ‘hegemonic delusion’ of globalisation being the cause (Hay and
Rosamond, 2002:150). However, Hay contends, no state seems willing to ‘call the
bluff’; to maintain high levels of corporate tax at the risk of such flight and
speculate that it may indeed be possible to retain the tax revenues without the

consequence of capital flight (Hay, 2002:204).

2.2.4: The Unstoppable force

Ultimately, the opinion held by such sceptics is that globalisation is what states
and individuals make of it. This stands in stark contrast to the views advanced by
those whom Held et al refer to as the hyperglobalists. These hyperglobalists insist
that globalisation has changed the world beyond recognition in a very short space
of time (Held et al, 1999:3) and represents the great transformation of our time
(Polanyi, cited by Munck, 2002:1). What Holton calls ‘globetalk’ has pervaded our
lives (Holton, 1998:1), fuelled by the phenomenal rise and improvement of
information technologies, technologies that have demolished (Wriston, 1993:117)
or stretched (Held et al, 1999:15) time and distance. As Giddens notes, knowledge
is no longer bound to the place where it is created, rather shared across the globe
(Giddens, 2002:12) and this has had a profound impact on the individual.
Globalisation influences everyday as well as world events (Giddens, 2002:4) and
consequently, the world can no longer be viewed with old assurances;
globalisation has begat a world that is more abstract and immaterial (Guehenno,
1995:9). This new world has, according to Giddens, restructured “the ways in
which we live, and in a very profound manner [...] by propelling us into a global
order that no one fully understands” (Giddens, 2002:4-7).

Hyperglobalists contend that individuals are perfectly aware that ‘something is out
there’ (Held et al, 1999:6) and are beginning to understand that the “fate of all
parts of the globe is somehow bound together more intensely than before through
the ties of interdependence and the interpenetration of economic, political, and
cultural relationships across existing borders” (Holton, 1998:1). This awareness
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has begun, Giddens suggests, to make a mockery of tradition, with even the most
recognisable institutions — the family, Church, community, and the state - seeming
less concrete (Giddens, 2000:4:45:51; Legget, 2010:55-56). Even the role of the
citizen, traditionally that of worker (Finlayson, 2007:42), has changed with the birth
of the ‘global citizen’, consumer of global products (Ohmae, 1990:18:22). The
intertwining of neo-liberalism, to the extent that Munck defines globalisation as “the
worldwide application of laissez-faire principles” (Munck, 2002:175) has, through
the “diffusion of consumerist ideology” (Held et al, 1999:4), further supplanted

tradition.

For hyperglobalists, globalisation has also effectively ‘destroyed geography’ by
removing the borders that have traditionally separated nations (Munck, 2002:4;
Ohmae, 1990:18-19; Wriston, 1993:122). These boundaries have found
themselves: redundant in the face of the global economy (Ohmae, 1995:3-4);
meaningless as a consequence of the weightless nature of the informational
economy (Hudson and Lowe, 2009:34); and blurred by information itself (Ohmae,
1990:18-19). Where once the precious guarding and expansion of national borders
was necessitated by the centrality of natural resources to economic success, the
global economy pays scant heed to such resources (Ohmae, 1990:11). Guehenno
cites the example of the electronic component, which he insists is the symbol of
the new age. Within this component, the “raw materials represent less than 1%”
and as such, to be successful one no longer need to be master of a material
producing territory (Guehenno, 1995:8), which has led to what Munck terms a
deterritorialisation of the world (Munck, 2002:4). Wriston cites a further example,
that of declarations at the airport customs desk. Where once wealth was bound
together with resources and as such, nation states felt it was necessary to ask
whether passengers had ‘anything to declare’. Wriston suggests that in terms of
the global economy, the value of physical belongings pale into insignificance in
comparison to the knowledge and ideas of the skilled participants of the
knowledge economy (Wriston, 1993:217). More and more the notion that actors in
the global economy will have to, when stopped at customs, echo Wilde’s
supposed declaration of possessing nothing but their genius (Ransome, 1912:64),

is becoming a reality. However, as Ohmae points out, while stopping the
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movement of individuals is still possible, preventing their ideas from crossing the

increasingly porous borders is not (Ohmae, 1995:4).

For those such as Wriston and Ohmae, all maps may as well be thrown away as
“the new world financial market is not a geographical location to be found on a
map, but rather more than two hundred thousand electronic monitors in trading
rooms all over the world” (Wriston, 1993:126). Ohmae suggests that to talk of
nation states is foolish within what he insists we must call the global economy
(1990; 1995). Indeed, Ohmae questions how we can possibly believe that the
nation state has somehow survived as the most important aspects of a functioning
economy. He notes that investment, industry, information technology, and
individual consumers are all now globally mobile, paying little heed to the archaic

national borders that once contained them (Ohmae, 1995:3-4).

Even in the arena of trade, both Wriston and Ohmae dismiss the role of the state
with Wriston insisting that to talk of international trade is to employ an obsolete
term insisting that “technology has made us a global community in the literal sense
of the word. Capital will go where it is wanted and stay where it is treated well. It
will flee from manipulation or onerous regulation of its value or use and no
sovereign power can restrain it long” (Wriston, 1993:126). Even those dominant
companies that seem to wear their nationalism on their sleeve cannot be held as
champions of the national economy (Ohmae, 1995:13). Where once (1953) the
U.S Secretary of Defense and former CEO of General Motors was able to proclaim
that “what was good for our country was good for General Motors and vice-versa”
(cited in Reich, 1992:48), the notion of a national company is now outdated.
Ohmae highlights the case of IBM Japan, which is based in Japan, staffed by a
Japanese workforce, pays tax to the Japanese government, but its equity holders
are American, and asks the question: “is IBM Japan a Japanese or American

company” (Ohmae, 1990:8).

The deterritorialisation of the world, the disintegration of national borders, and the
birth of the global citizen, a consumer of global products owned by multinational
companies trading in the global economy, has profound implications,
hyperglobalists opine, for the nation state (Giddens, 2002:8; Guehenno, 1995:12;
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Munck, 2002:3; Ohmae, 1995; Wriston, 1993:117). The dilemma facing the state is
not singular, though globalisation lies at the heart of each individual threat to the
state. For Wriston the demise of the national company and rise of the global
knowledge economy not only changes the nature of the work we do and the way
we do it, but also our view of sovereignty (Wriston, 1993:117). As the global
economy follows its own logic and develops its own webs of interest, which rarely
duplicate the historical borders between nations (Ohmae, 1990:190), Munck
suggests that national competitiveness has lost its purchase and the very notion of

the nation state is drawn into question (Munck, 2002:3).

Munck is not alone amongst the hyperglobalists who question the state’s
legitimacy in a global economy. For Guehenno the state has historically shown
itself to “be ill-equipped to collect taxes and manage expenses” (Guehenno,
1995:12), which is central to success in the global economy. Furthermore,
Guehenno believes that the state is too remote to manage the problems of our
daily life yet too constrained to confront the global problems that affect us and has
become little more than an outdated ‘straightjacket’ (Guehenno, 1995:12-13).
While Ohmae sees the state as a generally benign ‘nostalgic fiction’ that, “in terms
of the global economy, has become little more than a bit actor” (Ohmae, 1995:12),
others question whether an institution that is so inept in supporting economic
success (Guehenno, 1995:12) and unable to truly adopt a social democratic
approach, which is seen by hyperglobalists as untenable in the global economy
(Held et al, 1999:4), has been stripped of legitimacy to such an extent that it has or
should cease to exist (Guehenno, 1995:12-13; Munck, 2002:3; Wriston,
1993:117). Whether the growth of global governance, dominated as it is by
national interests (Weiss, 1999:59) is seen as a facilitator of this disintegration or a
bar to it largely depends on whether you ask a hyperglobalist or those whome
Held calls the transformationalists. Suffice to say, the sceptics have long-since

dismissed the notion that such governance exists (Hirst and Thompson, 1999:60).

2.2.5: The (global) voice of reason?

It is to these transformationalists we now turn. As Giddens notes the majority of

‘globalisation scholars’ find themselves closer to the hyperglobalist position than
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the sceptics’ standpoint (Giddens, 2002:9). Ohmae’s discussion of the global
economy marked by more porous borders and the prominence of transnational
companies, is indeed adopted by a range of transformationalists authors (Giddens,
2002; Held et al, 1999; Hudson and Lowe, 2009), though assimilated into more
moderate perspectives on the role of the nation state. Most of these commentators
believe that some element of control has been surrendered to the forces of

globalisation, though there is little consensus on how much control has been lost.

At the heart of the transformationalists’ stance on globalisation is a belief that it “is
not only an economic transformation of the world but involves the reprogramming
of many aspects of social and political life” (Hudson and Lowe, 2009:35). As both
Giddens and Hudson and Lowe point out, this in itself brings the
transformationalists position to rest much closer to the hyperglobalist position than
that of the sceptics (Giddens, 2002:9; Hudson and Lowe, 2009:35). It is indeed the
firm belief of transformationalists that globalisation is the “central driving force
behind the rapid social, political, and economic changes that are reshaping
modern societies and our world order (Held et al, 1999:7). Giddens proclaims that
“‘we are all internationalists now” (Giddens, 2000:123), due in large part to what
Held et al refer to as the “stretching of social, political, and economic activities
across frontiers such that events, decisions, and activities in one region of the
world can come to have significance for individuals and communities in distant
regions of the globe” (Held et al, 1999:15).

Unlike both the hyperglobalists and sceptics however, transformationalists make
no bold claims about the future trajectory of globalisation believing it is flexible, to
be moulded and as such, whatever effect it has, is not yet ‘set in stone’ (Held et al,
1999:7). Giddens for one, is profoundly optimistic, believing that globalisation
offers the opportunity to secure social democracy and fight truly global vices such
as global poverty (Giddens, 2000:124:131), insisting that economic globalisation
has been a success (Giddens, 2000:124). Transformationalists insist that central
to globalisation is the expanding role of world trade, a process that sees global
financial markets operating at staggering levels in real time (Armstrong, 1998:463;
Drezner, 2001:75; Evans, 1997:67; Giddens, 1998:30), which they do concede

creates new political pressures on governments where trade is directly linked to
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levels of unemployment and associated with more labour market risk (Hays,
2009:10).

Refuting the type of claims that were presented by sceptics such as Hirst and
Thompson, transformationalists argue that economic globalisation is a reality and
not merely a continuation of previous trends and that trade is much more open
than has ever been seen before (Giddens, 1998:30). Indeed it is the opinion of
some that, rather than being “an exchange of goods between domestic productive
systems, trade is increasingly a flow of goods within production networks that are
organised globally rather than nationally” (Evans, 1997:66). Such a fixation on
trade rates or the comparisons between trade rates are, according to Held et al,
irrelevant anyway (Held et al, 1999:11). They contend that this is because such
statistics do not tell the full story, being unable to encapsulate what the “social,
political, and economical impact” of late 19" century trade (Held et al,
1999:11).Transformationalists are also at lengths to stress that globalisation
cannot merely be considered in economic terms, but as the “transformation of time
and space in our lives” (Giddens, 1998:30). We have already seen this referred to
as a stretching of activities, however Held et al go further, noting how globalisation
not only stretches, but also intensifies, speeds up, and increases the impact of
events that are experienced by both the state and the individual (Held et al,
1999:15-16).

2.2.6: Globalisation and the Nation-State

If by embracing the notion of globalisation as a ‘game-changer sets the
transformationalists apart from the sceptics, it is with regards their view of the
nation state that transformationalists stand furthest away from the hyperglobalists
(Giddens, 2000:122). As mentioned, transformationalists do concede that
globalisation does create political pressures on governments where trade is
directly linked to levels of unemployment and associated with more labour market
risk (Hays, 2009:10). This is not the only challenge that transformationalists accept
the nation state faces as a consequence of globalisation. However, crucially, for
transformationalists, Nation states remain the most important agents on the

international scene, not because of their power as an economic entity per se, but
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rather due to what Giddens terms a ‘generic power’ (Giddens, 2000:122; Prior and
Sykes, 2001:205). Giddens accepts that sovereignty has begun to change a little
due to globalisation from below (Giddens, 2000:123), but rejects the idea that
successive moves away from national sovereignty “restricts the policy options of
member states leaving them less able to cope with global competition” (Leibfried
and Pierson, 1995:3). Indeed, if anything, the redistribution of power within states
(Sassen, 2009:48) has been facilitated in order to keep pace with globalisation
(Hudson and Lowe, 2009:24), while retaining a sense of the nation state.
Furthermore, while sceptics such as Holton, believe that sovereignty is flowing
towards the EU, WTO, and World Bank (Holton, 1998:82), the transformationalists
position is that institutions such as the WTO are “weak and are increasingly relying

on the consent and support of nation states” (Cable, 1995:51).

This is not to say that the pressures of the global economy are not being felt by
nation states, quite the contrary. Indeed transformationalists concede that
boundaries are being broken down (Armstrong, 1998:461) or becoming fuzzier
(Giddens, 1998:32), with Giddens accepting Ohmae’s example of the Catalan
trading region as being one that transcends the nation state (Giddens, 1998:32).
Trade, which is central to the ‘new’ globalisation that transformationalists believe is
changing the world (Armstrong, 1998:463; Drezner, 2001:75; Evans, 1997:67;
Giddens, 1998:30) is placing pressure on nation states, forcing them to respond.
However the response comes from within nation states, reflecting their own
institutions and, as Hudson and Lowe argue, “their own cultural histories” (Hudson
and Lowe, 2009:35). The state is not eclipsed by the simple fact that it is becoming
more dependent on trade (Evans, 1997:67), rather a process of adjustment is
occurring, one that has prompted a more activist state in some ways (Held et al,
1999:9). Indeed Giddens suggests that the role of the state has actually expanded
with the rise of globalisation, creating new possibilities, especially with regards its

role in shaping regional identities (Giddens, 1998:31-32).

For Hudson and Lowe, the “central paradox of globalisation is that it
simultaneously creates a convergent economic order while nation states are
compelled to redefine their role and purpose in the faces of these new challenges”
(Hudson and Lowe, 2009:24). While the economic role of the state has begun to
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change, maybe even as Cable argues, decline (Cable, 1995:38), other aspects of
the state have definitely expanded. Not only is the state involved in regulation of
the global economy (Holton, 1998:83), Hays insists that the “continued integration
of national markets and growth of the global economy depend on domestic
political support” (Hays, 2009:150). With this need comes the scope for expansion
of the state’s role suggests Sassen, and maybe even the possibility of a trade off
between the state’s support of the global economy, for its right to pursue a social
democratic programme of social provision (Sassen, 2009:51-52). It is possible
then, that as Hudson and Lowe suggest, the “network society has, paradoxically,

strengthened the nation state” (Hudson and Lowe, 2009:26).

2.2.7: Globalisation and the welfare state

Sassen’s speculation that nation states may be able to use their centrality to the
new global economy does, as she freely admits, run contrary to the “typical view of
the state today as somewhat powerless in economic matters” (Sassen, 2009:53).
Indeed, even amongst transformationalists, there is a sense that the downward
pressure of the global economy pulls away some of the power that nation states
used to possess, especially those that underlay Keynesian economics (Giddens,
1998:31; Sassen, 2009:36). For Cerny and Evans, in the wake of the 1970’s
economic decline (covered in the previous chapter), competitive policies began to
rise to the top of the agenda, which in turn has seen social policy find itself
subservient to the economy (Cerny and Evans, 2003:20). They insist that the
prevailing logic that developed throughout the Thatcher years and is still present
today, sees “actors in a competition state seeking to make the domestic economy
more prosperous and competitive, while accepting the loss of key traditional social
and economic state functions” (Cerny and Evans, 1999:1). Largely through a
process of ‘hollowing out’ (discussed later) and embedding financial orthodoxy,
Cerny and Evans insist that the state is being qualitatively disempowered and
stripped of legitimacy, to the point where the state can no longer perform the
generic functions mentioned earlier (Cerny and Evans, 1999:1-3). The key focus of
the state has thus become the controlling of inflation (Cerny and Evans, 1999:10-
11).
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For Pierson, the global economy can potentially catalyse a downward spiral of
social provision (Pierson, 1995:452) towards what Kilhner summarises as “lowest
common denominator social policies” (Kuhner, 2007). This race to the bottom,
sees welfare states “progressively dismantle themselves so that they can compete
on more equal terms with economies where labour costs are much lower” (Gray,
1998:92). For Cerny, it is the nature of competition in the changing world
environment that searches for effectiveness (Cerny, 1999:199) necessitating that
“big spenders reconsider the generosity of their social provision [...] and move
towards reforms designed to make their welfare systems leaner, meaner, and
more residual in character” (Castles, 2004:74). In reality, the race to the bottom is
dismissed by most authors, aided somewhat by the fact that statistics have failed
to highlight such a trend. While countries such as the UK have seen the
emergence of a “more contract-orientated, post-industrial, less egalitarian, and
more workfare form of social provision” (Hudson and Lowe, 2009:25), they have
not seen a convergence towards lowest common denominator social policies
(Castles, 2004:45; Drezner, 2001:75; Hays, 2009:128). Indeed, quite the opposite
has happened, with the UK reaching a social expenditure of 21% as a proportion
of GDP in 1998, compared to 8% of GDP in the 1960’s (Castles, 2004:25). Even
with regards more nuanced arguments that speculate about a race to the middle
(Hays, 2009:128), or a ‘downwards harmonisation’ towards a European model
(within Europe only) (see Castles, 2004:74; Prior and Sykes, 2002:198), the reality
is that convergence towards a single point has not occurred on many of the
dimensions that can be measured (for example, see Castles, 2004; Horsfall, 2009;
Hudson and Kuhner, 2009).

This lack of convergence is, according to Drezner, a consequence of the fact that
the extent of policy convergence is determined by the states’ ability to cooperate
and their ability to agree on norms of governance (Drezner, 2001:78). Quite
simply, “even as pressures generated by global phenomena increase, they are
likely to be viewed through the lens of domestic policy” (Ellison and Pierson,
2003:4), which on a global scale results in a variety of different state, market, and
family relationships, contained within national boundaries (Esping-Andersen,
1990:26). Indeed, countries “viewing globalisation through their own domestic
lens” (Ellison and Pierson, 2003:4) has led to a what Prior and Sykes see as a
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range of nationally flavoured responses to globalisation (Prior and Sykes,
2001:205). The UK is not alone in responding in its own fashion; while the UK
approached the late 1980’s economic pressures with what Esping-Andersen terms
‘its liberal tendencies’ (Esping-Anderson, 1990:26), moving towards workfare
principles (Jessop, 2002:248), marked by means-testing and welfare qualification
(Pierson, 1994:49), commentators have highlighted how other countries shaped
their reactions in the context of their institutional histories. Germany for example,
faced with increasing pressure being exerted on wage rates and labour costs,
which created unprecedented unemployment rates (Daly, 2001:83-85) responded
by introducing a slight increase in tax and social insurance contributions from
employees along with higher unemployment spending (Daly, 2001:83-85). This
higher spending was aimed at providing an ‘exit strategy’ for individuals from the
labour market, and was criticised for being passive, thus fostering a sense of
welfare before work (Alcock and Craig, 2001:163-166). Likewise Sweden, facing
similar economic pressures to those being experienced in both the UK and
Germany sought to tackle this problem in an altogether different manner. Here, a
programme of ‘active social expenditure’ was favoured, featuring a combination of
job creation, and education and skills schemes often aimed at the young and long-
term unemployed (Kosonen, 2001:157; Salonen, 2001:156; Sgdersten, 2004:
155).

At the heart of these variations lie domestic factors such as institutions, path-
dependency, the values of the electorate, and the ideology of decision makers
(Hudson and Lowe, 2009; Prior and Sykes, 2001). Institutions are particularly
important within the policy process, “establishing the ‘rules of the game’ for all
political struggles” (Pierson, 1994:31) and it can be convincingly argued that the
welfare state has become intertwined with the institutional fabric of British politics,
and as such, become extremely resilient, even in the face of profound exogenous
change (Ellison, 2006:5; Peters, 2003:41). Pierson goes as far as to imply that the
conservative nature of institutions, coupled with the depth to which the welfare
state is embedded into many UK institutions, has brought the welfare state to
represent the status quo, which not only means that decisions are generally
considered within such a context, but non-decisions also favour the welfare state
(Pierson, 1996:173). From a position of such institutional stability and normality,
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the welfare state has become entrenched within the hearts and minds of the
British people (Peters, 2003:41), effectively creating a constituency of its own,
consisting of enormous levels of public support (Pierson, 1996:174) and maybe
even dependency (Bartholomew, 2004:33-34:332-333; Thatcher, 1993:8:626-627).
With so many having a stake in the survival of the welfare state, even the most
ardent supporters of retrenchment find that existing commitments are hard to
reverse, and politically provide an increasing return of support when followed
(Giddens, 1998:115; Pierson, 1996:173-174).

As Hudson and Lowe suggest, decision makers are constrained by the prevailing
ideological paradigm (Hudson and Lowe, 2004:34), yet the previous chapter has
already outlined that a sizeable shift did occur at the dawn of the 1980s. Such a
shift may be explained by what Peters et al call “punctuated equilibrium”, which
sees the relatively stable status quo undergo quite sizeable shifts due to moments
of severe crisis (Peters et al, 2005:1289). However, even when such windows of
opportunity present themselves, the emerging paradigm is shaped by the existing
institutions, policies and voter expectations (Peters et al, 2005:1289-1290).
Indeed, as Hudson and Lowe point out, the shift from Keynesian to post-
Keynesian economics was largely facilitated by the Civil Service (Hudson and
Lowe, 2004:34).

When considering the demise of the welfare state and the role that globalisation
has played in this process, it is also worth considering Therborn’s belief that a true
welfare state is one that spends more on welfare than other purposes (Therborn,
cited in Castles, 2004:31). To follow this criterion denotes that only Germany and
Denmark from within the OECD had ever managed to achieve this by the mid
1980’s (Castles, 2004:31). By 1998 fourteen OECD countries had achieved
Therborn’s welfare state status (Castles, 2004:31). True welfare state ascension
came not in the ‘golden years’ of the 1960’s, rather in the ‘crisis years’ of the
1980’s and 1990’s (Castles, 2004:31). Castles appears to be correct in asserting
that there has been no ‘race to the bottom’ (Castles, 2004:21), with global
convergence, if it exists at all, being limited to ‘types’ (Castles, 2004:21) of the kind
classified by Esping-Andersen (1990). This convergence is not towards a
retrenched welfare state, instead a “steady state welfare state” (Castles,
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2004:168), which is squeezed in spending terms both from the top, and from the
bottom (Castles, 2004:168). What is even more interesting is that social spending
has occurred within a context of decreased total expenditure, which suggests that
non-social expenditure has been downsized in order to maintain the privileged

position of social policies (Castles, 2004:35).

As we have seen, the emerging epoch is one where competitive rhetoric and
workfare principles are fused with an expansion of welfare, through regulation of
programmes such as a minimum wage and maternity benefits. This has led some
to characterise this epoch as ‘paradoxical’ (Ellison and Pierson, 2003:11).
Rosenau observes that “diverse and contradictory forces have been unleashed
that can be summarised in the clash between globalisation, centralisation, and
integration on one hand, and localisation, decentralisation, and fragmentation on
the other hand” (Rosenau, 2002:70), a clash Rosenau calls ‘fragmegration’
(Rosenau, 2002:70). It is also possible that we are merely witnessing welfare
states moving beyond their traditional growth trajectories (Castles, 2004:169).
Castles uses Hinrich’s simile of social security systems being, like ‘elephants on
the move’, to suggest, “when they are young they stampede ahead, but when they
mature they generally move more slowly. Irrespective of age, turning them around
involves much energy and no little persuasive power” (Castles, 2004:22; Hinrichs,
2001:79).

2.2.8: If not a welfare state, then what?

There is then, little consensus about whether the welfare state has begun to die
and whether such a death has been catalysed by the process of globalisation.
However, an increasing number of authors have suggested that the departure in
principles from those of Beveridge, the epochal shifts in policy between Attlee,
Thatcher, and Blair, combined with the decline of the industrial economy must
prompt a re-evaluation of the welfare state. If we simply define, as Therborn
suggests, a welfare state to be one that dedicates over half of its expenditure
towards social provision (Castles, 2006: 234), such a re-appraisal may not be

necessary. If we take Lowe’s belief that a “welfare state is a society in which
government is expected to provide, and does provide, for all its citizens not only
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social security, but a range of other services at a standard well above the barest
minimum” (Lowe, 1993:14), it could be argued that no such welfare state has
existed in the UK. If however, one is to focus on the centrality of Keynesian
economics, the (Fordist) industrial economy, the pursuit of full employment, and
the principles of universality and a national minimum (as Cerny and Evans, (1999),
Hudson and Lowe (2009), and Jessop (2002) suggest such elements are central
to the traditional welfare state), the label ‘welfare state’ may no longer be
adequate. Indeed, as we will see, perhaps no ‘one-size-fits-all’ label will ever do

justice to the range of systems of social provision present on planet Earth.

While Burrows and Loader still talk of a welfare state, their notion of a post-Fordist
welfare state is one that reflects the profound changes in the fields of technology,
communications, industry, and ultimately, the economy (Burrows and Loader,
1994:1; Hudson, 2003:269; Warhurst, 2008:72). In what they deem a crude yet
reasonably accurate analysis, the traditional welfare state was built upon the
Fordist principles and process of “mass production, mass consumption, modernist
cultural forms and the mass public provision of welfare” (Burrows and Loader,
1994:1), whereas the post-Fordist welfare state is “characterised by an emerging
coalition between flexible production, differentiated and segmented consumption
patterns, post-modernist cultural forms and a restructured welfare state” (Burrows
and Loader, 1994:1). While globalisation is undoubtedly an important factor and
has indeed played an important role in precipitating such changes, for Burrows
and Loader the crucial separation has been between the ways in which the state
has been able to guarantee the economic and social conditions required for capital
accumulation (Burrows and Loader, 1994:1). Where once this was achieved as
part of a cycle of mass-production and mass-consumption (Jessop, 1994:15;
Pierson, 1998:60), which in turn engendered mass solidarity (MacGregor,
2003:62), the rise of the service industry and knowledge economy has rendered
such Fordist methods obsolete (Jessop, 2000:97) and possibly seen the rise of
what MacGregor calls narrow mutuality (MacGregor, 2003:62). For Pierson, this
has necessitated a series of structural adjustments “designed to make social
policy more consonant with a quite new international political economy” (Pierson,
1998:59), without creating substantial problems for the functioning of the welfare
state (Pierson, 1998:59).
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One particular weakness of the idea of a post-Fordist welfare state is that there is
no real consensus on what has substantively changed within the welfare state.
Most accept the advent of a post-Fordist industrial economy, " however little is
advanced as to what this new post-Fordist welfare state is about, what principles
underlie this welfare state and how they truly differ from before. The processes
may have changed, but in terms of welfare provision, the post-Fordism thesis
offers few tangible differences from what has gone before, except to suggest that
owing to the changes to how capital can be accumulated, the needs of the
economy may no longer be subservient to the welfare needs of citizens (Burrows
and Loader, 1994:1; Hudson and Lowe, 2009:54-55; Jessop, 2002:152; Pierson,
1998:61). Thus they argue, the post-Fordist welfare state is likely to be both leaner
and meaner (MacGregor, 2003:62) than the industrial welfare state. It is important
to note however, that while Burrows and Loader propose that the emerging post-
Fordist era marks a new epoch (Burrows and Loader, 1994:1), there is still a place

for what can be defined as a welfare state.

The attachment to the welfare state label is however sundered by Jessop who,
building upon the post-Fordist debate, advances an alternative characterisation of
state action. This Schumpeterian competition state is concerned with maintaining
a competitive advantage in the realm of capital accumulation (Hudson and Lowe,
2009:55; Jessop, 1994:24; 1999:9; 2000:175; 2002:119-120; Pierson, 1998:61). It
is, according to Jessop, Schumpeterian “insofar as it tries to promote permanent
innovation and flexibility in relatively open economies by intervening on the supply-
side and to strengthen as far as possible their structural and systemic
competitiveness” (Jessop, 1999:9).

However, the shift from Keynesian economics towards Schumpeterian economics
is not limited to macro-economic policies related to competition; the nature of the
economic shift has for Jessop, profound implications for welfare delivery,
encompassing what is delivered, how it is delivered, and by what it is delivered
(Hudson and Lowe, 2009:55; Jessop, 1994:24-25). Over time Jessop has

" Though see Harris and Macdonald, 2000, who argue that the post-Fordist thesis is over-simplistic and
misses many of the constants that exist within both the Fordist and post-Fordist time-periods.
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developed the notion of a Schumpeterian Workfare Post-National Regime (SWPR)
to explain how the post-Fordist epoch and the shift towards Schumpeterian
economics has pervaded every aspect of what he refers to as the KWS (see table

2.1 for a summary).

This SWPR differs significantly from the traditional welfare state in its
Schumpeterian economics (as detailed above), but also in its pursuit of a more
workfare approach (Hudson and Lowe, 2009: 55; Jessop, 1994:24-25; Jessop,
2000:173; Jessop, 2002:152-153; Pierson, 1998:61). This transition is again
evidence of a shift from Keynes to Schumpeter, in this case with regards to a
(Keynesian) welfare model based on the rights of worker-citizens to welfare,
towards a (Schumpeterian) model whereby workers are obliged to support
themselves as much as possible. Furthermore, within the Schumpeterian model
innovation in the form of supply-side flexibility, rather than demand management,
is seen as key to economic prosperity in the long run (Jessop, 2000:174). In this
respect and in a departure from Keynesianism, the social wage becomes a cost of
production and in the drive to create and maintain a competitive advantage; such a
cost being subject to downward pressure (Jessop, 2002:157; Pierson, 1998:61).
This stands alongside the abandonment of full-employment commitments and an
increasing desire for a more effective workforce. Central then to the SWPR is this
shift from welfare to workfare, which Jessop opines is associated with a change in
societal values, identities, and society’s relationship with the concepts of welfare

and social democracy (Jessop, 2000:176-177).

The post-Fordist shift from mass-solidarity to narrow mutuality (MacGregor,
2003:62) has been reflected in the abandonment of class-based redistributive
politics (Jessop, 2000:176-177) which has, in the UK, allowed the expression of
‘traditional liberal work ethic norms’ (Esping-Andersen, 1990:26) that continue to
distinguish between the ‘deserving’ and ‘undeserving’ poor (Alcock and Craig,
2001:33-34). This subordination of social policy to the demands of labour market
flexibility and structural competitiveness has profound implications for social policy.
Jessop states that whilst the KWS tried to extend the social rights of citizens, the
SWPR is “concerned to provide welfare services that benefit business and thereby
demote individual needs to second place” (Jessop, 1999:355). As we saw in the
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previous chapter, authors such as Clarke (2005), Lee (2008), and Lister (1998;
2007) have suggested that such a workfare approach marks a clear departure
from social democratic values and the centrality of workfare to the New Labour

project is possibly the strongest form of support for Jessop’s claims.

Table 2.1: Comparison of the Keynesian Welfare State and the Schumpeterian Workfare
Post-national Regime

Keynesian Welfare National State Schumpeterian Workfare Post-national
Regime

Keynesian [ ¢ Full employment Schumpeterian | ¢  Innovation and

e Closed economy competitiveness

e Demand management e Open economy

e Supply-side
policies

Welfare o Welfare right Workfare e Social Policy

subordinated to
economic policy

e Downward
pressure on social

wage
e Attacks on welfare
rights

National e Primacy of national Post-national | e Hollowing out of
scale the state

State e Mixed economy Regime ¢ Increased role of

e State intervention to governance

correct market failures mechanisms to

correct market and
state failures

e Staterole in
metagovernance

Source: Adapted from Hudson and Lowe, (2009:55); Jessop, (2002:252)

Interestingly, it is not merely the policy approach that Jessop believes has shifted
with the transition towards a post-Fordist epoch; the SWPR is marked also by the
changing role of the state. Indeed Jessop insists that to talk of the state, especially
in terms of the welfare (or workfare) state hides the fact that the state is losing its
primacy in the policy process (Jessop, 2000:175). Welfare/workfare and the wider
economy are no longer contained within the national territorial state. To this end
Jessop echoes the assertions of Ohmae? that the knowledge based economy has
rendered such economic borders obsolete (Jessop, 2002:98) and that we should

now think of such issues as being post-national, as opposed to the economic and

2 .
Covered earlier
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social policies of the KWS, which saw decisions taken at the national level
(Jessop, 2000:172-174). The state has, for Jessop, not only ceased to provide the
territorial boundaries for such policy decisions, it has also undergone a ‘hollowing
out’ (Jessop, 2002:235).

This hollowing out, which is discussed in more detail later, has seen policy
decisions and sometimes delivery, shift from the traditional nation state, to sub-
national, regional, and supranational forms of governance (Rhodes, 1997:53-54)
and further underlines Jessop’s belief that such action cannot be considered either
national or state-led (Jessop, 2002:235). Furthermore, not only has the unitary
state seen the translocation of certain powers to both regional and supranational
bodies, there has also been an increasing role in what both Jessop (2002) and
Rhodes (1997) call governance for non-state actors such as quasi-governmental
agencies, private corporations, and the voluntary sector (Jessop, 2002:51-53;
Rhodes, 1997:53-54). All of this means that the generic functions of the welfare
state have not only changed in becoming more Schumpeterian in their workfare
nature, they are also being formulated by a network or regime that extends beyond
the direct control of the state (Jessop, 1994:24-27; 1999:354; 2000:175; 2002:252-
253).

The idea that the KWS has undergone such a profound transition under the four
dimensions of the SWPR is rather radical. Crucially however, even in what must
surely be regarded as a thesis that implies a paradigm shift in welfare policy,
Jessop does not abandon all hope for the state. Indeed, he highlights certain
circumstances in which state action increases, such as the arena of what he calls
metagovernance (Jessop, 2002:211). Jessop is also at pains to point out that the
neo-liberal SWPR is not the only form of SWPR that can be theoretically
conceived (Jessop, 2000:177-179). Hudson and Lowe even characterise the
SWPR as less a break from welfare traditions and more a “new way of reconciling
the demands for social policies that meet the needs of citizens with economic

policies that meet the needs of the capitalist class” (Hudson and Lowe, 2009:54).

Moreover, for all Jessop’s insistence that we should now talk of a workfare regime
rather than a welfare state, he concedes that the SWPR often promotes
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decommodification rather than commodification® (Jessop, 2000:179). With
decommodification being a central tenet of the welfare state (Esping-Andersen,
1990:21-22; 37) it could be argued that such processes are evidence of continuity
between the KWS and the SWPR. Indeed, Jessop himself acknowledges that
while many of his claims can be justified, the term SWPR is largely used for
heuristic purposes, to clarify the difference between what is Fordist and what is
post-Fordist (Jessop, 1994: 35; Jessop, 2002:255). There is in fact much
continuity between the KWS and the post-KWS epoch and in reality the
experiences of the post-KWS era will in many cases be less extreme than those
foretold in the articulation of Jessop’s SWPR (Jessop, 2002:255). It is worth
remembering that Jessop outlines a view of ideal-types that are not only
significantly different from each other, but that also contain much diversity within
(Jessop, 2000:181; 2002:255).

Perhaps one of the key difficulties with Jessop’s work is that for all its assertions
about the demise of the KWS and the suitability of the SWPR as a replacement
framework, he never really outlines how individual nations (or regimes for that
matter) fit into his theory. Jessop mentions that the US and Finland would pursue
the neo-liberal SWPR on the back of what he calls their transition from flawed
Fordism to post-Fordism (Jessop, 1994:35). He also highlights how East-Asian
countries are examples of arenas in which ‘pure’ Fordism has translated into ‘pure’
post-Fordism and as such, is a perfect arena for the development of the SWPR
(Jessop, 2002:255). However, on the whole he is ambiguous with regards what
form of the SWPR various countries are taking and offers little concrete evidence
that regions are becoming more important than nations. What is hard to discern
from a reading of Jessop is precisely which regions or regimes he is trying to
describe; it is unclear how a traditional nation state would move towards its SWPR

future and towards which ideal-type it would travel.

The key arguments: that the economy has become more Schumpeterian; welfare
policy has become more intertwined with workfare principles; that such policies are

formulated and delivered beyond the traditional state boundaries; and that this

* In what Jessop calls the SWPR’s Neo-Statist and Neo-Communitarian forms.
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policy direction and delivery comes less from a state and increasingly from a
regime, are advanced without specific reference to an ‘end-game’. Are all welfare
states undergoing this transition towards a form of SWPR and if so, which form? It
would be easy to assume that the downward pressures that Jessop discusses
would favour a neo-liberal form of the SWPR, however he insists that this is not
the sole incarnation of the SWPR. Even when he highlights countries like the US
that would naturally lend themselves to the neo-liberal model, his arguments are
qualified with caveats, which insist that the development of a neo-liberal SWPR is
not inevitable, rather reflects the political will and even then, processes of
decommodification will still continue (Jessop, 2000:182). To this end Jessop is
also insistent that limits to neo-liberal retrenchment are embedded within most
nations’ politics of representation (Jessop, 2002:151). With regards the UK,
Jessop questions whether a post-Fordist era can really exist given that in his
opinion, the UK at best experienced flawed Fordism (Jessop, 1994:35). This he
opines, is reflected in the flawed SWPR that will rise from the ashes of the flawed
KWS. An example Jessop highlights is Major’s use of workfare principles as part
of his policy agenda, which he suggests was less a part of some grand plan to aid
competitiveness or labour market flexibility and instead, was largely motivated by a

moral revulsion towards the lazy (Jessop, 1994:34)

For Jessop, we do indeed live in a new epoch, profoundly changed by
technologies, globalisation, and also by citizens themselves (Jessop, 2000:176).
He is unambiguous in his claims about the nature of the economy, the importance
of new technologies and the rise of the knowledge economy and from this he
builds upon regulation theory (Jessop, 1988:159-160) to advance a theory of what
would ideally replace the traditional welfare state (Jessop, 1994; 1999; 2000;
2002). However, he doesn’t actually suggest that such transitions [from the KWS
to SWPR] have occurred and though he insists that evidence can be found to
justify such claims (Jessop, 2002:255), he doesn’t present it in any systematic
fashion. Jessop’s work seems to stop just short of detailing the end of the state
and in particular the welfare state, all but suggesting its death in most instances,
only to then talk of the former's important role in metagovernance (Jessop,

2002:242) and its retention of national sovereignty (Jessop, 1994:24), and with
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regards the welfare state, even the possible emergence of a welfare society
(Jessop, 2000:183).

It is then difficult to use Jessop’s own work to measure the salience of his claims.
However, many of his major assertions run parallel to a much more assertive
thesis, developed over the last twenty years by Phil Cerny and Mark Evans.
Where Jessop has sought to add to the broad understanding of political economy
from a primarily sociological perspective, the competition state thesis (CST) has
largely been informed by the political science literature (Hudson and Lowe,
2009:54). What has evolved over the past twenty years is a thesis that not only
continues to challenge the notion that the KWS still functions, but also advances
bold claims about the existence of a competition state in various countries. The
CST, which will be explored now, is a thesis that has kept pace with the changes
of the 21° century. It presents many policy problems and is ripe for empirical

exploration.
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2.3: The competition state thesis

2.3.1: Introduction

The competition state is interesting and important due not only to the bold claims it
makes, but also due to its ability to hold a privileged position in the political science
literature for twenty years, despite making such bold statements. Throughout
twenty years of debate, the authors have suggested that the very nature of social
policy has changed to the degree that it is now serving a different master in the
form of the economy rather than the citizenry. Many of the core assertions of the
competition state hint at profound implications for social policy, even suggesting
that social policy is not fully under the control of the state and as such, merit
further exploration. Herein lies a crucial problem however; the competition state,

like the welfare state, is not a solid entity with a straightforward definition.

The thesis evolved as a tool to understand the changes wrought by globalisation
and the responses to the global economy. It is marked by policy approaches,
methods of delivery, institutions, rhetoric and importantly, changes, which are
often subtle. It is then difficult to develop a clear picture of the competition state,
what exactly is this leviathan that has replaced the welfare state? This section
explores in detail the core assertions and key features of the competition state with
the ultimate aim of outlining a clear and structured form of the competition state
that can be analysed and empirically tested. Only then can we move beyond a
theoretical discussion of the effects of the competition state and begin to measure

such effects.

The first in a series of questions that must be addressed is: what is the competition
state? This is quickly followed by: how is the competition state thesis (CST)
different from other theories such as the SWPR? What has brought about the ‘rise
of the competition state’? What are the implications of the competition state? And
finally: can we rigorously test the assertions of the competition state thesis?
Exploring the competition state literature does not bring us to a definitive answer to
this first and most basic of questions, as the competition state is many things.
Cerny and Evans seemingly answer the first question by stating that “the
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competition state is the successor to the welfare state, incorporating many of its
features but reshaping them, sometimes quite drastically to fit a globalizing world”
(Cerny and Evans 2003:24). This of course tells us that the competition state is
thought to exist at the same level or scale as the welfare state, though as there is
little consensus as to how one defines the welfare state, this definition is not
entirely illuminating. It helps then to look at what Cerny and Evans believe has
changed with regards the welfare state, to highlight the difference between the
features of a welfare state and a competition state and question exactly why these

changes have occurred.

2.3.2: The good old days?

The previous chapter looked at how the ideals behind the welfare state have
changed over the last sixty years, however the CST suggests that much more than
the principles underlying the welfare state have changed. For Cerny and Evans,
there is a clear difference between not only the welfare state of thirty years ago
and the competition state of today, but also such differences can be witnessed
with regards the very nature of the economy, the structure of the state, and
ultimately, the very purpose of the state. They opine that prior to the rise of the
competition state the economy was deployed very much as the servant of the
state (Cerny and Evans, 2003:20), a tool in its arsenal to support its pursuit of the
general well being of its citizens (Cerny and Evans, 1999:27). The general
consensus, built around what Cerny has often referred to as a sense of
gemeinschaft, was that the state should ensure that social policies, which served
to decommodify its citizens, were not affected by the peaks and troughs of the
economy (Cerny and Evans, 1999:3). To meet this end, the state was able to
adopt the type of Keynesian approach highlighted in the previous chapter, and
ultimately, insulate social policy from the externalities of the global economy
(Cerny and Evans, 1999:4-5). In essence, the economy was at this stage national
in scale (Cerny, 1997: 258-259; Cerny and Evans, 2003:24; 2004:52), serving to
promote domestic prosperity, which it managed by taking up the slack of
inefficiency, while ensuring that the national markets that prospered after the war
were able to remain relatively closed and thus insulate domestic business from
international competition (Cerny, 1997:259; Cerny and Evans, 2003:24; 2004:52).
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That the state was able to do this was a testament to a range of factors, namely
the size and structure of the state, which was large (Cerny and Evans, 2004:51),
powerful and extremely hierarchical (Cerny, 1995:5-7; Cerny and Evans, 1999:5;
Cerny and Evans, 2004:51). Most importantly however, was the degree of
legitimacy granted to the state, borne out of a sense of gemeinschaft, which was
fostered by the very fact that social policy was debated on the basis of ethics and
voter choices (Cerny and Evans, 2003:20), and remained autonomous from
economic policy (Hudson and Lowe, 2004:44). This support, granted through the
bonds of civil-association (Cerny and Evans, 1999:2), legitimised programmes of
state intervention and redistribution (Cerny 1997: 261; Cerny and Evans, 1999:4-5;
2004:52), regardless of whether they were profligate or caused inflation (Cerny
and Evans, 2003:20; 2004:52). Inflation could be tolerated and indeed it was seen
as a necessary consequence of the pursuit of full employment (Cerny and Evans,
1999:6; 2004:52).

A final factor in the success of the state in achieving what Cerny and Evans refer
to as its generic functions® (Cerny and Evans, 1999:1-2) was ultimately the
success of the domestic economy itself. The embedded liberal orthodoxy that
emerged (Cerny, 1997:259; Cerny, 2010b:129 Cerny and Evans, 2004:53), which
allowed social policy to remain largely autonomous from the economy (Cerny and
Evans, 2003:20:24), did so in a time when unemployment remained low and the
domestic economy enjoyed prosperity (Hudson and Lowe, 2009:46). The 1970s
saw an end to this period however (Hudson and Lowe, 2009:46), and as a
consequence, Cerny and Evans argue that the walls of legitimacy that
safeguarded the Keynesian approach were brought crashing down (Cerny and
Evans, 2003:23; 2004:52).

2.3.3: The Party’s over

That the post war boom was over could be in no doubt; the 1970s had seen a

worldwide oil crisis compound domestic market failures, which had in turn led to

* Stabilising the national polity, promoting the domestic economy in the public interest, promoting wider
public interest, and social justice (Cerny and Evans, 1999:1-2)
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the ‘winter of discontent’ (Hudson and Lowe, 2009:47-47); whilst inflation
continued almost unchecked, the economy was seen as increasingly stagnant
and, as Hudson and Lowe note, unemployment had pushed through the
“psychologically important ‘one million mark™ (Hudson and Lowe, 2009:47). It is
important to note that it took a serious, ten-year failure of the market to uproot the
liberal consensus that was so deeply embedded not only in the structures of the
state, but also in the ‘hearts and minds’ of the citizens (Cerny, 1997:259; Cerny
and Evans, 2004:53). Cerny and Evans point to what was seen as a failure of
Keynesian economics to correct the failures of the 1970’s market as pivotal in
ushering in the final days of the welfare state and the first days of the competition
state (Cerny, 2008:14). General economic downturn was not of course unheard of,
but the Keynesian belief that the economy would prove to be cyclical and that the
negative implications of downturn could be mitigated by the state was sundered by
the cycle of decline in which the economy seemed to be stuck (Cerny and Evans,

2003:19; 2004:52).

The market was not only stagnant, it also found itself suffering the implications of
increased inflation and this stagflation (Cerny, 2008:20; Cerny and Evans, 1999:6:
2004:51), coupled with rising unemployment, undermined the very legitimacy of
the national programme, based on intervention within a Keynesian model (Cerny
and Evans, 1999:3; 2003:23; 2004:52). It became apparent that the state could not
- at least indefinitely - insulate the economy from either domestic or international
complications, while taking up the slack of inflation and inefficiency (Cerny,
1997:262; Cerny and Evans, 1999:5; 2003:4-5; 2004:52). Moreover, the state
appeared increasingly overloaded (Cerny, 2008:39), locked into what Cerny and
Evans call a lame duck syndrome’, whereby the state found itself in a perpetual
cycle, which saw it taking responsibility for an ever-increasing range of
unprofitable aspects of the market (Cerny and Evans, 2003:25). This was
compounded by what Sir Keith Joseph termed the ‘ratcheting up’ of welfare
expenditure (Cerny, 2008:20; Cerny and Evans, 2003:24).

Ultimately, during the early 1970s, the failures of the market prompted further
expansion of the state, which in turn prompted more failure. We saw in the
previous chapter how Thatcher felt that the state had become too big in ideological
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terms, however with regards its economic role, the lame duck state found itself
simply servicing debt through successive governments, while at the same time
expanding its frontiers. This of course enabled critics on the right who were
already suggesting that the era of big government had bred laziness as well as
inefficiency (Evans, 1997:55; Thatcher, 1993:8), to proclaim that the Keynesian
method for managing the economy could no longer protect citizens form its own
inefficiency (Cerny, 2008:14; Cerny and Evans, 1999:5). Such arguments were
lent credence when in the late seventies, the IMF was called upon to assist with

The UK’s balance of payments (BoP) crisis (Hudson and Lowe, 2009:49).

The implications of such market failure were, at face value, that theresources that
were desperately needed for investment were propping up the burgeoning state
(Cerny and Evans, 2003:24-25; 2004:52). Furthermore, as Cerny and Evans
summarise, market failure saw the cost of capital rise, inflation spiral out of control,
and prompted a genuine crisis regarding the BoP (Cerny, 2008:10; Cerny and
Evans, 1999:5; 2003:25; 2004:52). The main implication of the market crisis was
however, that the embedded liberal consensus began to splinter as the legitimacy
of big government eroded (Cerny and Evans, 2003:23; 2004:52), to the extent that
‘big government’ was beginning to be viewed as the problem and not the solution®
(Cerny and Evans, 2003:21; 2004:52). Importantly it was not just the legitimacy
borne out of the assumed wisdom of Keynesian economics that had started to
wither; rather the presupposed contract between citizens and the state was being
torn up, as the civil association bonded by gemeinschaft was replaced by what
Cerny calls the enterprise association®, marked by relationships more akin to
gesellschaft’ (Cerny, 1997:255). For Cerny This shift away from mutualistic bonds
of gemeinschaft reflects the increasingly global nature of the domestic crisis
(Cerny, 2008:239). Indeed for both Cerny and Evans, the role of globalisation and
international trade was not limited to the domestic sphere. While serving to
undermine the state’s ability to insulate domestic industry and ultimately
undermining the precepts of the national economy (Cerny and Evans, 2003:20;

> A phrase coined by Ronald Regan

% The terms civil association and enterprise association were originally coined by Oakshott (1976) (Cerny,
1997:255)

7 See Tonnies (1887) or Christenson (1984) for a comprehensive discussion of distinction between the terms
gemeinschaft and gesellschaft
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2004:52), globalisation was also seen to atomise individuals, or at least free them
from the bonds of civil association, which until that point had held people together
in pursuit of a general well-being within the territorial borders of the UK (Cerny,
1995:10; 1997:255). Globalisation shattered those borders however, primarily in
terms of international trade, which in the face of a crippled domestic economy was

playing an increasingly prominent role (Cerny and Evans, 1999:9).

Cerny and Evans find themselves amongst those who believe that globalisation is
the main challenge facing governments (Cerny, 1997:251-253; Cerny and Evans,
1999:1), a process that is hard, if not impossible to reverse (Cerny, 1997:269;
Cerny and Evans, 2004:51). For Cerny, who can reasonably be placed at the
globalist end of the transformationalist school of thought, globalisation not only
changes much, it affects such changes in its own self-interest, thus begetting
further globalisation, which ensures that it cannot be rolled back (Cerny, 1997:251;
2008:39; Cerny and Evans, 2004:51:60). Every time policy makers take a
decision, and increasingly when non-decisions are made (Pierson, 1994:162;
1996:173; 2001:437), the grip of globalisation is tightened, increasing the
likelihood that future decisions that foster globalisation will be taken. This is an
important issue that we will return to soon, along with a discussion of the role state
actors have played in the embracing of globalisation. However it is first important
to highlight what Cerny and Evans see as the key implications of globalisation and

how this fits with their competition state thesis.

2.3.4: New Realities?

Hyperglobalists or those such as Cerny and Evans who can be placed at the
hyperglobalist pole of transformationalism, insist that market failure helped shape
a new paradigm. For them, the primary response to market failure was the
acceptance by much of the policy making elite of new ‘realities’ about what the
state could and should do, and who was best placed to deliver many of the
traditional state services. Whether such realities were forced upon governments,
or whether they were willingly accepted is both a contested and ultimately moot
point. Castles for example suggests that the market failure of the 1970s, rather

than representing a crisis for the welfare state, simply provided an opportunity for
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opponents of the welfare state to undermine it from a position of political cover
(Castles, 2004:46; see also Hay, 2004:44; Pierson, 2001:99). As Radcliffe notes
however, the assumption that new realities had to be faced is as important as the
process that was purported to have necessitated such realities (Radcliffe,
2010:125). In short, for those who accept the general thrust of the competition
state thesis it doesn’t matter whether globalisation and the failure of the domestic
market did necessitate the abandonment of previously held truths. They posit that
the embracing of new ‘realities’ by state and non-state actors established the new
‘realities’ as the rules of the political and economic game. What had been decided
was that the state should be smaller, efficient, and importantly, competitive on the
world stage (Cerny, 1997:259; 2008:25; 2010a:17; Cerny and Evans, 2003:25;
2004:61; Evans, 2010:104).

Regardless of how these new realities and practices came to be accepted, those
who argue that they were indeed accepted insist that they mandated the pursuit of
new financial goals and ultimately represented a new financial paradigm in which
state action could exist. The fundamental shift was the establishment of a new
doctrine, one that placed market success at the heart of government policy (Cerny
and Evans, 2003:20; Evans, 2010:102; Taylor, 2010:41) and abandoned the prior
commitment to privileging the domestic over the international (Cerny, 2000:448).
This doctrine was enshrined within the embedding of a financial orthodoxy (Cerny,
1997: 259; Cerny and Evans, 1999:6; 2003:21; 2004:51), which established the
commitment to prioritising the needs of the economy over the general welfare
requirements of the citizenry (Cerny and Evans, 1999:9). Central to the new
orthodoxy was an emerging ethos, if not of austerity, at least one of prudence
(Cerny, 2008:22; Cerny and Evans, 1999:8:17; 2003:23). It was this very need for
prudence that gave birth both to Gordon Brown’s tag as the ‘lron Chancellor
(Driver and Martell, 1998:76; 2006:79; Fielding, 2003:155) and his broad fiscal
framework (Cerny and Evans, 1999:17; 2003:28-29), which included a code for
fiscal stability (Cerny and Evans, 2004:55; HM Treasury, 1998).

The pursuit of “prudent, pre-determined, balanced budgets” (Eatwell, 1998:85)
necessitated tackling the twin issues of inflation (Cerny, 1997:270; 2008:20; Cerny
and Evans, 1999:6; 2003:20-21:25; 2004:53:61) and inefficiency (Cerny, 2008:22;
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2010a:17; Cerny and Evans, 2003:21; 2004:56). Inflation, which was once seen as
a palatable by-product of an inefficient national economy became the primary
focus of governments (Cerny and Evans, 2003:25; Evans, 2010:101) and, Cerny
and Evans posit, the competition state (Cerny and Evans, 1999:6; 2003:25).
Indeed the task of controlling inflation can be seen as the key battleground for
governments in their bids to adapt to the new realities of the global economy. In
particular, the need to prevent capital flight was used by policy entrepreneurs to
justify an economic approach that conformed to “the anti-inflationary norms of the
international financial markets” (Cerny and Evans, 2003:25). Tackling inflation not
only required that “monetary policy was privileged over fiscal policy” (Cerny and
Evans, 2003:25), but that the broader issue of inefficiency was broached.
Inefficiency was not simply considered in the narrow terms of departmental
‘slippage’ or waste however (Cerny, 2008:22; Cerny, 2010b:144); key actors not
only believed that the large unwieldy state — however well intentioned - was too big
to be efficient, but that the priorities of the state had reached the stage where they
almost ensured waste, inefficiency, and ultimately, huge deficits (Cerny and
Evans, 2003:25; Evans, 2010:104).

Perhaps the biggest and for some, most unpalatable of the new ‘realities’ was that
politics and economics could not stop at the water’s edge. Efficiency could not be
achieved with introspective national policies and it was deemed necessary to
reduce the barriers to international trade, in order to maintain a competitive
advantage in the global market (Cerny, 1995:12; 2008:18; 2010a:17; Cerny and
Evans, 2003:21-23). Political actors were particularly concerned with ensuring that
the domestic economy was not “disadvantaged in terms of investment behaviour
in international markets” (Cerny and Evans, 1999:17). Cerny has suggested that in
embracing the global nature of the financial markets, by reducing barriers to
international trade, states and state actors have played an important role in
hastening the spread of globalisation (Cerny, 1997:269; Cerny, 2008:34), or as
Radcliffe opines, “locking in globalisation” (Radcliffe, 2010:25).

With the pursuit of a competitive advantage in the international markets becoming
an increasingly pivotal goal for the state, and the emerging consensus within the
political elite holding that this could not be achieved by a large unwieldy state
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focusing on macro-level policy, major changes were deemed necessary. In
particular, the focus of intervention was abruptly shifted from the macro, to the
micro-level (Cerny, 2008:10; Cerny and Evans, 1999:8:21), embodied in the
development of what Cerny and Evans term pro-competitive micro-industrial policy
(Cerny and Evans, 1999:21). Whilst private enterprise was indeed central to plans
for a more competitive economy under both Thatcher and Blair (Glyn and Wood,
2001:63; Lee, 2008:28; Thatcher, 1993:32; 677-680; Winter and Connolly,
1996:30), the state obviously had a role to play. Often however this was a
facilitating role, investing in innovation, science and research, supporting small
and medium enterprises, entering into public/private partnerships (PPP), and

promoting competition (Cerny and Evans, 1999:21-23).

Ultimately the belief became that governments should, wherever possible, simply
get out of the way (Cerny et al, 2005:17). This prompted not just a reliance on
business, especially private enterprise, but also led to both deregulation and the
inevitable privatisation. Indeed, Cerny and Evans speak of a general marketisation
of the UK, for which they have coined the phrase UK Plc (Cerny, 1997:259; Cerny
and Evans, 1999:17: 2003:23; 2004:451; Evans, 2010:96) to reflect the degree to
which the state was being run like a business both in terms of its methods and
desired goals (Cerny, 1997:259; 2008:10; 2010a). Gone suggest Cerny and Evans
was the commitment to the general well being of the citizenry, replaced by the
prioritising of the economy and as a consequence, gone also was the hierarchical
bureaucracy (Cerny and Evans, 1999:8)%. For Cerny and Evans, the importance of
the competitive advantage was and remains at the centre of every decision taken
by policy makers, reinforcing the fundamental shift that had turned the ethos of
and very reason for the state on its head (Cerny and Evans, 1999:25).

The commitment to a low-spending, business-like, competition-promoting, state,
one which existed in the global market place not only pervaded those who found
themselves amongst the policy making elite in the late 1970s and early 1980s. In
reality a neo-liberal consensus had been accepted, initially by the Thatcher

governments (and Regan governments abroad), but eventually by state and non-

¥ The shift from top-down government to multi-layered governance will be returned to in detail
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state actors across both the political spectrum and the geographical map (Cerny,
2008:11; 2010b:136; Cerny and Evans, 2003:21:26; 2004:53:55:60; Cerny et al,
2005:19). It was this neo-liberal consensus, marked by an embedded financial
orthodoxy, which not only paved the way for the rise of the competition state, but
also formed some of its core features (Cerny, 1997:251:264:266; 2008:16). The
neo-liberal orthodoxy or competition state had become both the engine room and
steering mechanism for globalisation (Evans and Lunt, 2010:1) and at the heart of
the competition state, as its core institution or ordering mechanism, lay the market
(Cerny, 2008:10; Cerny, 2010b:134).

The neo-liberal approach is well documented. In order to meet both financial
imperatives and ideologically rooted beliefs, neo-liberal orthodoxy held dear the
ideals of low-spending, limited intervention, and of course, low taxes (Cerny,
1997:259; 2008:21-22; 2010a:17; Cerny and Evans, 2003:21:25; 2004:61; Evans,
2010:104). Cerny and Evans, who have historically held that the neo-liberal model
represents the orthodox competition state, are keen to stress that such policy
goals are a by-product of the constant search for the competitive advantage
(Cerny, 1997:259; 2008:10:25; 2010a:17; Cerny and Evans, 2003:25; 2004:51:61).
To this end reducing expenditure and especially waste (Cerny, 2008:22;
2010a:17), is a pivotal task for the competition state (Cerny, 1997:259). It is only
by doing so, opines Cerny, that a state can avoid ‘crowding out’ private investment
(Cerny, 1997:259). The primary goal of the competition state (controlling inflation
in the pursuit of a competitive advantage in the global financial markets) often
necessitates the removal of government from the market. A reduction in state
intervention, as with a reduction in spending, paves the way for increased private
enterprise, which is central to running the state on business lines, thus making the
domestic economy more competitive and in turn, more prosperous. Likewise,
competition states concerned with economic performance, seek to incentivise
entrepreneurial behaviour and private enterprise, which is most easily achieved
through the tax system (Cerny and Evans, 1999:22). Cerny and Evans
demonstrate how corporate tax has been manipulated by New Labour, who
reduced the National Insurance contribution and rate of tax required from small
and medium enterprises, in an attempt to encourage risk-taking in the market

(Cerny and Evans, 1999:22). For Cerny and Evans then, the neo-liberal
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consensus is marked by an agreement between those who have ideological
reasons for favouring a policy approach that is more austere, with those who
simply see economic growth as the key social policy (Cerny, 2010a:7; 2010b:135;
Cerny and Evans, 2004:55).

The pursuit of the competitive advantage and the neo-liberal direction such a
pursuit has taken conjures the image of the state leviathan streamlining in some
race to the bottom in terms of expenditure and general involvement. Indeed the
rolling back of the state was a key priority of Thatcher's governments and while
huge programmes of both deregulation and privatisation were pursued (Cerny and
Evans, 1999:3; 2003:25-26; Evans, 2010:98; Hudson and Lowe, 2009:49;
Thatcher, 1993:32; 677-680; Winter and Connolly, 1996:30), competition is difficult
to achieve simply through passive measures. Both deregulation and privatisation
are important steps in the development of a competitive economy, with Conway et
al suggesting “regulation is perhaps the most pervasive form of state intervention,
potentially too intrusive, possibly affecting productive efficiency and a corporation’s
ability to compete” (Conway et al, 2005:4). In particular, Cerny and Evans point to
the deregulation and flexibilisation of the financial markets under both the Tory and
New Labour governments (Cerny and Evans, 1999:10), alongside the privatisation
of public services under the Tories, and the rise of PPPs under New Labour, as
key processes in the embedding of the competition state (Cerny and Evans,
1999:10:23). However, as both Cerny and Jessop highlight, the pursuit of pure
economic competition is both an active and perpetual process (Cerny, 2010a:7;
Jessop, 2002:119:123) and while Cerny and Evans maintain that the many
traditional functions of the state have withered away, the promotion of competition
is one arena in which the state remains active (Cerny, 2000:450; Cerny and
Evans: 2000:10; Taylor, 2010:46). In particular, Cerny is keen to point out that
competition does not occur naturally and that to assume that neo-liberalism is built
upon laissez-faire ideals is incorrect (Cerny, 2010a:7). Rather the circumstances
needed to facilitate competition require substantial state involvement (Cerny,
2010a:7; Cerny and Evans, 1999:17) and in reality while we may think of the
invisible hand of the market as ensuring economic prosperity, the sleight of the
invisible hand is that it masks the once noticeable state, which is still working away
to maintain the competitive advantage. Indeed for Cerny and Evans, one of the
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central features of the competition state is the way in which regulation as a
concept has been turned on its head, from the restrictive market regulation to the
pro-competitive regulation of the competition state (Cerny, 2008:3:10; 2010b:134;
Cerny and Evans, 1999:3:9).

Adjusting to the new realities wrought by globalisation has been a big undertaking,
one that has seen the flexibilisation of state apparatus as well as restructuring of
the mechanisms for policy formulation and delivery. This has disempowered some
actors, institutions, and maybe even the state, while privileging others, most
notably creating a new policy making elite. Examples at the organisational level
include, the different roles that have been adopted by central banks all over the
world (Cerny and Evans, 1999:9:17), with the relinquishing of powers to the Bank
of England being seen as one of the most profound acts of competition state
conformation imaginable (Cerny and Evans, 1999:9; 2003:28)°. Much of this has
been seen to lock in not just the neo-liberal competition state but also globalisation
as a process (Cerny, 1997:264-266; 2008:16), with Cerny implying that the two are
locked in a symbiotic and mutually entrenching relationship (Cerny, 2008:2;
2010a:17; Radcliffe, 2010:125). The tendency however is to overstate the
economic changes precipitated by the rise of globalisation and by focusing on the
centrality of tackling inflation and maintaining the competitive advantage, one can
neglect the role of people and ideas. Indeed, Castles, Hay, and Pierson have
suggested that it is people rather than inalienable power of globalisation and
subsequent market failure that rendered the Keynesian approach obsolete
(Castles, 2004:46; Hay, 2004:44; Pierson, 2001:99), which provokes the question,
is the competition state testament to the triumph of neo-liberalism, or the success
of neo-liberals?

2.3.5: More than a matter of economics
Cerny and Evans readily accept the role played by individuals and ideas in the

embedding of neo-liberalism, or the rise of the competition state (Cerny, 2000:448;
2008:32; Cerny and Evans, 1999:i; 2004:51; Cerny et al, 2005:12). Indeed it is the

? The qualitative disempowering of the state will be discussed in more detail at a later stage.
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very acceptance by the policy-making elite that has ensured the success and
longevity of the competition state project. They suggest that the rise of the
competition state is not merely a manifestation of the economic by-products of
globalisation; instead it is the embodiment of the acceptance of such new realities
and the adoption of policy and rhetoric that serves the very needs of the
competition state (Cerny, 1997:251; 2008:32; Cerny and Evans, 2004:51:61).
Central to this have been people and their ideas (Cerny, 2000:448; 2008:32;
Cerny and Evans, 1999;1; 2004:51; Lunt, 2010:24). Cerny highlights the fact that it
is not actually nations that compete, rather actors (Cerny, 2008:23) and this
perhaps explains why a policymaking elite so bound to pro-competitive policies
and strategies that served the needs of the competition state emerged (Cerny and
Evans, 2003:39). The needs of the competition state were very much their own
and again we can ask, did neo-liberalism come to dominate, or simply neo-
liberals? Both Cerny and Evans insist that it has been through policy
entrepreneurship that agents have rejected redistribution and “sought to capture
the benefits of globalisation [...] in order to reshape their political coalitions and
prospects of power” (Cerny and Evans, 2003:21; see also Cerny, 1997:251;
Evans, 2010:101). They have actively participated in the expansion of international
business for with business’ success, comes their own (Cerny, 2008:32). It is the
fact that the interests of the competition state, globalisation, and the new policy
making-elite are not only complementary, but also reinforcing of one-another,
which ‘locks in’ the effects of globalisation, entrenches the competition state, and
privileges the entrepreneurial elite (Cerny, 1997:251; 2008:32; Cerny and Evans,
2004:51:61).

The locking in of the competition state has only occurred -indeed could only have
any chance of occurring- with the aid of self-interested actors who have played
both economic and political roles (Cerny, 2000:448; 2008:34; Cerny et al,
2005:19). Earlier, the role of Sir Keith Joseph was discussed and Cerny and
Evans draw parallels to the role of Gordon Brown, who was influential in shaping
New Labour Policy (Cerny and Evans, 2004:56), while Evans has speculated on
the importance of David Cameron in shaping the future of the competition state
(Evans, 2010:110). It is actors such as these who have accepted either the limits
of redistribution, the importance of globalisation, the need for economic prudence,
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or in Cameron’s case, the value of tempering the harsh realities of the New Right
(Cerny, 2000:448; Cerny and Evans, 2004:60; Evans, 2010:110). Such
acceptance being of course the first step towards the persuasion of others,
ultimately affecting a shift in party politics (Cerny, 1997:260; Cerny and Evans,
1999:9; 2004:61). In the UK this began with the adoption of an ideology of
marketisation (Cerny and Evans, 2003:21), which fused the language of austerity
with the language of opportunity. Once the feared outsider, globalisation was
arguably softened by those who stood to gain most from it and possibly quite
altruistically believed that the many stood to gain also, and the rhetoric of
globalisation with a human face become all the more frequent (Cerny, 2000:450;
Cerny and Evans, 1999:28; 2003:40; Evans, 2010:96:102). This represented not
only a huge task within political parties, with Blair, Brown, and Mandelson and
Thatcher and Joseph in essence recasting their parties’ ideologies (Cerny and
Evans, 1999:11-13), but also a huge public task. As mentioned earlier, the
redistributive nature of politics was publicly popular and thus entrenched and while
some of the legitimacy of the big state project may have withered with the
perceived failure of Keynes (Cerny, 2008:10), no such legitimacy had been
established for the competition state project. Cerny has suggested that
globalisation created a more “complex consumer society” (Cerny, 1995:10), which
saw the sense of gemeinschaft upon which the legitimacy of the big state and the
principles of redistribution were built and sustained break down (Cerny, 2008:10).
Others such as MacGregor echo Cerny’s analysis of a withering solidarity
(MacGregor, 2003:62), suggesting that the breakdown of mass production in
society has indeed atomised society and what we witness now, rather than a
sense of gemeinschaft, is a more opportunistic gesellschaft (Cerny, 1997:255)10.
This sense of gesellschaft, being induced by globalisation, has, according to not
just Cerny, but also Lunt (2010:26), Soderberg (2010:77), and Radcliffe
(2010:121), been fostered globally and it is upon this phenomenon that actors
have sought to construct a sense of legitimacy for the competition state project
(Lunt, 2010:27).

1% See Christenson (1984) for a comprehensive discussion of the differences between gemeinschaft and
gesellschaft as principles according to Toennies.
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The first tentative attempts to legitimise a programme that, whether inevitable or
not, challenged many of the entrenched and publicly popular collectivist and
redistributive policies, revolved around the successful marketing of the competition
state as a national programme (Evans, 2010:102). What Lunt has labelled the
“‘battle for the hearts and minds” (Evans, 2010:102) concerning the competition
state, utilised a sense of patriotism that seems paradoxical when one considers
the international implications'! of the competition state. The creation of the image
a British competition state, one built around the idea of a young Britain competing
against the rest of the world involved no little razzmatazz and a quite a substantial
amount of misdirection. A Blair government that happily rode the tide of ‘cool-
Britannia’? (Cerny and Evans, 2004:55), which had swept the UK throughout the
mid-nineties, presented popular policies such as lower taxation as central to a
patriotic national programme (Cerny, 2008:21). The impressive sleight-of-hand
involved was that somehow, actors managed to present support of an open,
competitive global market, as a support for an almost closed Britain, akin to what
was found in the 1970s (Lunt, 2010:28). Lunt goes further, suggesting that the
British, Kiwi, and Irish competition states (Lunt, 2010:29) managed to mask what
can be seen as a decline of solidarity or march towards gesellschaft and instead

foster an image of togetherness and gemeinschaft (Lunt, 2010:28).

The patriotic competition state project was not however simply just a mirage;
Cerny highlights the pivotal role played by lowering taxation in establishing a
baseline of legitimacy (Cerny, 2008:21). More importantly however is the
investment in skills and the investment in human capital (Cerny, 1997:271). When
Cerny and Evans draw the distinction between the competition state mark one and
the competition state mark two, they are not simply highlighting a more embedded
form of the competition state under New Labour, but also a more legitimate
competition state. The very fact that Cerny and Evans are able to even suggest
that the welfare state has been replaced by the competition state stands as a
testament to not only the new economic realities, but also the hard work of those

wishing to convince the citizenry of the existence and implications of those new

""" And indeed the implications for the nation state, which will be discussed shortly
"2 Which included a formal invite to Downing Street for Oasis, who were more than happy to roll with New
Labour’s New Britain
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‘realities’. Whether the welfare state has truly been replaced by the competition

state is however a matter of contention.

2.3.6: From the welfare state to the competition state

It follows that in a political environment that favours austerity, is wary of the public
sector, and fears the ill of idleness, the welfare state would find itself in peril. Cerny
and Evans insist that the days of welfare are gone (Cerny, 1995:14; Cerny and
Evans, 1999:10) and that as such the welfare state has died and that in its place is
the competition state (Cerny and Evans, 2003:24). Cerny and Evans insist that
what once was the welfare state has been so dramatically restructured along
market lines (Cerny, 1997:259; Cerny and Evans, 1999:17: 2003:23; 2004:451;
Evans, 2010:96) that it no longer serves the same purpose as upon its inception
(Cerny and Evans, 2003:39). It is not simply the providers of services or the
methods of provision that have altered; rather citizens are simply living “without the
kinds of public services and redistribution characteristic of welfare states” (Cerny
and Evans, 1999:10).

Cerny and Evans argue that this marketisation has pervaded all aspects of the
welfare state to the extent that social policy has been incorporated into the
economic orthodoxy of the competition state (Cerny and Evans, 1999:7; 2003:25).
The traditional welfare functions across not just traditionally liberal countries, but
also more corporatist countries (Cerny, 2008:14-15; Cerny and Evans, 1999:8),
have shrunk and have had to adapt to a more financially rigorous environment,
resulting in a downsized labour force, which seek to integrate wherever possible
into the private sector (Cerny and Evans, 1999:7). Such marketisation has been
achieved through the creation of internal markets, privatisation, the rise of new
public management, performance indicators, the contracting out of services, and
crucially, the adoption of more workfare principles (Cerny and Evans, 2003:19).
Indeed the commitment to workfare is crucial, because while all other features of
marketisation could, possibly, be pursued within a traditional ethos of welfarism,
the workfare approach fundamentally alters many of the underlying principles of

the welfare state.
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In the previous chapter the shift towards means testing and the more active role
for the welfare state were discussed in depth; for Cerny and Evans these are
symbolic of the shift from the welfare state to the competition state. Hay
summarise their main argument: “Whereas the welfare state’s principal priority
was the promotion of the welfare of its citizens [...] the competition state principal
strategy is one of marketisation in order to make activities located within the
national territory more competitive” (Hay, 2004:40). Cerny and Evans insist that
there is now no welfare state that seeks to decommodify citizens and as such, so
central is decommodification to the entire raison d'étre of the welfare state; there is
no welfare state whatsoever (Cerny and Evans, 2003:39). The principal approach
of the competition state is one that turns the ideals of the welfare state on its head
and seeks to marketise and commodify citizens (Cerny, 1995:15; 1997:266;
2010a:8) and as such, to accept the rise of the competition state is to accept the

decline of the welfare state.

Working Tax Credits, the New Deals, and Active Labour Market Programmes
(ALMPs) are for Cerny and Evans, examples of the shift from welfare to workfare,
from the welfare state to the competition state, in action (Cerny and Evans,
2003:30-38)". However, as covered earlier, central to New Labour’s assertion that
work is an integral form of welfare is the notion that it is inclusion in the workforce
that offers not only the quickest route out of poverty, but also the safest (Cerny
and Evans, 2003:37; Deacon, 2003:120; Ellison, 2006:84). It may be through this
very principle that New Labour can claim to reconcile the notion of a more
competitive nation with a more inclusive nation. Brown for example, insists “What
is good for the nation - inclusion in society through paid work - is also good for the
economy, which needs to utilise and develop the skills of the workforce if it is to
become a global competitor” (Brown, cited in Ellison, 2006: 95-96). Indeed even
Cerny and Evans accept that the WTC has reduced the tax bill of around one
million workers by around £20 per week, and that the CTC is equivalent to a 2.5%
tax cut for the average family (Cerny and Evans, 2003:38). It may be that citizens
are not yet living “without the kinds of public services and redistribution

characteristic of welfare states” (Cerny and Evans, 2003:10), however Hay

13 See the previous chapter for a discussion of WTCs, ALMPs, and the New Deals.
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supplies the answer, suggesting that for those who subscribe to the thesis, in a
competition state, welfare is merely a by-product of successful competition (Hay,
2004:40). The debate about whether New Labour’s approach is truly a rejection of
social democracy has been hosted earlier, what cannot be questioned is that
Cerny and Evans are able to point to a range of policies that seem, at least on the

face of things, to conform more to economic needs than welfare needs.

The risk of course is that welfare service may reach an irretrievable state, that
those who rely most on such services find themselves further and further from the
policy making elite, the elite that is so well served by policies that favour the
competition state. If welfare truly is a by-product of economic policies, there may
come a day when either welfare fails to be such a by-product, or the economy fails
to be successful. That surely is the logic of the competition state thesis, however
Cerny’s more recent work does suggest that even the competition state has a
place for and a role in the compensation of ‘losers’ (Cerny, 2010a:9). This
precipitates two important questions: first, what then is the difference between the
welfare state and the competition state if not the level of generosity at which losers
are compensated? And secondly, if such altruistic decisions are being made
contrary to the new economic realities of the competition state, what is to stop
other decisions being reversed? Ultimately, if the complex consumer society,
marked by a sense of atomisation and gesellschaft suddenly rediscovers its
solidarity, could the welfare state once again rise to prominence? For Cerny and
Evans the answer to the final question is quite simply no. Cerny repeatedly asserts
that the neo-liberal competition state is not only the orthodox model, but also the
unavoidable model (Cerny, 1997:266; 2008:16; Cerny and Evans, 1999:3:7; Cerny
et al, 2005:21-22). Other approaches may be highlighted but Cerny suggests that
they exist merely while the economic circumstances permit them (Cerny,
1997:251:263). This is in large due to the ‘locking in’ of globalisation, the pro-
competition state policy making elite, and ultimately, the competition state itself
(Cerny, 1997:251; 2008:2; 2010a:17; Cerny and Evans, 2004:58). Just as the
welfare state found itself woven into the fabric of many UK institutions, and indeed
society itself, to such an extent that it came to represent the status quo (Pierson,
1994:162; 1996:173; 2001:437), so now has the competition state (Cerny,
2010a:17).
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Shifts of the magnitude that the transition from welfare state to competition state
represents are not normally possible due to path dependency and institutional
‘lock-in’ (Hudson and Lowe, 2009:176:290; Pierson, 2001:411; Wood, 2001:407),
however such was the collapse of the 1970s and the failure of Keynesian
economics that a window opened, a moment of punctuated equilibrium occurred
(Hudson and Lowe, 2009:192), a moment where the ‘parameters of possibility’
shifted (Hudson and Lowe, 2009:57). It would, presumably, take such a moment to
facilitate a shift from the competition state towards its successor, or perhaps its

predecessor.

Whether ‘active’ and means tested policy approaches have come about due to the
ideological changes seen over the last thirty years, a belief that there is no
alternative to a mean, lean welfare state, or a genuine withering of support for the
welfare state due to an increasing sense of gesellschaft, is neither clear, nor,
ultimately, of great importance. What is important is that such changes have
occurred and that they have become ‘locked in’ (Cerny, 1997:264-266; 2008:16).
For Cerny and Evans, the fundamental shift in welfare provision centres on the
role of contracts. The underlying ideological changes and economic realities have
led in the first instance to the replacement of entitlements with contracts, often tied

to labour-force participation (Cerny and Evans, 2003:30).

The second use of contracts is seen in service provision, with many aspects of
traditional welfare being provided by a mix of state and non-state bodies (Cerny
and Evans, 1999:3). Cerny and Evans label this the post-welfare contracting state,
noting that provision has moved beyond its traditional attachment to welfare.
However the implication seems to be that we should talk of the Post Welfare
Contracting State (PWCS) not simply because of how services are delivered but
also because of the very services that are delivered. Indeed the contracting out of
services to NGOs, PPPs and even the private sector (Cerny and Evans, 1999:27)
suggests that Post Welfare Contracting Post state may be a more accurate label
to describe the replacement of not only welfare as a national priority or service, but
also the state as the key provider. Cerny and Evans, unlike Jessop, do stop short
of removing the state from their thesis, something that initially seems paradoxical.
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How can the state remain pertinent if it has been disempowered to such a degree
by globalisation that it cannot fulfil what Cerny and Evans refer to as its generic
functions™ (Cerny and Evans, 1999:1-2)? Moreover, if non-state actors and
organisations are at least delivering services (if not also formulating them), what

role does the state have?
2.3.7: The competition state and the nation state

Perhaps the greatest difference between Jessop’s SWPR and the CST is that
while Jessop insists that State is obsolete, the regime that replaces it still exerts
enough influence to pursue, should it wish, welfare objectives (Jessop, 2000:177-
179). He theorises that welfare would indeed be replaced by workfare, but neither
claims that this has happened, nor that this is the only option open to regimes
(Jessop, 1994:24-25; Jessop, 2000:173; Jessop, 2002:152-153). Cerny and Evans
on the other hand believe that while the state is being qualitatively disempowered
and stripped of legitimacy, to the point where the state can no longer perform the
generic functions mentioned earlier (Cerny and Evans, 1999:1-3), the demise of
the state is limited to its role in promoting and providing welfare services.
Ultimately Jessop insists that the state as a term is obsolete and rather we should
refer to regimes. He believes however that while the state has been replaced by a
regime, this transition has not entirely disempowered the state/regime with regards
welfare policy. This contrasts with Cerny and Evans who believe that the state
exists but has been disempowered to such an extent that, in the arena of welfare
policy, it cannot fulfil the functions synonymous with the nation state of the welfare

state era.

If the provision of welfare is such a central feature of the state, it is at first rather
difficult to understand how Cerny and Evans can be so adamant in their
convictions with regards the demise of the welfare state, while stopping short of
proclaiming the end of the nation state. Cerny suggest that the case of the state is
not as ‘black and white’ as the welfare state (Cerny, 1997:268); while public
opinion, actors, and most importantly, the economic realities of the competition

'* Which they define as stabilising the national polity, promoting the domestic economy in the public interest,
promoting wider public interest, and social justice.
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state do, he contends, render the welfare state obsolete (Cerny and Evans,
1999:8), contradictory forces supplied by those same individuals and processes
mean that while the state is disempowered in many arenas it is, sometimes
paradoxically, being strengthened in others (Cerny, 1997:258; 2008:24; 2010a:17,
Cerny and Evans, 1999:10; Taylor, 2010:46). There is, in short, “no simple decline
of the state” (Cerny and Evans, 1999:8). Even in states where the rise of
governance and infusion of transgovernmental networks has been most
ubiquitous, certain elements of the state have been strengthened (Cerny and
Evans, 2004:57).

For Cerny it is still pertinent to talk of states for three primary reasons: first, Cerny
believes that states retain their relevance due to their differentiated nature,
suggesting that states are “organisationally distinct from families, Churches,
classes, races, interest groups [...] economic institutions like firms or markets; and
indeed, from non-state political organisations such as pressure groups or social
movements and as such, the state stands on its own” (Cerny, 2010a:10). Second,
Cerny highlights that states are still the primary unit of analysis in any international
study. This opines Cerny, is because there is nothing ‘above’ states, there exists
“no international ‘state’ or authority structure that has the kind of legal, political,
social, economical, or cultural reality or claim to primacy that the state possesses”
(Cerny, 2010a:11); and finally as we shall soon discuss, the state has an important
role to play in fostering competition (Cerny, 2008:24; 2010a:17; Cerny and Evans,
1999:10).

The state cannot however continue to serve as a decommodifying institution
(Cerny and Evans, 1999:8) and has indeed become “residual not only in terms of
policy instruments but also the outcomes they entail” (Cerny and Evans, 1999:10).
Gone indeed are the days of welfare insists Cerny (Cerny, 1995:14) and gone also
is the legitimacy that supported such a state (Cerny, 1995:2; Cerny and Evans,
2003:25). However, if the competition state represents a triumph of neo-liberals,
forged from a new emerging legitimacy based around neo-liberalism, an
ideological transition, why then should the state be affected? Surely the neo-liberal
elite, having wrested control from the previous state masters would simply use the
state apparatus to suit their own ends. Indeed as we have covered briefly and will
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explore in a little more detail, that is what did in fact happen. However using the
state to meet neo-liberal ends, or more importantly to retain the competitive
advantage that is central to the global economy has frequently necessitated the
loosening of the state apparatus (Cerny, 1995:12; Cerny and Evans, 1999:25-26).
The rolling back of the state empowered many new networks and organisations
that exist sometimes beyond the fingertips of government (Cerny and Evans,
1999:26). This new governance represents almost a coalition of power built upon
the principle that we can simply fuse the efficiencies inherent with business and
the markets, with the legitimacy of elected officials (Cerny, 1995:12; 2008:26-27).
However, as Cerny highlights, the more that happens outside the state, the less

legitimate the state becomes (Cerny, 1995:2)

Perhaps the most obvious example of the combining of the ideological and
structural competition state comes with the ceding of power by New Labour to the
Bank of England (BoE). For Cerny and Evans, this is a fusion of not just financial
orthodoxy, but also flexibilisation of state apparatus and the development of
competitive micro-industrial policy (Cerny and Evans, 1999:19-21). Moreover, the
surrendering of power to the BoE is an example of the state not only “occupying
the norms of global finance, but also accepting and reinforcing the structural
autonomy and power of those agencies that guard such financial orthodoxy”
(Cerny and Evans, 1999:9). Whilst in itself this measure seems benign, it is one of
many that when collected represent the key challenges to the state. The issue
being that the restructuring Cerny and Evans insist was necessitated by and then
further precipitated the rise of the competition state, is subject to the same laws of
the policy process as all others. In particular it can become locked into the very
same types of path dependency that had, until the tipping point of the 1970s crisis
afforded actors a window in which to make profound changes, entrenched welfare
policy so deeply (Hudson and Lowe, 2009:176:290; Pierson, 2001:411; Wood,
2001:407).

With regards the BoE it may well be that as Held suggests, this was not a measure
enforced on New Labour (Held, 2001:394) by the irresistible nature of globalisation
and the global economy. For Cerny and Evans this is largely irrelevant, building as

they do upon institutionalist theory to insist that however this orthodoxy and
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openness comes about, a process of path-dependency, driven by increasing
returns, ensures this openness breeds even further openness (Cerny and Evans,
1999:19-21). For both Cerny and Evans, the genie is quite simply out of the bottle
(Cerny, 1997:251; 2008:2; 2010a:17; Cerny and Evans, 2004:58). The problem
then becomes that the initial decision to separate steering from rowing in order to
harness the positive aspects of the market results in more and more of the state’s
control being drawn to its finger tips and beyond, rendering states less able to act
as “strategic sites” (Cerny, 1997:270). Cerny highlights the increasing prevalence
of “political and economic structures that are frequently (though not always) more
transnational and multinational in scale (and therefore more significant) than the
state, have a greater impact on outcomes (i.e. may be more ‘Sovereign’) than the
state, and may permit actors to be decisionally autonomous of the state” (Cerny,
1995:1-2). Ultimately, the state becomes qualitatively disempowered by virtue of
its ‘hollowing out’ (Cerny, 2008:11; Cerny and Evans, 1999:26; 2004:59), which,
somewhat ironically, relied on constitutional reform to legalise such governance
from within the state’s own authority (Cerny and Evans, 1999:24-25; 2003:23;
Evans, 2010:99-100).

Whether the increasing shift towards governance as opposed to top down
Westminster style government has indeed served to hollow out the state is still a
matter of debate some twenty years after the notion was first broached. Rhodes
insists that the state is being hollowed in three ways. Firstly the state is hollowed
outwards through a process of privatisation, which limits the scope and forms of
public intervention. Secondly, the state is hollowed downwards through looser
delivery mechanisms, which remove the generic functions of the state to non-state
actors. And thirdly, upwards towards the European Union (EU) and the IMF
(Rhodes 1997:17:46:53-54). Indeed, as with globalisation, New Labour adopts the
rhetoric of governance, proclaiming that government has a critical supporting role

— not an interventionist role (DTl 1999:11).

New Labour's hope that the development of local networks and clusters will
produce regionally tailored policy (DTl 1999:42) is turned on its head by Rhodes
who opines: “as networks multiply so do doubts about the centre’s ability to
coordinate and plan” (Rhodes, 1997:54). Cerny and Evans go further, simply
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insisting, “networks resist central guidance (Cerny and Evans, 1999:26). There is a
belief that policy makers have begun to worry that they are losing control over their
ability to make and deliver policy (Woods, 2002:25). If Cerny and Evans are
correct in asserting that the control of inflation is the top priority for the New Labour
government (Cerny and Evans, 1999:17), to what extent have policy makers truly
felt in control of this priority since the decision to cede interest rates to the BoE
was made (Cerny and Evans, 1999:18-21)? Even Jessop believes that, whilst
retaining authority, the hollow state struggles to translate this into effective control
(Jessop, 2002:212). Sanger envisages a more alarming problem for the state, that
the qualitative loss of power is not accompanied by an equal loss of accountability,
which in turn can severely damage the perceived legitimacy of the state (Sanger,
2003:9).

There is a contrary belief amongst some who accept that governance has
replaced government, that this governance may be a very positive aspect of the
welfare state. Peters, for example, suggests that not only are networks more
humane, flexible and responsive to the needs of clients, than traditional
demeaning hierarchies (Peters, 2003:42), but also as opposed to the view of
Sanger, believes that networks hide the long arm of the state, insulating it from
public scrutiny (Peters, 2003:51-52). Jessop declares, “[lJike a hollow corporation
and its headquarters, the state maintains its core of power at the centre” (Jessop
2002:212). Cerny and Evans concede that the use of short-term contracts leaves
contractors open to political manipulation (Cerny and Evans 2000:18), and that
even the BoE has been careful to stick to their code of governance, so as not to
anger the government (Cerny and Evans 2000:19). In the literature there is even
an implication that decentralisation is a reward for those agencies that have been
successful in fostering economic success, alongside improved welfare delivery
(Ellison and Pierson, 2003:12).

The notion that governance improves welfare is seized by Giddens who suggests
that wider public partnerships have helped to create a welfare community
(Giddens, 2006:382-386). Peters highlights that the regulatory state is able to go
further than its predecessor by “effectively requiring the creation of new services
and benefits above those provided traditionally, and that examples of these;

85



maternity leave, childcare and a minimum wage, have been provided by private
action under state regulation” (Peters, 2003:45). Even Jessop, who accepts the
general demise of the Keynesian welfare state, insists that the emergent regime
has incorporated a range of ‘extra-economic’ factors such as the allocation of
resources for innovation (Jessop, 2002:122), and social policies that meet both the
needs of citizens and the demands of the capitalist class (Hudson and Lowe
2004:45). For such thinkers, “governance need not mean hollowing out,
partnerships can be seen as a further dispersal and penetration of the state”
(Newman, 2001:125), or as Kettl phrases it, “instead of privatising the public
sector, partnerships have governmentalised the private sector’ (Kettl, cited in
Sanger 2003:11).

Cerny and Evans however are most definitely from the school that believes
governance has lead to a hollowing out of the state, rejecting out of hand the
notion that “the contemporary restructuring of the state is aimed at maintaining its
generic functions” (Cerny and Evans, 1999:1-2). This makes Cerny’s insistence
that the state within the competition state “is not dead” (Cerny, 1997:268) all the
more puzzling. When one considers from Cerny and Evans’ perspective, that the
state has undergone a restructuring that has destroyed many of the bureaucratic
hierarchies in which its power rested along with much of its raison d'étre in terms
of welfare provision, combined with the increasing diffusion of transgovernmental
networks, the future and purpose of the state does indeed look bleak.
Furthermore, as Cerny highlights, in this global marketplace it is actors and firms

that compete, not nations (Cerny, 2008:5:33).

It would seem that the state had a role in providing welfare, firmly putting the state
into the welfare state, however as the competition state has rendered much if not
all of that prior input obsolete, what role could it possibly play in the competition
state? To accept Cerny and Evans’ main contentions, that the state has been
stripped of legitimacy (Cerny, 1995:2), undermined (Cerny and Evans, 1999:2;
2004:45), robbed of purpose (Cerny and Evans, 1999:8; 2004:59-60), and
disempowered (Cerny and Evans, 1999:2), all due to the unstoppable and
irreversible rise of globalisation and the new economic realities it entail