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Preface

In recent years there has been a remarkable growth in the number of nation
states that can reasonably be termed democratic (Schmitter and Schneider
2004). The fall of the Soviet empire not only made possible the emergence of
democratic forms of government among many (though not all) of its former
constituents, but also changed the approach of the US. When communist-
inspired movements were the main opposition to various anti-Communist
dictatorships around the world, the US often supported those dictatorships.
Lacking Soviet (and, for different reasons, Chinese) sustenance for opposition,
US foreign policy has at least tolerated (as in Latin America), and at best actu-
ally encouraged (Africa, Middle East, parts of Asia), democracy as a form of
government in the developing world — as it did in Western Europe after the
Second World War. Around 200 of the world’s nation states now feature more
or less free and fair elections for their governments, with just under half of
these meeting tougher criteria for freedom and fairness. There is of course
serious debate over whether free elections are sufficient for calling a whole
polity, rather than just its formal electoral procedures, democratic. Elections
may be free, but most of a country’s privately owned mass media may be in
the hands of the supporters of one party. Or elected parliaments may be
dwarfed in influence over governments by powerful lobbies, including
inwardly investing multi-nationals. A cynic might argue that, if democracy is
spreading so well at the level of formal political institutions, then it is likely to
indicate that it is becoming less important for real power-broking. These are
all legitimate questions, which require substantial research to answer them.
What can certainly be agreed is that democracy is a diverse phenomenon, with
room for considerable argument over the relative qualities of its different
forms.

This is, of course, nothing new, and also serves as a word of strict caution:
the label ‘democracy’ has long been bandied around at will. ‘Democratic’ was
after all a favourite adjective of state socialist regimes. A naive nominalist
observing the two Germanies of the second half of the 20th century would
conclude that the difference between the German Democratic Republic and
the German Federal Republic was that the former was democratic and the
latter merely federal. To know what was really going on, one needed to under-
stand the sub-text of the Leninist approach to democracy. Democracy
consisted in fulfilling the historical destiny of the proletariat, the great mass of
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the people. This destiny could be objectively established on the basis of scien-
tific studies and might well differ from the actual preferences of the contem-
porary proletariat, trapped as they were in the false consciousness imparted by
ruling classes. It was the role of communist parties to interpret the require-
ments of the historical destiny at any moment, and their power to do this had
to be protected even against the temporary wishes of the people. Once this
tortuous formula was accepted, the use of Soviet tanks to crush rebellion in
Budapest in 1956 could be justified as democratic.

‘Democratic diversity’ of this kind has almost departed from this world. Its
vulnerability to corruption is palpably obvious. But similar forms persist.
Marxist theory considered that eventually class would replace nation as the
mainspring of popular loyalty and identity. Ironically nationalist leaders today
often use a formula resembling the communist one to assert their unique
capacity to interpret the destiny of a nation, and therefore their right to unim-
peded and unquestioned power. There are even some echoes of this in the
justification offered by the US and the UK for their military actions in the
Middle East, where some forms of Islam are claimed to be keeping popula-
tions in something resembling false consciousness. A further distortion of
democracy appears when elected leaders of established democracies use the
word to describe virtually everything they do. Because they owe their office to
democratic electoral procedure, they freely appropriate the adjective even for
decisions that have little or no popular support at all.

Once it ceased to be respectable for elites to debate in public whether
democracy is a good thing or not, it became necessary for everyone to appro-
priate the term, and then to disagree about its content. While Nazis and fascists
had spoken of democracy with contempt, the first revival of the far right in
post-war West Germany called itself the National Democratic Party. Academic
study of democracy can learn from this to use the term cautiously, aware of the
heterogeneity of its application and the strong and easy temptations that exist
for its misappropriation. The answer, however, cannot be to embark on a
search for its one true meaning. On the contrary, in spite of the many ideolog-
ical or simply corrupt distortions of democracy from above, democratic theory
must admit of a diversity of forms that democracy might take, in particular and
precisely where it is not imposed from above but driven from below. While
relentlessly pointing out where democratic values are violated, democratic
theory must remain open to novelty, willing to expect a variety of phenomena,
and refrain from any dogmatic insistence on ‘one best way’ — if only to avoid
joining those who hold out their own way as the high road of democratic prac-
tice for the rest of the world to follow.

How better to endorse a non-dogmatic, empirically grounded, pluralistic
approach to democracy than by celebrating the work of Philippe Schmitter?
Democracy is and always was at the centre of Schmitter's work, and in
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particulardemocracy in the making, the possibility of democracy in its real
diversity, and its imperfect forms as potential steps on a difficult way to some-
thing better. This is seen especially in Schmitter’s work on Latin America,
probably the field where his scholarship has had most practical effect.
Elsewhere in these pages Terry Karl and Guillermo O’Donnell describe this
work and its impact on the sub-continent that was Schmitter’s first object of
study and, which is inseparable for him, of affection. If therecadus firmus

in Schmitter’s far-flung exploration of the subject of democracy, then it is that
not only can democracy be diverse, but, crucially for people struggling in non-
democratic polities, that there are many different routes to it — no ‘one best
way’in two senses: neither in the practice of democracy nor in how to accom-
plish it.

Given the broad range and the multifaceted perspectives of Schmitter's
contribution to the theory of democracy, no single book can do full justice to
it. So as editors we had to be selective and, like any selection, ours reflects the
preferences of those making the choice as much as it does the universe from
which the choice is made. This may account in part for why the first section
of the book takes up the connection between corporatism and democracy.
Schmitter originally encountered corporatism in Latin America, particularly in
Brazil and in Peronist Argentina. He was fully aware of its ambiguity,
precisely in its relationship to democracy — which enabled him to make his
path-breaking contribution to the study of post-war democracy in Europe,
when that continent began to rival Latin America as Schmitter’s centre of
attention.

Hence, in Part | of the book, Wolfgang Streeck explores the trajectory of
neo-corporatism in post-war European nation states, from its success in
restraining the inflationary tendencies of a demand-managed economy with
unionized labour markets, to the current difficulties of welfare state reform in
post-industrial society. Colin Crouch and Donatella della Porta, in their
respective chapters, examine the implications — in the same problematic early
21st century where Streeck’s account ends — of neo-corporatist interest poli-
tics for the representation of relatively powerless social groups. Crouch starts
from the constructive contribution to democracy that he argues is made by
trade unions within non-authoritarian societal corporatism; he does not accept
the often posited contradiction between the two, but he does admit that main-
taining his position might be difficult at the present time. Della Porta exam-
ines the new social movements that might be more realistically expressing the
discontent of today’s marginalized groups, and their actual and potential rela-
tions to unions. This is very much a post-corporatist perspective; and it tack-
les a further potentially contentious interpretation of the democratic impulse.

As noted, Schmitter's work started with Latin America, where he became
especially interested in diverse transitions to democracy. More recently, as
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pro-democratic movements have gained momentum in various parts of the
world, Schmitter has adapted the approach developed in Latin America to
other regions: the former Soviet empire; Africa; certain parts of Asia. He has
also drawn attention to issues of consolidation and protection of democracy
once it has been achieved. Part Il of the book, therefore, concentrates on
democratic transition and consolidation across a wide geographical range.
Terry Karl explores the theme in general, drawing particular attention to the
diversity of the routes to democracy. LaszI6 Bruszt considers experiences in
Central Europe, today one of the main regions for studying the growth of
democracy, and one inspiring well-founded optimism. Ruth Berins Collier
concentrates on Schmitter’'s heartland, Latin America.

Struggles for democracy mostly take place in difficult, even dangerous,
contexts, and involve very weak institutions. While Schmitter’s work certainly
reflects this, it has also contributed to the study of democratization in the very
different situation of the European Union, culminating (to date) in a book with
the very Schmitteresque titletow to Democratize the European Union . ..
and Why Bother?Schmitter 2000). Schmitter’s studies of the then European
Economic Community sprang from the insights of his teacher, the late Ernst
Haas, and the neo-functionalist approach Haas developed. Of course it is as
impossible to capture Schmitter within a single school as it is within a single
continent. We note in passing, however, that Haas, who had to emigrate from
Nazi Germany to the US, and Schmitter shared a strong commitment to
another fundamental value in addition to democracy, which is international
peace. Haas' neo-functionalism and his, as well as Schmitter’s, interest in
European integration had been originally driven by the question, seen by many
as central in the 1950s and 1960s, of how to ensure that Europe would never
again lapse into fratricidal warfare, within nation-states as well as between
them. Domestic and international peace, the former through democracy and
prosperity, the latter through international integration as well as national
democracy, were thus intimately linked in Schmitter’s early intellectual inter-
ests and continued to provide the normative foundation of his work until the
present day. In Part Ill of the book, which is devoted to the issue of democracy
within the European Union, Claus Offe and Ulrich Preuss explore the possi-
bilities of further democratization; Gary Marks and Liesbet Hooghe trace the
development and the complexities of the neo-functionalist approach; and
Gerda Falkner, by considering the place of neo-corporatist structures within
the emerging EU polity, brings our survey full circle.

This book has two purposes: to explore the state of the debate over democ-
racy and its diversity, and to celebrate the contribution of a major figure in
that debate. For the majority of the essays in the book the first theme had to
take pride of place: their focus is on the subject, not on the person. However,
given the vividness and vigour of Philippe’s personality, and the fact that it is
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impossible to separatthe man from the approach to social science that is
represented by his work, some more personal reflections on Philippe Schmitter
are in order. In his epilogue to the volume Schmitter’s long-time collaborator,
Guillermo O’Donnell, provides exactly that.

Colin Crouch and Wolfgang Streeck
Coventry and Cologne
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PART |

Corporatism and democracy






1. The study of organized interests:
before ‘The Century’ and after

Wolfgang Streeck

At some time in the 1960s a reaction began to develop among European social
scientists against what may be termfgderican normalismd By American
normalism | mean a more or less tacit assumption, shared by almost all of
American social science when it was about to achieve worldwide dominance,
to the effect that advanced industrial societies were bound to converge on the
model of the most advanced industrial society, the USA. Paradigmatic of this
was a stream of literature that attributed increasing similarities between
modern societies, observed or expected, to common needs to find rational
solutions to identical functional problems posed by the continuing process of
industrialization. Perhaps its most prominent example was the book by Kerr,
Dunlop, Harbison and Meyerkdustrialism and Industrial MaiiKerr et al.
1960). Essentially it argued that modern societies, including their politics,
were shaped by technological imperatives that left little or no choice with
respect to alternative modes of social organization or, indeed, ways of life. In
fact, faced with the overwhelming dictates imposed by the unrelenting
progress of technology and industry, politics had mutated into rational adjust-
ment of social practices and institutions to indisputable universal constraints,
dealing with which was best left to technocratic experts trained in the parsi-
monious pursuit of functionalist best practice.

A core implication of the convergence theories of the 1960s was that the
advance of industrial society was tantamount to, in the words of another
famous social science book of the time, an ‘end of ideology’ (Bell 1965). Not
without a sense of irony Kerr and his co-authors, and writers like W. W.
Rostow (1990), continued to draw upon the technological determinism evident
in some of Karl Marx’s writings to justify their confident prediction that even
the countries of the Soviet bloc would sooner rather than later have to
converge on the ‘pluralist industrialism’ that reigned in the West, ending once
and for all the ideological confrontation between capitalism and socialism, not
just in the international system, but also in the domestic societies of post-war
liberal democracy.In the end politics, just as Marx had predicted, would
cease to be the exercise of authority in the interest of a ruling class and turn
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4 Corporatism and democracy

into ‘rational administration of production’, although, to be sure, under capi-
talist rather than communist auspices.

Incipient European rejection of American normalism in the 1960s clearly
had to do with the war in Vietnam and the domestic upheavals in the USA that
accompanied it, which cast growing doubt on the promise of American
convergence theorists of a world forever pacified by economic growth,
Keynesian demand management and the ‘logic of industrialism’. Such doubts
were felt especially by a new generation of European social scientists who,
unlike their teachers, had not received their formative impressions in the
immediate post-war years, with the stark contemporary contrast between
European moral and physical devastation and American confidence and pros-
perity. In any case, the declining credibility of the USA as a general model of
modern society set in motion a number of intellectual developments in
European social science that are difficult to disentangle and whose precise
relations with one another cannot possibly be investigated here. As always in
the social sciences, analytical and normative concerns were closely interwo-
ven. Those European social scientists to whom America was no longer the
unquestioned destiny of historical progress began to develop, often reluctantly,
an interest in the peculiarities of their own societies, which they were less and
less satisfied to regard as signs of social, economic or political backwardness.
To them, a conceptual language was bound to be wanting that made its users
treat what distinguished European countries from the USA as transient condi-
tions about to give way to imminent Americanization. One result was growing
analytical discontent with the convergence theory of the time, often expressed
in increasingly critical discussions of the core concept of contemporary
macrosociology, ‘modernization’.

Rising European critique of modernization theory, in turn, became linked
to a sceptical revision of the technocratic concept of politics as projected by
American theories of an ‘end of ideology’. If there were non-American traits
of European societies that were worth preserving, it was necessary to specify
the forces capable of making modern societies differ regardless of the fact that
they were all industrial societies. History clearly mattered, but as such it
seemed hardly enough to withstand functionalist or, for that matter, imperial-
ist convergence pressures. It also lacked any activist connotations and was
almost by definition not subject to choice or volition. The answer that
suggested itself was that it was above all by meap®ldfcs that societies,
factually or at least potentially, established and defended their distinct identi-
ties and exercised collective choices between alternative forms of social orga-
nization. That bill, however, was not filled by the functionalist-technocratic
version of politics inherent in American normalism and, in particular, the
theory of pluralist industrialism. As a result, European social scientists found
themselves increasingly groping for a concept of collective political action
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that restored agency to societies, allowed for continuing ‘ideological’ conflict
between alternative political projects and ways of social life, and restored to
systematic prominence ‘irrational’ struggles about power and wealth, as well
as elusive intangibles like collective identifications and collective dignity.

Declining European faith in American normalism coincided with the worker
and student uprisings in Europe during the late 1960s, and with growing trade
union power in subsequent years. For many and perhaps most of the younger
European social scientists of this period, this had two important consequences.
First, it suggested defining thifferentia specificaf their societies (the struc-
tural properties that made them different, and perhaps permanently different,
from the USA) in terms of the institutionalized inclusion of organized labour as
a major societal actor in their political systeh®scond, the sort of politics that
was believed to make a difference for the social organization of modern soci-
ety became identified, in one form or other, withss politics with the way
unions and their main allies, leftist political parties, were positioned in the soci-
etal power structure vis-a-vis the state on the one hand and their natural adver-
sary, capital, on the other. It was in the interaction between these three
collective actors, it appeared, that the fundamental choices on the organization
of social life were made that were at the bottom of difference and diversity
within industrial capitalism — and that were ideologically hidden by received
theories of convergence and a supposed ‘end of ideology’.

Not that trade unions and even class conflict were absent from mainstream
American social science of the 1960s. In fact, an entire discipline was devoted
to the subjectjndustrial relations which had incidentally developed quite
sophisticated conceptual and empirical tools for cross-national comparison. Its
leading figures, however, were none other than Clark Kerr and, above all, John
Dunlop, co-authors and highly visible public proponents of the theory of
convergent industrialism. To them and their disciples, the study of industrial
relations was embedded in a grand narrative of the national and international
progress ofcollective bargainingthat is, the backbone institution of labour
relations reform under the American New Deal that had so convincingly
demonstrated its capacity to transform disruptive class conflict into peaceful
class collaboration in pursuit of economic efficiency. Much of the industrial
relations literature appeared interesting and instructive to many of the
Europeans who in the 1960s began to study the relations between trade unions,
capital and the state. However, most of them were also taken aback by the
apparent pragmatism of an academic discipline that seemed to have found its
ultimateraison d'étrein the production of recipes for the depoliticized expert
administration of what seemed to be a central arena of struggle for economic
and political power; a struggle on whose uncertain outcome appeared to hinge
fundamental societal choices between alternative ways of organizing work and
life in modern society.
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To many of its critics, the discipline of industrial relations as it had devel-
oped in the USA sufferetinot only from excessive pragmatism, but also from
its congenital association with Parsonian structural functionalism, a theory
increasingly deemed unsuitable for understanding conflict, change and histor-
ical agency. Perhaps in pursuit of academic respectability, John Dunlop in his
foundational treatise on what he called the ‘industrial relations system’
(Dunlop 1958 [1993]) had conceptualized his object of study as a subsystem
of modern society comparable to the economy and the polity and specializing
in industrial rule-making. By explicitly deriving his core concepts from the
work of his Harvard colleague Talcott Parsons, Dunlop bestowed on the new
discipline a conservative image that he may have found helpful in the acade-
mic battles of the 1950s and early 1960s in the USA. To Europeans, however,
who were seeking to equip themselves to explore what they perceived as an
imminent repoliticization of institutionalized labour relations, this was bound
to be less than attractive.

With hindsight it seems strange that American students of industrial rela-
tions never made contact with an important non-functionalist American social
science tradition, comparative politics. Like industrial relations, it was promi-
nently concerned with trade unions, although mostly as political rather than
economic actor$.As represented by the work of scholars like Reinhard
Bendix and Seymour Martin Lipséomparative politics was an ambitious
attempt, located at the intersection between political science and sociology, to
uncover the social forces behind different paths of nation-building and state
formation in Western societies. Investigating in particular the origin of demo-
cratic government in its interaction with classes, parties and organized inter-
ests, scholars tried to account for the differences and similarities between
Western post-war democracies by combining political theory, history and
comparative empirical macrosociology. The work that resulted attained a level
of sophistication and a historical depth unmatched since Max Weber had writ-
ten about a very different world more than half a century and two world wars
away. Still, just as it was largely overlooked by the American institutional
economists who had founded the discipline of industrial relations, the
Europeans beginning to dissociate themselves from American normalism were
also slow to discover its potential significance for their project. One reason
seems to have been the emerging association (however loose) of much of
European social science at the time with traditional Marxist beliefs on the
overriding importance of class conflict for politics and society, which was
bound to alienate it from a school of thought that explicitly considered other
‘cleavages’ as equally important. Moreover, the apparent anti-communism,
and even anti-socialism, and the corresponding American triumphalism in
some of the writings of an author like Lipset did not endear American compar-
ative politics to sympathizers of an emerging New Left, and it obviously
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prevented them, at least for a time, from recognizing and appreciating the fact
that its approach squarely contradicted functionalist convergence theories.

ENTER NEO-CORPORATISM

Organized interests by no means constituted an unknown subject to standard
American political science in the 1960s. But neither was it an especially
prominent subject, nor was the way it was treated especially interesting.
Democracies differed from totalitarian dictatorships in that they conceded
their citizens freedom of association and collective petition, embodied in
constitutionally guaranteed rights to form special interest organizations so as
to exert pressure on the public and the government of the state. Such a conces-
sion, however, was considered to be not without risk. In a variety of ways,
organized special interests appeared capable of distorting the sovereign will of
the citizenry as expressed in free and general elections. Some interest groups
were better at organizing than others, and the most powerful might even pene-
trate the state, take possession of some of its branches and arrogate to them-
selves direct control over public policy. Still, suppressing organized interests
was out of the question in a free society. As a second-best solution, therefore,
it seemed preferable to have many of them, rather than just a few, so that they
balanced each other. Highly specialized, dispersed groups with narrow inter-
ests seemed more acceptable than broad and encompassing groups potentially
competing with the state for the definition of the common good. In any case,
interest groups had to be kept at arm’s length from the state, limiting them to
‘lobbying’ the state from the outside; their organization had to be strictly
voluntary, emerging exclusively out of civil society; and it was incumbent
upon the law to provide for the utmost transparency of transactions between
organized interests and the public powers. In brief, interest groups were
conceived in terms of a conceptual framework of ‘pluralist democracy’ (Dahl
1969; Lindblom 1968) which was both descriptive and normative — one might
say: more descriptive as far as the USA was concerned, and more normative
with respect to the rest of the world.

Creativity in scholarly pursuits is difficult to define, although one tends to
know it when one sees it. Among the few things one can say in the abstract is
that often creativity lies in abandoning a received conceptual framework and
redefining a presumably well-known subject of inquiry in terms that were
previously regarded, by all knowledgeable experts, as inapplicable to it. More
generally, creativity may consist in considering well-known and even appar-
ently trivial empirical observations in a new substantive context, in which they
then turn out to allow for interesting answers to questions that had never
before been asked about them. Creativity is also implied in taking seriously
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observations that before were treated as insignificant anomalies, or errors of
measurement, or simply transitory conditions, from which nothing could be
learned. Or, importantly, creativity may show in a lack of inhibition, which
sometimes may appear downright frivolous, in comparing or equating
phenomena that political (or theoretical) correctness decrees have nothing to
do with each other.

‘Still the Century of Corporatism’, Schmitter’s famous essay that was first
published in 1974 (Schmitter 1974), was creative in all these respects and
perhaps in others as wéllts apparent subject was organized interest groups;
but very little reference was made to ‘lobbying’. Clearly in its background
was, not the USA, but the author’s early research on Latin American authori-
tarianism and the role publicly organized social groups, or ‘corporations’,
played in it. However, although the essay was political science coming out of
a leading US research university, the strange arrangements it dealt with were
not conceived as an aberration from the American way of pluralist democracy
and modernity. Instead they were analysed, their dirty authoritarian connota-
tions notwithstanding, in terms of a particular institutional form of a general
relationship, that between states and their societies, and indeed as devices
deployed by the latter in pursuit of their modernization. Moreover, authoritar-
ian ‘state corporatism’ was placed in the context of traditional European
patterns of state—society relations and of the formation and institutionalization
of organized interests, essentially on the same plane as the respective
American patterns. (As a result, America appeared at least as exceptional as
European countries, or indeed even more so.) In fact, the core of the paper was
that it observed, and refused to deny, that some of the bona fide democracies
of Western Europe sustained institutional arrangements that were in far more
than superficial ways similar to those of Latin American or historical
European authoritarian regimes; the eye-opener here being, in Schmitter’s
own account, the Swiss milk marketing board (Schmitter 1996). And rather
than predicting or demanding the demise of such traits in the progress of
democracy, the paper outrageously suggested that they were, to the contrary,
not only compatible with liberal democracy, but actually performed important
positive functions for and within it.

With hindsight it is not difficult to understand why Schmitter’s article, in
which he predicted a long life and indeed a glorious future for corporatism,
should have had such an enormous impact on European social science in the
1970s10 Mainstream American interest group theory at the time had little to
offer to Europeans, especially to the younger generation of social scientists
that had grown suspicious of American normalism. That the picture it drew of
the role of organized interests in politics and society did not fit the realities of
post-war Western European democracies was obvious; but the question
remained whether the problem was with the theory or the reality. Schmitter
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settled that question by proposing an ambitious conceptual framework for the
study of interest groups that implicitly highlighted the narrowness and
parochialism of the pressure group and lobbying literature of the time.
Moreover, breaking away from the trodden path of modernization theory,
Schmitter suggested and legitimated a truly comparative perspective that
allowed for a variety of roads to and versions of democracy, some of them
quite compatible with the healthy survival of institutions that were declared
outdated by the reigning theories of the period. Not least, instead of explicit or
implicit prescription there was in Schmitter’s work a contagious and encour-
aging scientific curiosity for the complexity and variety of politics and soci-
eties outside the USA, combined with an unrelenting determination to take
realities seriously, no matter how different they might be from received
prescriptions.

Most important, however, among the reasons why Schmitter’s resurrection
of corporatism as a concept for social science resonated so strongly with
European social scientists (and, later, American ‘Europeanists’) was that it
linked the study of interest groups to fundamental issues concerning the consti-
tution of states and societies, the role and the capacities of politics in society,
and the sources of social cohesion. Up to ‘Still the Century’, most research on
organized interests had confined itself to questions like which group was most
likely to get its will with respect to which decisions of government, or how
interest groups could best be domesticated to protect the democratic political
process from their distorting influence. Now, applying Schmitter’s categories,
the way societies dealt with organized groups (what activities of such groups
they tolerated or encouraged, or how they influenced their organizational struc-
tures) could be read as indicative of the character and historical origin of differ-
ent types of national states and of how these undertook to govern their
societies. In this way, research on interest groups was made to speak to one of
the most important issues in the construction of political communities, namely
how national societies chose to accommodate the collectivism (the particular-
istic identities and the collective action capacities) of the social groups of
which they were composed. Structure and activities of organized interests, as
observed in contemporary democracies, were studied in the context of national
histories of state formation that included the medieval guilds and their trans-
formations, theStandestaatvhich at the time of Max Weber was still a
competitor to parliamentary democracy based on territorial representation, the
anarcho-syndicalist arfdétetraditions of the European Left, and others. Thus
contemporary research on interest groups became connected to theoretical
traditions such as Durkheimian functionalism, Catholic social thought and
social democratic theories of group democracy, as welexaégativp to
Rousseauian liberalism and the French Revolution’s prohibition on intermedi-
ary organizations interposing themselves between the individual citizen and
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the state. All of a sudden, a research field that to many had seemed hopelessly
empiricist and American-centred, began to open up exciting perspectives on
vast landscapes of democratic theory, political sociology and social theory in
generaft!

Among the many intriguing phenomena highlighted by Schmitter’s
approach that struck a chord with Europeans was the ambiguous ideological
status of corporatist structures of interest organization and politics. Liberal
doctrine considered fundamentally undesirable any sort of collectivism below
the level of the national polity or, for that matter, the national economy. The
practical problem it faced, however, was that the societies of the nineteenth
and twentieth centuries plainly resisted being reduced to assemblies of indi-
viduals, just as economies never quite matched the ideal prescriptions of atom-
istic competition. Early on, radical liberals in France and Britain had tried to
break the inherent collectivism of their societies, but had to learn that this
required an amount of state force that became increasingly hard to muster and
to legitimate as democratization progressed. This then raised the
‘Durkheimian question’ of whether and how social groups, if they could not
be eliminated, could at least be usefully transformed into intermediary associ-
ations, making them contribute to social integration in large societies with a
long distance between the individual and the state (Durkheim 1893 [1964]).

The Left, for its part, was from its beginnings closely associated with the
independent collective organization of social groups. Trade unions in particu-
lar claimed collective rights independent from and preceding the legal order of
the state, insisting on their foundational autonomy from ‘bourgeois’ society
and demanding that it be legally and politically respected. Leftist democratic
theory therefore espoused collective as well as individual rights and demanded
opportunities for collective in addition to individual democratic participation.
Here the Left, often to its surprise and discomfort, met with some of its ideo-
logical opponents on the Right, from the Catholic Church to anti-liberal propo-
nents of éStéandestaatwho also doubted the capacity of liberal individualism
to provide for the social integration of large and complex societies. The
concept of corporatism, as revived by Schmitter, highlighted this somewhat
embarrassing convergence. It also drew attention to the manifold possibilities
of compromise between different strands of opposition to liberalism, which
otherwise fought for quite incompatible interests and ideas, and it cast an inter-
esting light on the frequent instances when structures of collective representa-
tion were converted from ‘right’ to ‘left’ purposes, and vice versa. Especially
Social Democrats and Christian Democrats in Europe seemed able to agree on
the desirability of institutionalizing organized social interests in the public
realm, and how to reconcile social collectivism with liberal democracy was a
matter of concern, not just for pragmatic liberals such as Durkheim, but also
for the reformist Left and the moderate Right. Indeed, as we will see, this was
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precisely one of the big themes of European politics in the early 1970s, when
political stability seemed to depend on the establishment of ‘social partner-

ship’ between organized capital, organized labour and a democratic state in a
liberal democracysummarket economy.

That European societies combined functional and territorial representation,
and in ways that significantly differed from the lobbying model of the USA,
was not as such new. Indeed, it was one of the central insights of the compar-
ative politics literature, especially the work of Stein Rokkan, who had gone as
far as to describe the complex systems of organized interests and intermediary
groups in some European societies as a ‘second tier of government’ (Rokkan
1966). It was among Schmitter's most significant achievements that with his
rediscovery of the concept of corporatism he helped Europeans intrigued by
the role of class in politics connect to this research tradition, which many of
them had viewed with suspicion because of its anti-Marxist orientation. In the
process, they also became aware of the historical-institutionalist method that
had been cultivated in comparative politics and that was to become centrally
important to the subsequent development of the study of political economy.
Moreover, and perhaps even more consequentially, it was through the concept
of corporatism that the discipline of industrial relations, especially compara-
tive industrial relations, had a chance to avail itself of an intellectually
demanding conceptual framework that was not structural-functionalist and
that enabled it to dissociate itself from its narrowly pragmatic and even tech-
nocratic heritage. This, in turn, made the industrial relations literature more
attractive to European social scientists interested in basic questions of the
constitution of interests and the societies within which they emerge.

As Schmitter’s work appreciated the specificity of European, non-pluralist
patterns of interest politics it was able to serve as a conduit between the devel-
oping EuropearrumNew Left interest in industrial relations on the one hand
and authors such as Lipset and Bendix on the other. In the mid-1970s the study
of industrial relations became increasingly embedded in a comparative politics
approach that drew on the concept of corporatism for a broader view of trade
unionism and the collective action of social classes, one in which unions were
more than just agents of collective bargaining or, alternatively, organized polit-
ical lobbying groups. First in Europe, but then also in the USA comparative
industrial relations developed a capacity to view its subject as part of a soci-
ety’s political system, rather than, like Dunlop, merely as a subsystem of the
economy confined to rule-making on the employment relationship. Later this
was to give rise to an interdisciplinary institutionalist perspective on political
economy that combined macrosociology, political science and, to some extent,
economics and became a major if not the dominant, and almost certainly the
most innovative, strand of development in the social sciences in the 1980s and
1990s.
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Summing up, what made Schmitter’s early work so exciting, first to
Europeans and then also to Americans, was that it helped return to mainstream
social science the insight that modern polities and societies could, unlike the
USA, be constituted around organized classes and that they might deal with
class conflict in ways profoundly different from the USA but still compatible
with liberal democracy. In particular, democratic societies had the option of
taming class conflict by institutionalizing class relations in a ‘second tier of
government’ composed of a system of intermediary organizations, in ways
inspired by corporatist traditions. Not only could such a system coexist with
parliamentary democracy, but where such coexistence was achieved, benefits
accrued to governability and economic performance that other, more liberal
systems seemed unable to generate. This topic will be discussed below in
greater detail.

THE ‘CORPORATIST GROWTH INDUSTRY’
OF THE 1970s

Du siehst mit diesem Trank im Leibe
Bald Helenen in jedem Weibe.
(Faust, Der Tragddie Erster Teil: Hexenkiiche)

The impact of conceptual innovations in the social sciences depends, much
more than is admitted by those who would like to believe in the cumulative
progress of our knowledge on social affairs, on the extent to which they
manage to give definition to emerging social and political problems that are
widely felt to exist but are as yet insufficiently understood. Typically, such
problems so occupy the attention and imagination of contemporaries that they
tend to be regarded as general problems of all societies, although with hind-
sight it often turns out that their predominance was conditional on a specific
historical context. If that context disappears, so do the problems, regardless of
whether they were ever actually resolved, and with the problems go the
concepts that gave expression to them and served for a while as organizing
ideas for reflections on society in general.

The concept of corporatism was rediscovered at a time when European
political economies were trying to come to terms with a sudden increase in the
power of trade unions. That increase had resulted from the explosion of labour
militancy at the end of the 1960s when governments still felt bound by the
political promise of full employment that was part of the second post-war
settlement2 Keynesian demand management, however (the social technology
that was to enable governments to deliver on that promise) depended on trade
unions refraining from making use of the excessive bargaining power that



The study of organized interests: before ‘the century’ and after 13

accrued to them from a type of political intervention in the economy which
insured them against the negative employment consequences of overshooting
wage settlements. Where unions, for whatever reason, refused to moderate the
wage demands of their members, the received political wisdom of the period
was that governments were forced to accommodate redistributive wage claims
by fiscal and monetary expansion, which was bound to give rise to inflation.
Like unemployment, this could not but damage their electoral prospects.

The core problem of public policy in the 1970s, therefore, seemed to be
how to make trade unions comply with wage guidelines stipulated by govern-
ments under pressure to provide both full employment and monetary stability.
Public discussion centred on the respective prospects and merits of statutory
versus voluntary incomes policies and on how best to centralize wage bargain-
ing at national level in order to impose macroeconomic discipline on wage
formation. Given the new strength of the unions and the experience of union
members in the late 1960s revolting against all-too-moderate leaders, curtail-
ing the autonomy of trade unions and their right to free collective bargaining
seemed as out of the question as disciplining unions by permitting unemploy-
ment to rise. With everyone searching for a formula for how to procure
economic stability and, indeed, social order in the face of an increasingly
demanding society, within which especially the working class was aggres-
sively using its democratic freedom of association, the ideanefaacorpo-
ratism, one that combined public ‘concertation’ of private organized groups
with liberal democracy and democratic autonomy of civil society from the
state, could not but appear extremely attractive to a wide variety of audiences.

Early on, then, Schmitter's conceptual construct of neo-corporatism
became identified with a societal configuration that provided for an institu-
tionalized role for trade unions (and by necessity for their counterparts in wage
bargaining, employers and their associations) in government economic policy-
making. Within that configuration, privileged access to public policy of the
organized core interests of the capitalist political economy was conditional on
moderation of the organized pursuit of particularistic interests, especially in
wage setting. Such moderation was to bring collective bargaining in line with
government economic policies which, however, were made no longer unilat-
erally but in consultation with the two sides of industry. Thus sovereignty was
shared (the sovereignty of the state with that of organized social groups, and
that of organized social groups with that of the state) to be exercised jointly,
with better results for the common interest of all. The exact details were likely
to differ between countries, and exploring such differences (in legal institu-
tions, organizational structures and the subjects of ‘political exchange’
between the neo-corporatist trinity of state, capital and labour) became the
substance of what came to be known in political science and political sociol-
ogy as the ‘corporatist debate’ of the 1970s.
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In its course neo-corporatism was discovered just about everywhere, and
seemed conspicuous for its absence where it was not, like in the USA, or
where, like in Britain, there was a series of failed attempts to put it in place.
Elements of neo-corporatist institutionalization of class interests, centraliza-
tion of trade unions and collective bargaining, and economic policy concerta-
tion between the government, business and labour were found even in
countries as improbable as Iceland. It was almost as if a competition had
started between researchers of different national origin, each eager to demon-
strate that they, too, were able to detect corporatist arrangements at home and
thereby elevate their countries to membership of what was sometimes referred
to as a ‘corporatist internationaP.Indeed, very soon the concept became
employed by international organizations such as the OECD, which for a while
seemed about to consider neo-corporatism as a new magic formula for the
management of the increasingly unruly capitalist political economies of
Western Europe.

If the corporatist debate of the 1970s was at all contentious, it was on the
guestion of whether it was good or bad for trade unions to participate in tripar-
tite economic concertation. For some, mostly on the radical Left, corporatism,
neo or not, was an instrument of the ‘capitalist state’ to domesticate a poten-
tially revolutionary trade union movement (Panitch 1979). Concepts first
developed by Robert Michels (1911 and 1925 [1989]) in his classic investiga-
tion of the Social Democratic Party of Germany before the First World War
were employed to construct a narrative of a small oligarchy of trade union offi-
cials who had taken away control of their organizations from the rank-and-file
to betray their trust and allow themselves to be co-opted into class collabora-
tion by employers and the state, especially under social democratic govern-
ments (Hyman 1975 But where they saw treason, others saw strategy, and
rather than as classollaboration they regarded neo-corporatism as class
compromisedy which organized labour extended its political and economic
reach into areas where it would otherwise have had no influence at all. To
social democrats in particular, just as, under different auspices, to business and
its conservative allies, corporatist cooperation enabled organized labour to
extract long-term benefits for short-term concessions, exchanging illusory
gains like nominal wage increases for real gains in economic growth, social
policy and, importantly, organizational strength and stability (Pizzorno 1978).

Whether participation in neo-corporatist arrangements empowered or, to
the contrary, disinherited labour soon became the subject of intensive compar-
ative research, based on the steadily improving national account statistics
published by the OECD and utilizing the rapidly increasing power of main-
frame and, later, desktop computers and of program packages such as SPSS.
During the 1980s quantitative comparison, mostly by means of regression
analysis, widely available and easy to perform as it had become, turned into



The study of organized interests: before ‘the century’ and after 15

something like the standard method of advanced research in political science
and macrosociology. Quantitative indicators were developed to measure a
country’s degree of corporatism, invariably based on or proceeding from
Schmitter’s now famous definitions in his 1974 article, to serve as the central
independent variable. Among the dependent variables were a country’s level
of real wages, its degree of wage dispersion, its spending on social security,
especially on benefits regarded as ‘de-commodifying’, its level of unemploy-
ment and the like, as measured by national macroeconomic and political statis-
tics15 Mostly such analyses seemed to show that workers were on the whole
better off in countries with more rather than less corporatism, that is, where
their organizations had agreed to act ‘responsibly’, mediating in neo-corpo-
ratist fashion between the demands of their members and the needs of the
national economy (Castles 1987).

Treason, in other words, seemed to pay, not just for the traitors but also for
the betrayed. This, of course, was less than convincing to those who were still
hoping for the worker unrest of the late 1960s and early 1970s to evolve into
a truly anti-capitalist revolution. Their numbers, however, dwindled with time,
and the attraction of autonomous shopfloor militancy declined together with
the fortunes of the British trade union movement later in the decade. Korpi's
(1978) work on the ‘democratic class struggle’ did its share to dampen the
enthusiasm of those who would have liked to believe in direct action, and the
same can be said of Pizzorno’s (1978) seminal essay on political exchange,
although it did preserve, in its notion of unions trading in collective identity
for material benefits, a melancholic memory of some of the hopes of the Left
at the beginning of the decade.

A second theme of the corporatist debate was the contribution of neo-
corporatism to the success of national incomes policies and, in particular, the
containment of inflation within a, potentially inflationary, Keynesian political
economy. The dependent variable here was not the material position of the
working class, but national economic performance measured in terms of the
rate of inflation and, as the decade progressed, unemployment (and later by the
so-called ‘misery index’ (Okun 1962) that combined the two, on the assump-
tion that they could be traded off against one anofffdt)was at this point
that the political scientists and sociologists who were studying the conse-
guences of neo-corporatist interest representation came closest to the concerns
of many leading macroeconomists of the period. Indeed, there was a time
when some of the latter used indicators of neo-corporatism, as developed by
Schmitter and, notably, Crouch (1985), in models estimating the causes of
inflation and monetary stability (for example, Bruno and Sachs 1985). This
ended at the latest when macroeconomics and Thatcherist politics rediscov-
ered the possibility and indeed feasibility of containing inflation by letting
unemployment rise. Still, the exploration by a broad stream of political science
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and political sociology of the role of neo-corporatism in successful national
incomes policies became one of the origins of what later developed into a
historical-institutionalist approach to political economy (Trigilia 1998), one
that took economic institutions seriously while studying them from an empir-
ical rather than an efficiency-theoretical perspective. Clearly this could have
been extended further towards a self-conscious revival of institutional
economics in the tradition of tiéistorische Schulbefore 1933. Why this did

not happen is a question worth asking. A contributing factor must have been
the victory, discussed further below, of neo-classical theory and, even more,
neo-liberal practice during the 1980s, which deprived sociology and political
science of indispensable interdisciplinary support; not to mention the advance
of ‘rational choice’ in the social sciences themselves that for a time put any
kind of macrosociology and historical-institutional analysis on the defensive.

It was in the analysis of the impact of neo-corporatist institutions on
macroeconomic performance that the ‘corporatist debate’ of the 1970s came
closest to issuing in something like ‘corporatist theory’; that is, in the formu-
lation of generalized if-then relationships between specific causes and
effects. Undoubtedly a major reason for the boom in research on neo-corpo-
ratism in the 1970s was the intuition that it would furnish proof of the
economic and perhaps social superiority of countries with neo-corporatist
institutions. Where class relations were organized on a neo-corporatist
pattern, making them conducive to political concertation and exchange,
economies and societies were widely felt to be better off than where, as in the
USA and the UK, relations between the classes and between state and society
followed a more pluralist (that is, more adversarial and less accommodation-
ist) pattern. Where societies suffered from low growth, inflation, low produc-
tivity and, as a consequence, social disorder, this was because their
political-economic institutions did not provide for peaceful class compro-
mise, cooperation and, above all, inclusion of organized labour in national
policy-making” If Britain, torn by industrial strife, was the negative exam-
ple, ‘Model Germany’, inexorably rising to economic predominance in
Europe and perhaps beyond, seemed to suggest that neo-corporatism might
turn out to be the new, presumably universal formula for social peace and
economic prosperity under democratic capitalism.

An interesting question, of course, concerned the practical consequences if
the ‘corporatist theory’ that seemed to be forming were indeed true. For a
while, neo-corporatists, among them quite a few from Britain, more or less
explicitly advised British policy-makers that they had to get a more neo-corpo-
ratist industrial relations system (and generally more neo-corporatist structures
mediating between state and society) if they wanted their industry and, by
extension, their country to be governable and prosperous again. In fact, moves
in this direction had been under way in British politics since the mid-1960s,
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but had always got stuck due to resistance from all quarters of society, includ-
ing the trade unions and their increasingly militant shopfloor representatives.
If corporatism, however, was indeed the key to governability and economic
success one could still hope for some sort of convergence on a neo-corporatist
pattern of social organization and policy-making, driven by the causal rela-
tionships stipulated by ‘corporatist theory’, as well as by the developing
insights, slow as they might be in coming, of ultimately rational politicians,
trade union leaders and citizens. Such hopes continued well into the 1980s and
1990s, and there were phases in tleporatist debatewhen corporatist
theory seemed to turn into a sort obrporatist convergence thegrin a
strange way resembling the theory of pluralist industrialism that, to the
enchantment of many Europeans, had so effectively been discredited by the
discovery of neo-corporatisti.In a milder form, the new belief in, now
corporatist, convergence suggested that countries which, for whatever reason,
failed to follow the neo-corporatist recipe (too much internal resistance or too
little political will, or intelligence) were condemned to a permanently higher
level of social disorder and had to pay for their structural disability or their
unwise preferences with continuing losses in economic well-8&ing.

In fact, however, while there may have been a corpordisate there
never was a corporatigheory, perhaps because social and political reality
changed too fast in the 1980s to allow it to crystafZEhe concept of corpo-
ratism, as reintroduced by Schmitter, never became more than an, albeit
incredibly powerful, heuristic, perhaps to the disappointment of some of its
proponents, but very likely for the long-term benefit of social science. The
lasting achievement, it would seem, of Schmitter’s article of 1974 was that it
sent an entire generation of social scientists off on a gigantic research expedi-
tion aimed at discovering and exploring ever new forms and functiargaf
nized collectivism and collective actiomthe politics of advanced industrial
democracies, and in the conduct of what later came to be referred to as their
‘governance’. Indeed, in subsequent years ‘corporatism’ was uncovered, not
only in the most unlikely places but also in a truly astonishing variety of
shapes and sizes (see Falkner in this volume). Thus in additiveticmal
corporatism, corporatism was detected atseagtoralandregionallevel. The
discovery ofmeso-as distinguished frormacro-corporatism (Cawson 1985),
allowing for the coexistence of different kinds of state—society relations within
the same country, was soon to be followed by thatiofo-corporatism, in the
form of close cooperation between management and labour in individual
firms, such as in Jap&hAlso, adding tdripartite corporatism involving the
state, business and labour (or the state and other organizations representing
opposing interests, such as associations of doctors and health insurance funds;
Wiesenthal 1981) there wapartite corporatism between a state and just one
organized group, like in Japanese ‘corporatism without labor’ (Pempel and
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Tsunekawa 1979). Another version was industry associations, for example of
the chemical industry, voluntarily undertaking to enforce certain environmen-
tal standards among their members, so the state would and could refrain from
direct legislative intervention or bureaucratic control. Forms of corporatism
were also found that were confined to specffalicy arenas (‘policy’ as
opposed to ‘societal’ corporatism) like vocational training or standardization,
some of which involved traditional rights and obligations to greef-
government or Selbstverwaltung for example through Chambers of
Commerce and Industry with compulsory member3hip.

Generally, the ‘corporatist debate’ heightened the attention of a variety of
disciplines for the complex and diverse institutional structures that exist in the
interstices between state and society, mediating between the public and the
private and between compulsory and voluntary modes of collective action, and
serving simultaneously as extended arms of the state into civil society and as
conduits for civil society into the state. Here the concept of ‘private interest
government’ (Streeck and Schmitter 1984, 1985) proved useful as it empha-
sized the blurring of the boundary between state and civil society that was and
is at the heart of any form of corporatism, where organized groups participate
in and contribute to the making of binding political decisions. Later Colin
Crouch in a magisterial survey of European countries (1993) would speak of
an established practice of a ‘sharing of public spaces’in some and indeed most
European societies, while others saw neo-corporatism as enriching the reper-
toire of public policy and thereby relieving the modern democratic state of
otherwise potentially unsolvable problems of governability (following
Schmitter 1981).

Critics, to the extent that they managed to make themselves heard, some-
times attributed the rise of the neo-corporatist paradigm to the fact that its core
concepts were excessively loosely defined, so that too many diverse phenom-
ena could be subsumed under thénThat criticism can hardly apply to
Schmitter’s seminal paper of 1974 which made a truly exemplary effort to
specify in detail the types of corporatism and pluralism it put forward. Still, it
cannot be denied that subsequently Schmitter and others writing on corpo-
ratism took a rather catholic view if yet another newly discovered institutional
form was offered as a specimen to be included in the corporatist inventory.
Had the aim been theory in a strict sense, more conceptual rigidity might
perhaps have been desirable. But theory was not on the agenda, or in any case
could not possibly have been. Following Kaplan (1964), social science is well
advised to begin its inquiries with broadly defined concepts that allow for the
discovery of unexpected objects and unknown relations of similarity and
difference, enabling researchers gradually to reorganize their initial image of
the real world. Whether progress towards less open definitions is at all possi-
ble and indeed desirable in social science may be debated; perhaps reality
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simply changes too fast ever to permit conceptual closure. In any case, it
seems reasonable to assume that the period of exploration should last longer
when the object of research is a historical world that does not lend itself easily
to interrogation by controlled experiment. Even if one does not, like the
present author, subscribe to the admittedly radical view that in the social
sciences a good heuristic is always to be preferred over the best theory, one
may admit that as long as the task is to open up a new field of investigation,
loose definitions are much superior to rigid ones. That today we know so much
more about the institutional forms and political uses of organized collectivism
in the advanced industrial democracies of the late twentieth century is clearly
owing to the open conceptual architecture and the non-dogmatic, flexible use
of core concepts as heuristic devices during the high time of the ‘corporatist
debate’ of the 1970s and 1980s.

THE BURSTING OF THE BUBBLE

That the rise of neo-corporatism to the status of a core concept of contempo-
rary social science was linked to the political configuration of the years after
1968 was evidenced indirectly by the confusion caused in the neo-corporatist
camp during the 1980s by the victorious advance of monetarism as the lead
doctrine of economic policy. Keynesianism with strong unions, corporatist or
not, did not last long. As the 1980s began, its shortcomings became increas-
ingly visible. With hindsight, the neo-corporatist era may appear today as no
more than a rearguard effort to defend the increasingly obsolete post-war
settlement between the state, capital and labour, an effort that was doomed to
fail as, after the breakdown of the Bretton Woods international regime, it had
to rely exclusively on national political resources at a time of rapidly advanc-
ing internationalization of the capitalist economy.

Not that national neo-corporatism had been without its own, domestic
flaws. In many countries, it did not take long for policy-makers to discover
that the concessions that had to be made to unions year after year were becom-
ing ever more expensive with time, and more often than not simply moved
inflation forward into the future or caused a crippling accumulation of public
debt. Also, union leaders frequently turned out to be unable to deliver on their
promises of wage moderation, forced as they were to be responsive to a restive
and demanding membership. Sometimes cooperative unions suffered a loss of
confidence among core constituencies, which ultimately forced them to with-
draw from concertation, even though they did command a neo-corporatist
representational monopoly and a high degree of centralization. There also was
apparently no guarantee that neo-corporatist intermediary organizations,
however much supported by public organizational privileges, would always be
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able to maintain a sufficiently high level of membership and organizational
density. With the onset of the 1980s, union membership began to decline
almost everywhere, as in the 1960s, and although the political status of neo-
corporatist interest intermediaries is less dependent on member support than
that of pluralist pressure groups, it is not entirely independent of it either.
There also were indications that growing market pressures and intensifying
structural change, caused by both economic internationalization and changing
domestic policies, were making it more difficult for associational leaders, of
labour as well as of business, to aggregate the diverse interests of their
members into a common, collective interest and impose the sort of discipline
on their membership that is a condition of success in neo-corporatist institu-
tional settings.

Another reason why a gap soon began to widen between a changing real
world and the neo-corporatist ideal type was the fact that business increasingly
refused to play its role in the neo-corporatist gaPaeePanitch and the anti-
corporatist lefé4 business was never enthusiastic about institutionalized
tripartism, which it essentially and largely correctly perceived as a vehicle for
organized labour to insert itself in the centre of economic policy-making.
While sometimes tripartite cooperation had to be accepted for reasons of polit-
ical expediency as a second-best solution, or as the lesser evil compared to
unbridled shopfloor militancy, the business class always resented corporatist
encroachments on managerial prerogative; was afraid of political interference,
in a ‘negotiated economy’, with their freedom to invest or not to invest; and
increasingly believed, rightly or not, that labour and the democratic national
state were responsible for what they experienced as an exacerbating profit
squeeze. For a while it might have appeared that business had no choice but to
go along: organize in the same way as labour, develop the same political skills,
and seek to make its fortune in politically negotiated enterprises in socially
regulated markets. But as political and economic pressures mounted, business
leaders began to look for ways out of what now seemed to them a corporatist
trap2® Here they were soon to be joined by governments increasingly hard-
pressed to find ways of disciplining a working class that had grown ever more
demanding, if not with respect to nominal wage increases, then all the more to
social policy and the regulation of labour markets.

The accelerated internationalization of the capitalist economy that took off
in the 1980s was not simply the result of a conspiracy between capitalists and
conservative national governments. Yet internationalization was soon discov-
ered to offer a unique opportunity for redressing the power balance within
national political economies at the expense of the winner of the battles of the
late 1960s, organized labour. That discovery was made, not just by business,
but also by national governments who, sometimes inspired by their countries’
business associations, learned to use international organizations, in particular
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the European Union, to secure for themselves binding external mandates for
opening up and thereby liberalizing their more and more politicized and polit-
ically increasingly unmanageable domestic economies (Moravcsik 1998).
Business associations, for their part, ceased defending national home markets
and instead pressed for deregulation and the free flow, not just of goods and
services, but also of capital, as a way of liberating profit accumulation from
the increasingly uncomfortable political constraints imposed on it since the
1970s. Soon a broad wave of industrial restructuring was under way to make
national economies ‘fit for globalization’, accompanied by urgent demands for
deep reforms in collective bargaining, labour law and a ‘de-commodifying’
social welfare state, reforms that chipped away at the post-war settlement as
they reinforced the role of free markets by weakening the control of govern-
ments and organized interests over economic activities and the formation of
relative prices.

Who led the neo-liberal attacks on corporatism, business or government,
differed between countries, and so did the specific forms such attacks took. A
historical breakthrough was undoubtedly the success of Thatcherism in
Britain, which proved to an attentive international audience of government
leaders that labour-exclusive monetarist methods of bringing down inflation
were not only effective but also politically sustainable, even though initially
they involved very high rates of unemployment. More than anything else, the
Thatcherist experiment put to rest once and for all the received wisdom of
post-war political economy that democratically elected governments, and
perhaps democracy as such, could not survive at a level of unemployment
above the Keynesian maximum of five per cent. As a result the costs to
governments of concessions to trade unions, which had been rising anyway,
suddenly weighed much higher, especially because unemployment turned out
to be useful also to weaken excessively self-confident trade unions, and with
them the effective resistance of workers against liberal reforms of labour
markets and welfare states. That lesson was eagerly absorbed by governments
in all European countries, and while it was applied in different ways and
degrees, the fact alone that governments now had a credible alternative to
corporatism caused a major shift in the political-economic balance of power.

To be sure, the demise of incomes policy, and with it the most prominent
variant of neo-corporatist political exchange, had begun already in the late
1970s, with the discovery of international monetary cooperation and indepen-
dent central banking as new and politically less expensive instruments for
bringing down inflation. Here German leadership was decisive, first when the
Bundesbank in 1976 switched to a strictly monetarist pai@nt la lettre
and then when the Schmidt government initiated the ‘snake’ to contain
exchange rate fluctuations within Europe. From then on, all European central
banks had in effect to follow the Bundesbank, whdehfactoturned into the,



22 Corporatism and democracy

politically independent, central bank of the whole of Western Europe.
Subsequently inflation rates in OECD countries fell rapidly and converged on
a historical low where they have since remained, entirely without institutional
convergence on neo-corporatist structures or political convergence on neo-
corporatist political exchange. As a consequence the correlation in cross-
national comparisons of economic performance between neo-corporatism and
monetary stability that was observed in the 1970s effectively vanished
(Kenworthy 2002; Streeck and Kenworthy 2005, p. £57).

In the literature the move from Keynesian tripartism to monetarist unilater-
alism was reflected, among other things, in an increasingly revisionist reading
of the German case, once the shining example of ‘concerted action’, voluntary
wage restraint by large, encompassing trade unions and stable social partner-
ship between capital and labour under the auspices of a ‘semi-sovereign’ and
at the same time ‘enabling’ state (Katzenstein 1987). Today we know more
about the increasingly vicious infighting between German trade unions and the
Schmidt government in the second half of the 1970s, which was carefully
covered up by the Chancellor to placate his left-leaning paftdell
Deutschlang the brand name of German neo-corporatism that proved so
successful in the 1976 election campaign and attracted so much international
admiration as well as resentment, was always more a propaganda formula
designed, hopefully, to turn into a self-fulfilling prophecy, than it was a true
representation of social partnership in the German political economy. Scharpf
(1987 [1991]) had been among the first to draw attention to the crucial role
played by the Bundesbank, as opposeddmzertierte Aktionin keeping
German inflation as low as it was; and his work gives an impression of the
great sense of gratitude with which Schmidt regarded the political indepen-
dence of the bank, which to some extent at least shielded him against the ever
more expensive demands made on the government by a union leadership that
was, in turn, driven by an ever more demanding membership (Scharpf 1987
[1991], 133 ff.).

In subsequent years, under the Kohl government, the neo-corporatist inter-
pretation of the German case shifted, as it were, fromehendo thesupply
side. Now it was no longer monetary stability that neo-corporatism contributed
to German prosperity, but high skills, trustful cooperation at the workplace,
flexible internal labour markets, rapid adjustment to new technology, success-
ful technology transfer to small and medium-sized firms, and so on, that is, the
wide range of capacities that supposedly enabled German firms to prosper
under the restrictive zero inflation policies of a mercilessly myopic central
bank that refused to care about growth or employment (Streeck 1994). Rather
than about distributionModell Deutschlanchow was assumed to be about
production, and the monetarist whip of the Bundesbank was perceived above
all as a strong incentive for actors in the political economy to seek cooperation
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and avoid conflict by availing themselves of the rich variety of para-state insti-
tutions that happened to be around as a for once fortuitous legacy of German
history. Now, actually, the emphasigson cooperation rather than conflict,

and increasingly it became focused on the subnational level of policy sectors
or, indeed, firms. While the research on ‘supply-side corporatism’ (Streeck
1984) that ensued remained interested in the organizational forms of interest
intermediation, it no longer looked primarily at the national institutions and
the macroeconomic policies that had been at the centre of the early corpo-
ratism research, but at subnational (regional, sectoral or workplace-level)
arrangements promoting cooperation between competitors or between actors
with either different interests or complementary capacifies.

A further contribution to the bursting of the neo-corporatist bubble in the
1980s was the palpable failure of neo-corporatism to advance from the
national to the international, or supranational, level. As far as Western Europe
is concerned, this was not necessarily for lack of trying, especially on the part
of the European Commission and the European peak associations of labour.
Hopes, however, for the European Union to become a vehicle for carrying to
a higher level and into a new age the social-democratic-cum-neo-corporatist
politics of the 1970s soon proved baseless (Streeck and Schmitter 1991). With
Maastricht, the turn of the second Delors Commission towards supply-side
economic policies, the introduction of Monetary Union, the Stability Pact and,
at the latest, Eastern Enlargement, it was firmly established that United Europe
would never be anything like the super-sized replica of the European post-war
nation state that some believed it would become as a matter of course. Instead,
and in spite of brave efforts to the contrary, the European Union developed
into an intergovernmental-supranational machinery to promote the liberaliza-
tion of the European economy, institutionalizing above and beyond the nation
state not just the monetarism of the Bundesbank, but also and in addition a
strict policy of fiscal austerity that constrains national welfare states to embark
on fundamental liberalizing reforms.

Small wonder that, in an environment like this, not even European-level
collective bargaining got off the ground (see Falkner in this volume). While
under the ‘Social Dialogue’ the organizations of the European social partners
are kindly invited, and indeed well paid, to participate in regulating a narrowly
circumscribed catalogue of details, such as the minimum duration of parental
leave in member countries, they remain excluded from the fundamental deci-
sions that are today reshaping the European political economy, in particular
the management of the supply of supranational money and the restrictions on
the means national governments may deploy to combat unemployment.
Divided as they are along national lines by different economic interests, orga-
nizational traditions and institutional legacies, the social partners will proba-
bly never be able to play any other than a marginal role in the process of
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economic Europeanization — not least since business on its part has no interest
whatsoever in a sort of tripartism that would undo the present institutional
insulation of European economic policy-making from politics, and thereby
decouple Europeanization from the liberalization with which it is now so
firmly aligned.

As internationalization proceeded, organized collective participation in
public policy, including tripartite concertation between government, business
and labour, did not suddenly disappear. But it remained confined to national
arenas which, in the course of European integration, became embedded in supra-
national markets and governed by supranational imperatives of austerity and
liberalization. As a consequence its agenda was more and more set, as it were,
from above. How that agenda was worked off, within the limits of an overarch-
ing regime of international market-making, was left to national politics, as was
the procurement of political legitimacy for the painful decisions that were often
required. It was in this context that an apparent renaissance of tripartism was
observed in the 1990s by a variety of authors studying the efforts of European
governments to meet the accession criteria of Monetary Union and get their
domestic economies in shape for an integrated European market subject to a
hard currency policy. The key observation of the broad literature on ‘national
social pacts’ that grew up during the decade seems to have been that in many
countries governments did not follow the example of Thatcherist Britain and
instead negotiated with their trade unions, weakened by unemployment as they
may have been, agreements on wage moderation and other matters like labour
market and welfare state reform and the consolidation of public budgets
(Baccaro 2002; Ebbinghaus and Hassel 2000; Pochet and Fajertag 2000).

For some, the national pacts of the 1990s proved that earlier pronounce-
ments of an end of the corporatist century were premature. However, although
broad conceptualizations of social phenomena, as has been noted, may some-
times be productive, lack of conceptual closure may make one overlook
important discontinuities as the world moves on. Much of the recent literature
on corporatism seems bent on demonstrating at almost all costs that corpo-
ratism is not dead, however dead it may appear, and indeed will never die.
Both economic and political reasons are offered concerning why corporatism
will and must eventually survive the onslaught of liberalization. Upon closer
inspection, however, one would probably want to be a little less sanguine.
Organized and indeed institutionalized political collectivism did not at once
disappear with the monetarist explosion of the corporatist core of the de facto
constitution of European post-war democratic capitalism. But rather than
simply the old in new guise, what is now observed may be better conceived as
a collection of fragments, structural and functional, of the old corporatist
construction — fragments that continue to be used, like the ruins of ancient
monuments, by being converted to new, less grandiose purposes.
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Most fundamentally, unlike the political exchange of the 1970s the national
pacts of the 1990s operated under monetarist rather than Keynesian auspices
and were designed, and indeed constrained, to accommodate markets rather
than correct them. This raises the possibility, not taken seriously enough by
much of the literature, that labour inclusion in public policy may have ceased
to be indicative of labour’s political strength, strategic wisdom or functional
indispensability. Most governments and employers seem to prefer austerity
policies with a social pact over austerity policiegthout one, and find
economic and welfare state restructunivigh union cooperation more attrac-
tive thanwithout provided that the fundamental imperatives of economic
liberalization are not questioned. But this need not mean that they must allow
unions in return to make more than a marginal or merely symbolic difference.
Governments that would have the strength to attack the unions’ institutional
position may use it to make unions cooperate, rather than attack them. It may
be above all here that the policies of Continental-European governments differ
from the ideological anti-unionism of their American and British counterparts.
Unions, in turn, that like IG Metall may still command a residue of strength,
may prefer Labourism over corporatism and withhold cooperation in national
pacts if governments have nothing they could offer them in exchange, while
weak unions may cooperate anyway, hoping in this way to protect their orga-
nizational status. What from the outside may look like a continuation of the
class corporatism of the post-war order, therefore, may in fact be no more than
tactical caution on the part of governments and employers, and strategic impo-
tence and confusion on the part of unions. What counts is that what continues
to be identified by some as neo-corporatism is today deeply embedded in an
economic and political context of pressures for flexibility, deregulation,
decentralization, and so on, sharply constraining what trade unions as actors in
national politics can demand, not to mention a pervasive neo-liberal discourse
emphasizing diversity, individualism and voluntarism, and cultivating a vigor-
ous resentment against any kind of standardized reguf&tion.

In part, change since the 1970s is reflected in the many qualifiers used in
the literature to characterize the specificities of the ‘neo-neo-corporatism’ of
the 1990s. Thus some authors speak of ‘competitive corporatism’ (Rhodes
2001) to indicate the cooperative-productivistic character of national pacts
and the corresponding absence or secondary significance in them of distrib-
utional issues; here one is reminded of the earlier discovery of ‘supply-side
corporatism’. Others use terms like ‘lean corporatism’ (Traxler 2001; Traxler
et al. 2001) to emphasize that the new alliances are less demanding on the
participants with respect to their organizational capacities. For example, as
Regini (2000) argued early on, whether or not the unions involved in
national pacts commanded corporatist organizational structures was largely
irrelevant (see also Baccaro 2002), and indeed the strategic choices of
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collective organiztions with respect to participation in concertation and
cooperation seemed less than before driven by their structural characteristics.
Similarly, it no longer appeared of importance for successful pact-making
whether governments were of a conservative or social-democratic political
complexion (Hassel 2000, 2003). Overall it seems to be mostly general
concerns for governability that may continue to motivate governments to
invite participation in public policy-making of organized social groups of all
sorts, not just trade unions and employers (see also Culpepper 2002, who
emphasizes the role of associations as providers of information to govern-
ment). After the class corporatism of the post-war settlement had been blown
apart in the monetarist ‘big bang’, what the corporatist literature of today
investigates is a vast variety of specific and differential uses of collectivism for
public policy purposes serving as a convenient supplement to, and sometimes
even a vehicle for, the delegation of public policy to free markets, driven by
administrative rather than power-political expedience and more than ever turn-
ing organized groups into instruments of the state, rather than the state having
to share public power with organized class interests disadvantaged by free-
market capitalism.

THE NEO-LIBERAL TURN

In the neo-corporatist decade, many of those who devoted scholarly attention
to the study of organized collectivism in the politics of European democracies
thought of their work as ultimately contributing to practically relevant knowl-
edge on how to utilize the particularistic expression of special interests for
purposes of good governance. Their guiding assumption, based on empirical
studies of private interest government of all sorts, was that it was through a
range of political and organizational incentives (material give-and-take,
opportunities for collective participation, provisions for organizational secu-
rity) that interest associations could be induced to express and articulate the
interests of their members in such a way that they became compatible with and
supportive of common interests shared by all. How exactly this was to be
achieved was difficult to express in general terms, as successive case studies
seemed to reveal ever new ways by which organized interests were both paci-
fied and satisfied. Still, the more or less explicit expectation was that contin-
ued research would in the end yield something like a manual of cooperative
governance for artful policy-makers in societies divided by conflicting inter-
ests, a set of recipes for political-economic success in democratic polities that
were obliged to recognize and welcome rather than suppress the independent
organization of their citizens, especially their working class.

From the beginning this programme was deemed utterly unrealistic and
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indeed ideological by liberals of all stripes. As neo-classical economics began
to extend its reach to the analysis of institutions and collective action, one of
its main objectives was in fact to demonstrate, conveniently by means of
deductive formal modelling, that organized collectivism inevitably detracted
from a society’s overall welfa”®.Public policy, therefore, rather than sharing

its authority with private interest associations had to do its utmost to insulate
itself against them and, where it could not altogether abolish organized inter-
ests in the name of free markets or individual liberty, neutralize them by
subjecting them to as much pluralist competition as possible (see, for exam-
ple, Grossman and Helpman 2001; Persson and Tabellini 2000).

Neo-classical theory did and does recognize the possibility of a public use
of private interests in that it conceives of the common good as a by-product of
a free play of market forces. But it was, and remains, unwilling to accept that
there could also be a productive public use of priwatgnizedinterests.
Fundamentally this applied even to an author like Mancur Olson (1971), who
was originally prepared to concede to neo-corporatists that what he called
‘distributional coalitions’ were less damaging and perhaps even productive if
they were organized in an encompassing rather than a fragmented pattern.
Later, however, this distinction was increasingly lost, also by Olson himself
(Olson 1982), and one mathematical proof was added to another to show that
Pareto optimality was attainable only through exchanges between individuals
in markets properly regulated, not by distributional coalitions, but by a liberal
state protecting its freedom from any sort of political-collectivistic interven-
tion.

The advance of neo-liberal ideas may in part be explained by the fact that
‘corporatist theory’ never managed to produce a general statement of the
conditions under which private interest government may enhance or, to the
contrary, detract from the general welfare. Perhaps this was impossible since
whether admitting organized interests to public status is beneficial to a society
or not might ultimately depend on the historical context or on intangibles like
a political culture impregnated by a sense of collective discipline or national
purpose. Clearly, recourse to the Olsonian distinction between encompassing
and non-encompassing organizations was not enough to distinguish with suffi-
cient confidence between responsible self-government and agency capture, for
example in areas like vocational training or standardization. Cases could be
found in which encompassing organization was used to frustrate responsible
policies, as well as cases in which fragmented interest organization lent itself
to collectively responsible concertation (Baccaro 2002; Regini 2000). Perhaps
the problem was, and will continue to be, that deductive modelling can always
and easily be driven to a point where monopoly is shown to produce less opti-
mal results than competition. By comparison, the inductive knowledge gener-
ated by research on neo-corporatism inevitably includes the observation that



28 Corporatism and democracy

even the best-conceived strategies can fail in the real world, and that it
depends in part on tHertuna of policy-makers whether or not tiwétu of
encompassing organization may work itself out in a given situation.

Another factor, as repeatedly pointed out by Schmitter himself, may have
been the absence of a normative theory, or justification, of neo-corporatism.
What the corporatists of the 1970s had to offer was, perhaps, a realistic theory
of interest organization in post-war democracies, and what some of them were
working towards might have become an (inevitably compromised) praxeology
of how to integrate organized interest groups into the governance of a diverse
modern society. But either way, it remained unable to develop the charismatic
or utopian attraction that social theories may exercise if they manage to align
themselves with strong moral values. Even neo-liberalism, with its pathos of
individual freedom and responsibility, seems to be doing better in this respect.
It was not just the ambiguous history of their core concept that made it diffi-
cult for neo-corporatists to popularize their insights by providing them with a
normative coating. Very likely, corporatism ‘worked’, if at all, precisely
because, and only as long as, the way it worked was not publicly expi&ined.
For example, while one could have defended neo-corporatism as an effective
way in practice of giving workers and their organizations a say in the running
of a capitalist political economy, the concept and its practice were so devoid
of any utopian vision that precisely class-conscious trade unionists and Social
Democrats, especially in Scandinavia, refused to accept it even as a descrip-
tion of what they were doing. In fact, it was the often explicitly anti-corporatist
‘new social movements’ of the 1970s, and not the theorists and practitioners
of neo-corporatism, who were able to claim for themselves a new, morally
superior vision of participatory citizenship.

Of course the declining popularity of corporatist theory and practice in the
1990s also reflected changes in the real world. In addition to those discussed
in the preceding section, one may refer here to the tendency in most European
countries for organizations of business and labour to become less externally
encompassing and, at the same time, more internally divided, neo-corporatist
institutions providing organizational security notwithstandihg. less orga-
nized society implies more significant divisions between the organized and the
non-organized, the latter being the favourite theoretical, although not neces-
sarily practical-political, clientele of the neo-liberal critique of collectivism.
The most important such clientele consists of the growing numbers of long-
term unemployed whose interests became adopted by neo-liberal economics to
be played against the organized interests of the employed and in particular to
discredit the neo-corporatist conviction that social problems are best resolved
by cooperation and concertation. Moreover, increasing internal tensions
within corporatist organizations make them less willing than they might other-
wise be to commit their members to compromised common policies, and this
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holds for business associations urged by governments to hold on to social part-
nership, as well as for trade unions invited to share responsibility for liberal-
izing reforms in labour markets and welfare states.

Today those theorists or practitioners of economic policy are rare who are
convinced that the social and economic problems of the age are best addressed
by political concertation of organized interests. Even after the monetarist ‘big
bang’, pragmatism may still advise inviting organized labour into national
pacts and may caution against formally abolishing collective bargaining or
worker participation on the shopfloor and in the enterprise. But what protects
the institutions inherited from the 1960s and 1970s is less and less a positive
belief in the superiority, economic or moral, of consensual collective decision-
making over free markets. The hegemonic theory of the day, the dominant
public discourse and, increasingly, the practical wisdom of political decision-
makers seem to have more or less accepted the neo-liberal equation of interest
politics with rent-seeking; of cooperation with collusion; of inclusion of orga-
nized interests in the public sphere with exclusion of thasespresented by
established organizations; and of neo-corporatism with social closure and a
political-economic conspiracy in favour of a new establishment of job owners,
native citizens, old industries and the like. Not only liberals and conservatives,
but also a growing number of Social Democrats, especially in government,
have come to believe that the only way to reform is by restoring the indepen-
dence of the state from, and its sovereign authority over, organized interests.
While this does not preclude offering trade unions a seat on the reform band-
wagon to satisfy the vanity of their leaders, governments seem increasingly
determined to control the direction of reform and move, if necessary, without
trade unions and even, conditions being favourable, against them.

Only a few areas seem to be left in which policy-makers and observers (and
in any case probably only a minority of them) are inclined to consider collec-
tively negotiated solutions superior to market solutions instituted by means of
a neo-liberal regulatory state. Countries and parties differ with respect to the
extent to which they may be willing to make use of the fragments of post-war
corporatism to deal with problems of public policy. For example, governments
pursuing liberalization and privatization may find it expedient to devolve what
used to be state responsibilities, not to individuals, but to organized collectiv-
ities. While this cuts back on direct state provision, and is in this sense tanta-
mount to liberalization, it also bears traits of neo-corporatism in that it
involves interest organizations in the conception and execution of public poli-
cies. Awell-documented case is pension reform in Germany after 1998, where
private supplementary insurance for retirement pensions could for political
reasons not be made obligatory and as a result floundered for lack of partici-
pation (Trampusch 2005). The problem was overcome when trade unions and
employer associations successfully lobbied the legislature to insert a provision
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in the law that made company pension plans eligible for tax relief if they were
created by collective agreement. Even the trade union of the metalworkers,
which had fiercely opposed the reform on principle, negotiated an agreement
of this sort with its counterpart, Gesamtmetall. Among other things, the two
sides set up a joint body to propagate participation in the supplementary
pension system on the assumption that by inserting themselves in this impor-
tant and technically complicated subject area they were offering a service to
their members which would help them improve their standing with their
membership.

Another field in which organized collectivism might still be allowed a posi-
tive role in the liberalizing economy of today may be the structural adjustment
of regions or countries to international market pressures. Politically organized
territorial communities may undertake to respond to competition, not by cost-
cutting and downward adjustment of their general standard of living, but by
specialization in a high value-added international market niche (Porter 1990).
A growing literature argues that such specialization will require a suitable
physical and institutional infrastructure supporting the firms on whose
successful performance the community’s collective prosperity depends.
According to part of the post-corporatist literature, building this sort of infra-
structure is best done if government, business, trade unions and other groups
join forces for a cooperative and coordinated structural policy, so as to insure
their common economic fortunes against the risks of international price
competition and demand fluctuation. To a large extent, this is what is at the
bottom of the concept of ‘competitive corporatism’ (Rhodes 1998). Like
Katzenstein's (1985) ‘Small States in World Markets’, although referring more
to the supply than to the demand side, it extols the benefits for collective
competitiveness of a cooperative interest politics. A case in which it seems to
have been possible to forge an encompassing social compact of interest groups
of all sorts, in pursuit of what Crouch et al. (2004) have called ‘collective
competition goods’ supporting a national supply-side strategy of international
competitiveness, seems to be Ireland (Baccaro 2004).

If there is a future, then, for institutionalized political collectivism after the
neo-liberal turn, many believe it to be in the provision of collective goods
required for the international competitiveness of local communities, trying to
realize a negotiated vision of national or regional competitive advantage. As
indicated above, whether or not this implies that there is a future for corpo-
ratism is a matter of how broad a definition one is willing to adopt. How differ-
ent, in any case, the new configurations are from the class corporatism of the
post-war world is demonstrated not least by the Irish example. While the
Alliance did include trade unions and employers’ associations, it included
many other groups as well, and indeed was explicitly designed to combat
‘insiderism’, that is, the privileged position of the traditional trade union
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movement. Bearing no resemblance at all to the institutionalized tripartism of
classical neo-corporatism, the Alliance neither had a need for corporatist orga-
nizational structures, nor was it supportive of their emergence. Moreover, it
involved conceding a broad band of privileges to American multinational
employers whom Ireland was eager to att?aan. fact, their fluid composition

and the mostly voluntary character of participation in them make today’s
alliances for regional restructuring resemble, much more than post-war corpo-
ratism, the model of ‘associative democracy’ proposed by Cohen and Rogers
(1995) or that of ‘directly-deliberative polyarchy’ as developed by Cohen and
Sabel (1997). Associations organizing social classes may be present but are
not dominant in them; joint pragmatic problem-solving takes the place of
distributive bargaining; and as authoritative decision-making and distributive
politics give way to the joint creation of incentives for investors, there is very
little of the sharing of state authority between government and organized inter-
ests that was characteristic of neo-corporatism, especially at the regional level
where such authority is not (or is much less) present in the first place.

BEYOND CORPORATISM

Not only has the world changed since the 1970s, but so has social science —
and not surprisingly given that the social sciences are invariably informed by
the changing practical concerns and problems of their time. But while the
‘corporatist debate’ of the 1970s may in the end not have left much of an
impression on the real world, it did profoundly affect the way social science
reflects on it, and it may be appropriate at the conclusion of this essay to draw
attention to selected aspects of its continuing impact.

Paradoxically, the impact of the neo-corporatist heuristic seems to be least
discernible for the study of interest groups in a narrow sense, where one is
today withessing an astonishing renaissance of ‘lobbying’ as a concept and as
a subject of study (Kohler-Koch 1994; Mazey and Richardson 1993). Possible
explanations are not hard to imagine. To the extent that economic decision-
making has shifted to new arenas like the European Union, contact between
business and public authorities is apparently easier to organize on an Anglo-
American pattern than on a neo-corporatist model as developed over a long
time and in different versions in some but not all Continental-European coun-
tries. The rise of large firms as political actors and independent representatives
of their interests, which was commented upon already in the 1980s,
contributed its part, not just internationally but increasingly also within
national systems, even those with a corporatist tradition (Coen 1997, 1998).
Following the example of the Anglo-American world and the emerging prac-
tice of international organizations, Continental-European governments learned
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to deal with large firms one-on-one, and apparently insisted less than in the
past on speaking only to associations representing the collective view of
groups of firms*3

Business associations, for their part, often seem to have lost either the
capacity or the strategic will to accept public responsibility and mediate
between government policies and the demands of their members. In a variety
of European countries, as neo-corporatist arrangements crumbled under the
impact of liberalization, business associations increasingly adopted an aggres-
sive public relations strategy to push governments towards ever more liberal-
izing reforms that led them away from social partnership. One may add to this
the attenuating relations between social democratic parties and trade unions,
which made the latter also assume a more adversarial posture in relation to
government and the state in general, resulting in less moderation of demands
and a more independent, ‘pluralist’ style of interest politics.

Nor did the literature on neo-corporatism have as much impact on the study
of industrial relations as one might have expected. As unions lost power, acad-
emic interest in them declined. In the USA, but also in Britain, leading indus-
trial relations departments and research institutes were abolished or renamed
during the 1990s. Where they survived under a new name (typically one that
referred, in one way or other, to what came to be called ‘human resource
management’) the change was one of substance. Increasingly it was no longer
the study of trade unions and collective bargaining that opened up careers
within the practical world, but rather that of compensation packages, perfor-
mance incentives, ‘human capital formation’ and personnel management in
general, administered unilaterally and from above in what became as a matter
of course assumed to be a ‘union-free environment’. In Continental Europe,
where industrial relations was never more than a sub-discipline in the inter-
section of sociology, political science and labour law, only very few in succes-
sive new generations of students felt attracted by it, while the number of
aspiring personnel specialists enrolled in the business administration depart-
ments of the old public universities and of a growing number of new private
ones exploded. If more than a small minority of these had ever seriously
engaged literature on trade unions and collective bargaining, not to mention
corporatism, one would have to be very surprised.

Of course, while initially there had been a strong affinity between the neo-
corporatist heuristic and the study of institutionalized class relations, the
former soon came to be applied to other subjects and areas of inquiry. In the
corporatist literature, free collective bargaining served as a model of how, in a
liberal democracy with vibrant collectivism, independently organized social
groups might become involved in the making of publicly binding decisions,
with states and governments constrained to respect their autonomy, arrange
their own decision-making around them and learn to share their authority with
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them. The underlying idea, namely that major political decisions on the struc-
ture and direction of modern societies were sometimes made, not by the state
alone but by the state in cooperation with organized collective actors in soci-
ety, appealed to scholars reflecting in the 1970s on the potential and, by impli-
cation, the limits of state intervention in society and economy. For example, in
their attempt to develop a theory of how a democratic state might be used by
a modern society to organize itself and control the course of its own develop-
ment (a theory ofesellschaftliche Steuerundviayntz and Scharpf puzzled
over the limited success of social democratic reform in Germany, finding it
increasingly unsatisfactory to conceive of public policy exclusively in terms
of state decisions (Mayntz and Scharpf 1995; Mayntz 1997). Instead they
began looking for a concept 8teuerundhat included the possibility of state
government cooperating with organized social groups and of public policy
being negotiated between the state and an organized civil society.

Steuerungwas originally translated as ‘steering’, or ‘control’, but later
these terms were replaced with ‘governaféeAbandoning a state-centred
and hierarchical perspective on public policy, governance refers to the entirety
of processes and agents involved in making binding selections from alterna-
tive possibilities and thereby creating social order. Originally the concept
seems to have been introduced by the ‘new institutional economics’, most
prominently Oliver Williamson (Williamson 1987; Williamson et al. 1975), in
an effort to demonstrate that economic transactions that are governed by the
market (that is, not governed by the state) are nevertheless not without govern-
ment — or at least need not be, since private individuals pursuing their advan-
tage in the market were capable of freely contracting, not just on the terms of
their exchanges, but also on institutions to govern the latter where this might
be necessary. Soon thereafter, however, the concept was imported into the
corporatist discourse, to reflect the blurred boundary between state and soci-
ety observed in contemporary democracies; emphasize that private actors take
part alongside public ones in the making of binding decisions; and draw atten-
tion to the contribution of ‘private interest governments’ to social order
(Hollingsworth, Schmitter and Streeck 1994). With its spread to a more state-
centred tradition of policy studies originating in administrative science and
implementation research, the concept then paved the way for the incorporation
of some of the core insights of the ‘corporatist debate’ into theories of public
policy-making3®

Today’s burgeoning literature on social, political and economic ‘gover-
nance’ as a complex interaction between state and non-state actors builds on
one of the cornerstones of the neo-corporatist heuristic, the intertwining of
state and civil society. That same notion is also present in current work on
policy networks which takes off from the idea that political decisions originate
in interactions between a variety of loosely coupled individual and collective
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agents of all kinds (Marin and Mayntz 1993). Who belongs to a policy
network, and who is central or peripheral to its operation, is treated essentially
as an empirical question; it may also change, as networks are conceived as
more open than corporatist arrangements and as potentially highly flexible and
easy to reorganiz¥. Policy networks are also seen as specialized in narrow
areas of decision-making. The main difference, however, between network
analysis and the neo-corporatist tradition, and certainly the tradition of
Steuerungstheorjés that the former goes much further than the two others in
divesting the state or its authorities of special responsibility for the overall
direction of policy. While the neo-corporatist study of private interest govern-
ment and the concept gesellschaftliche Steuerumlid admit a plurality of
agents as involved in the making of public policy, their ultimate objective was
a sophisticated praxeology for an informed state of how to cajole an indepen-
dent, interest-consciougigenwillige civil society into contributing to a,
however negotiated and compromised, common purpose. ‘Networked’ as it
might be, for neo-corporatists as well as for the theoris&eierungt was
ultimately the state that governed, if by negotiation, due to its monopoly on the
legitimate use of force, as well as its superior democratic legitimacy and
accountability. Network analysis, even where it is more than descriptive statis-
tics, abandons this premise, replacing as it were an action-theoretical with a
behaviourist perspective on public policy formation, and giving up collective
intentionality in favour of an empiricism for which there can be no difference
between the objectives and the outcomes of collective decision-n¥dking.

A second important offshoot from the neo-corporatist literature, and again
especially from its engagement with industrial relations, is a broad stream of
historical-institutionalist research on political econotimong the distin-
guishing marks of historical institutionalism, especially in comparison with
economics and its rational choice bridgeheads in social science, is that it treats
the preferences of actors as endogenous to the institutional settings in which
they are acted out. A model for this was and continues to be the way in which
neo-corporatist analyses conceived of collective interests as produtes-of
mediationby interest associations between their members on the one hand and
extant political opportunity structures on the other. From the beginning, it was
a central topic of the corporatist literature that interests are not given but are,
and need to be, defined and interpreted in relation, among other things, to the
institutional and organizational means for their realization. Institutional and
organizational structures thus functioned as what one might calbtistitu-
tive conditionsof a process in which actors determined what their best inter-
ests were. For example, workers were shown to exhibit different interests with
respect to nominal wage increases, productivity and inflation depending on
whether they were represented by craft unions in a highly decentralized collec-
tive bargaining regime, or by industrial unions negotiating for entire industries
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or countries: while in the first case high nominal wages counted more than
monetary stability, and technological change was more of a threat than an
opportunity, in the second enhanced collective control over the side-effects of
their collective action made workers develop a vested interest in low inflation

and rising productivity as conditions of steady real wage increases (Crouch
1982; Olson 19823?

The latest production of institutionalist political economy is, of course, the
fast-growing literature on diverse national versions of a capitalist market econ-
omy. The 1980s had seen an increasing interest among students of industrial
relations in how the corporatist governance of the employment relationship
might be linked to the governance of the economy as a whole, and in particu-
lar whether differences in industrial relations were associated with differences,
not just in the relationship between state and society, but also in national
patterns of productionHere concepts like ‘diversified quality production’
(Streeck 1991) were developed in an attempt to explore what seemed to be
‘elective affinities’ between national industrial relations regimes on the one
hand and a country’s characteristic type of production on the other. Originally
the relevant literature simply pointed out what appeared to be functional rela-
tions between the two, without exploring their origins or trying much to theo-
rize about them. Even outside the Frenépulation school, however, there
was a sense that economic strategies (including the production strategies of
firms) were not necessarily and always prior to a society’s institutions, includ-
ing those of industrial relations, and that in certain circumstances the latter
might in fact be the cause of the former. The prospect this raised was that
production patterns, usually believed to be exogenously imposed by the
market or strategically chosen by management, might be treated as endoge-
nous by a new institutional economics capable of accounting for differences
between versions of modern capitalism as an economic system.

It is not the place here to trace in detail the way in which the corporatist
debate fed into the rise of tharieties of capitalisnparadigm, in particular
after the implosion of state socialism and the accelerated internationalization
of the capitalist political economy in the subsequent detdéat suggests
itself instead is to look back and consider current theorizing on capitalist
diversity in the context of the controversies of the 1970s on convergence and
divergence in industrial society. In this perspective, the ascendancy of neo-
classical economics may appear as the advent of a new theory of convergence
— one, however, in which the mechanism generating homogeneity of national
political economies iso longer technology but economic competitioran
open world market. Institutionalist theories of capitalist diversity oppose the
economic theory of capitalist unity implied in neo-liberalism and contest the
view that there is one best way to organize a capitalist economy, namely
comprehensive reliance on the institutional minimalism of free markets and
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free price formation. Indeed, rather than worldwide convergence on neo-
liberal ‘best practice’ under pressure of international competition, the ‘vari-
eties of capitalism’ literature predicts continuing diversity, offering
reassurance to those who for whatever reason favour a more regulated and
politically coordinated version of capitalism governed by collective decision-
making over one ruled by self-regulating markets.

The decisive question, of course, is for the mechanism believed to be
sustaining diversity between countries and their economies. In the 1970s,
when tendencies towards convergence were supposedly to emanate from tech-
nology, it was the collective action of the working class that was to make the
difference for how industrial capitalism was to be organized, and the concep-
tual apparatus of neo-corporatist analysis provided a language to account for
how such action became infused into public policies. Today other mechanisms
are being suggested. Apart from strategic specialization, the currently most
prominently discussed cause of continued diversity is an assumed need of
political economies for internal institutional coherence and complementarity.
The underlying idea is that, unlike what is implied by neo-liberalism, national
economies do not require a specific kind of institution for good economic
performance, but a high degreecomplementaritypetween whatever institu-
tions may govern them. Capitalist market economies, that is, can perform in
different ways and still perform equally wefirovided their institutions fit
with one anotherln fact it is suggested that there are basically two sorts of
advanced capitalism, liberal and coordinated, or individualistic and collec-
tivistic, which can both prosper as long as each organizes its institutional
spheres according to the same logic, of free price formation in the one case and
of political-institutional coordination in the other (Hall and Soskice 2001).

As mentioned above, at one time what might have become ‘corporatist
theory’ seemed to suggest that for reasons of, mesitipgenoyspolitical
pressures for good economic performance, non-corporatist polities had to turn
corporatist sooner or later. Todeayonomicheory is almost united in its belief
that, vice versa neo-corporatist political economies have to turn neo-liberal,
due toexogenougmarket) pressures. The ‘varieties of capitalism’ approach
seems to reject both propositions. The formative experience by which it may
be inspired seems to be the failure and final defeat of neo-corporatist reform in
the UK in the 1970s and 1980s, followed by the ascendancy of the liberal and
further liberalized economies of Britain and the USA in the subsequent decade.
The lesson the theory draws from this, which it offers to the economically
declining ‘coordinated’ political economies of the European Continent, is that
salvation lies innternal coherenceand rather than trying to get rid of their
political and economic collectivism and become like their temporarily more
successful competition, Continental-European political-economic systems
would be better off sticking to their inherited principles of organization.



The study of organized interests: before ‘the century’ and after 37

Unlike its neo-corporatist predecessor, that is to say, the new theory of non-
convergence allows for little political voluntarism. The good news it brings to
political economies with neo-corporatist institutions is that they do not have to
become neo-liberal. The bad news, however, is that they could not do so
anyway, even if they wanted 46.Nor, of course, could liberal political
economies become corporatist, and their working classes would be well
advised not even to try. This is, essentially, because any institutional reform
can only be a partial one, reorganizing no more than selected elements of an
interlocking, tightly coupled system of institutional spheres. This, however,
would undermine the complementarity of system elements and, as a result,
detract from its economic performance — which not only capitalists but also
workers could not want. But then, it is not the working class that is believed
by the new theory of capitalist diversity to control the design of national insti-
tutions. Unlike in the corporatist writings of the 1970s, their architecture is
created and defended by firms vitally interested under international competi-
tion in protecting the institutional requirements of the sort of production to
which they have become accustomed.

Many questions may be raised regarding the new theory of capitalist diver-
sity in the light of rapid social and political change sapping the strength of
collectivism in European societies; the lasting performance crisis of important
specimens of a coordinated market economy, such as Germany; and the
continuing liberalization of the European political economy in the course of
European integration. What may be worth pointing out is that the ‘varieties of
capitalism’ theory of non-convergence seems to have replaced, in the spirit of
the age, political activism as a source of diversity with institutional inertia, or
‘path dependency’, and political choice with economic constraint. Whether
institutional inertia and economic constraint will be enough to preserve the
‘European social model’ only time will tell. Here we cannot but note that
today’s promises of lasting diversity assume an essentially defensive posture,
drawing hope from functionalist constructions that are not in principle differ-
ent from the sort of passive-deterministic theories that the politically activist
social science of the 1970s tried to leave behind once and for all. But then, as
noted already, these are different times.

NOTES

1. | am grateful to Lucio Baccaro, Helen Callaghan, Colin Crouch, Martin Hépner, Bernhard
Kittel, Renate Mayntz, Philippe Schmitter, Kathleen Thelen, Christine Trampusch and
Cornelia Woll for constructive comments and criticism.

2. See Schmitter (2002) for an interesting return to a subject that was always present in his
work in one form or other.

3. Unlike the convergence theories that became current at the end of the twentieth century, the
unifying force presumably driving cross-national convergence in the 1960s was not the
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market but technology. More on this important difference below. Also, in the spirit of détente
embraced by American liberals in the 1960s, convergence between the USA and the Soviet
Union was to happen somewhere in the middle, with the former gradually embracing more
‘planning’ and the latter slowly introducing more ‘market’ in their respective economic
systems (although the ‘mid-point’ was undoubtedly expected to be somewhat closer to
California than to Siberia). Of course, American normalism did not always and necessarily
take the form of technological determinism. See, for example, Parsons (1971).

It is ironic that the theoretical voluntarism of the emerging New Left in European social
science undertook to ground itself on the same Marxist tradition that American convergence
theory had by then appropriated to demonstrate the inevitability of the worldwide march to
pluralist industrialism. If nothing else, this shows how differently Marx can be read. Even
more ironic, however, was the fact that the reassertion of political agency by New Left social
science remained bound to national politics and the persistence of institutional and political
differences between nations — that is, units that in principle one would not expect to count
much in a leftist and thus, presumably, internationalist perspective.

In the USA, by comparison, the decline of trade unionism that had been under way all over
the Western world during the 1960s continued into the 1970s and 1980s. In most European
countries the trend was reversed for the next one-and-half decades. In the USA, instead of
an increase in the power and influence of trade unions, the discontent of the 1960s gave rise
to the civil rights movement and issued in public policies for ‘equal opportunity’ in the
marketplace.

Industrial relations was also taught in Britain at the time. While the ‘Oxford School’ had
different roots from its American counterpart, it was also, although for different reasons,
suspicious of excessive pragmatism (Fox 1974). Moreover, it was far less international in the
scope of its subjects and concepts, and therefore largely unsuited for export to other envi-
ronments.

On the relationship between industrial relations and the early comparative politics literature,
see Streeck (2004).

Another figure to be mentioned here is, of course, Stein Rokkan — who happened to be
European, however.

Philippe Schmitter, in a personal communication, reminds me of the importance of reinven-
tion in the social sciences, which | take to mean the rediscovery and re-use of forgotten
concepts. Reading classical texts or authors that nobody remembers any more helps.
Important intellectual breakthroughs are sometimes made simultaneously and indepen-
dently by more than one individual. In the present case, Schmitter’s impact was undoubt-
edly reinforced by the fact that the usefulness of corporatist concepts for the analysis of
contemporary Europe had at roughly the same time been discovered, and described in
much the same terms, by Lehmbruch (1974, 1977). As far as | know, Schmitter and
Lehmbruch learned of each other only after their ideas were basically formed and in fact
had been committed to paper. Much has been made of the differences between
Lehmbruch’s ‘liberal’ and Schmitter’s ‘neo-’ corporatism, and it is true that the former
placed somewhat more emphasis on the process of policy concertation and on the, as it
were, consociational functions of corporatist arrangements, while the latter was more
concerned with the structural disposition of intermediary organizations to participate in
concertation. What is important here, however, is that Lehmbruch, coming from a very
different, and indeed very European, theoretical tradition, lent additional validity to the
conceptual language reintroduced by an American political scientist with a Latin
American research background.

For an overview of the historical background of modern theories and practices of corpo-
ratism, and for a broader discussion of the following, see Streeck and Kenworthy (2005).
For a summary of the relationship between corporatism and the European post-war settle-
ment, see Streeck and Kenworthy (2005).

This was the time when the sarcastic and, in some cases, slightly envious label for corpo-
ratism as a ‘growth industry’ (Panitch 1980) became widely used.

For the official state-Marxist reception in the GDR see Rachel (1981).

For an overview see Kenworthy (2001) and Molina and Rhodes (2002).
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For some, the difference between the well-being of the working class on the one hand and
the proper functioning of the national economy on the other was less than clear-cut. In fact
there seems to have been a growing tendency in the literature to identify the former with the
latter, at least until the advent of ‘jobless growth’in the 1990s. On the methodological short-
comings of the quantitative-comparative literature on the economic effects of corporatism,
see Kittel (2000).

One of the first to investigate empirically the relationship between corporatist structures of
interest intermediation and the general governability of a society was Schmitter, in an essay
published in 1981 (Schmitter 1981).

See the title of Schmitter's and Lehmbruch’s co-edited book of I8@8ds Towards
Corporatist Intermediatiorf{Schmitter und Lehmbruch 1979). How long-lasting and resis-
tant to disappointment such convergence expectations were is demonstrated by the survival
of pious hopes for the European Union, the liberalization machine of the European economy,
somehow to develop into a neo-corporatist supranational polity (see Falkner, this volume).
More on this below.

Alternatively, countries lacking in economic performance could be seen as having, not
too little, but too much corporatism. Being for whatever reason unable to become more
corporatist, they might try to become more liberal by undoing the little organized collec-
tivism they had. A seminal paper by Lange and Garrett (1985) was among the first to
point to the possibility of efficiency-driven polarization of national systems into more or
less pure types, a theme that is central to today’s ‘varieties of capitalism’ literature (see
below).

Such change, along with the narrow limitations of the comparative-statistical methodology
that were discovered only later, may in turn have been the reason for the often contradictory
results of the empirical analyses of the economic consequences of corporatism. A good
survey of the findings of a large number of studies is found in Hpner (1997).

Such applications of the concept contributed to the emerging identification of corporatism
with cooperation, indicated by the not infrequent misspellings of corporatism as ‘coopera-
tionism’ by attentive but less than fully literate students. From there it was not a long way to
identifying corporatism with paternalism, especially in enterprise-level industrial relations.
Streeck and Kenworthy (2005) distinguish between structural and functional corporatism,
and within the latter between concertation and self-government.

Colin Crouch, in a note to the author, speaks of a case of ‘conceptual corruption’. Since the
concept of corporatism ‘had an ambiguous pedigree, it was vulnerable to very diverse inter-
pretation and could be made to mean anything from state control of organized interests to
government by organized interests instead of by the state’.

But also some of the more recent rational choice political science, like Swenson (1991),
which often makes it appear as though corporatism was not just the second-best but the opti-
mal solution for business.

When in the early 1980s neo-corporatists began in earnest to study ‘the associative action of
business’ (Schmitter and Streeck 1982 [1999]) they approached their subject with a concep-
tual apparatus that was firmly premised on the post-1968 Keynesian world. Thus interna-
tionalization and the political opportunities it offered to business did not figure at all in the
research design, except perhaps as possible inducements for higher-order, multi-level asso-
ciation-building in compliance with the neo-corporatist logic.

The same was true, and possibly for the same reasons, for the correlation between neo-
corporatism and a low incidence of industrial conflict. After the virtual disappearance of
strikes in the USA and Britain, it could no longer be claimed that the costs of neo-corporatist
concessions were balanced by lower losses due to industrial disruption.

A decade later, assumed virtue had again turned into observed vice when the productivistic
‘virtuous circle’ corporatism of the 1980s (Streeck 1991) was found to have mutated into
parasitic ‘welfare corporatism’ (Streeck 2001, 2005). Basically this was a result of the social
partners securing their continued peaceful cooperation in the face of deep economic restruc-
turing by joint exploitation, condoned by the Kohl government, of the social welfare system
for mass early retirement. The disaster (a tremendous increase in labour costs that cemented,
and added, to the very unemployment that early retirement was supposed to reduce) became
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complete when the same methods were employed after 1990 to retire the vast volume of
excess labour in the former GDR.

Something similar may apply in the Eastern European ‘transition’ countries where tripartism
at the national level is imposed by the European Union as part of the acquis communautaire,
but in practice has mostly remained a fagade. An intuitive affinity to collective solutions
seems even less present than in the liberalizing countries of the West, and even more than
West European trade unions those in the East of the Continent seem to be anchored, to use
the old corporatist language, in a Logic of Influence rather than of Membership.

A partial exception is the rich literature on national systems of wage formation that builds
on the seminal article by Calmfors and Dirifill in which they introduce the notion of a ‘hump-
shaped'’ relationship between the centralization of wage setting and inflation (Calmfors und
Drifill 1988). Note, however, that the positive effect attributed to collectivism is limited to
monetary stability. Note also that an alternative, radically decentralized and market-driven
system is regarded as a fully functional equivalent.

Politics, Bismarck is supposed to have remarked, is like blood sausage: you don't really
want to know how it is made.

For the case of Germany see Streeck and Hassel (2004).

As a result, as Colin Crouch reminds me, inequality is now at a higher level in Ireland, a
small and homogeneous country of three million people, than in the USA.

On this and the following see Streeck and Visser (2005). Privileged access of large firms to
political decision-makers is of course not provided for in neo-classical theory, which does
not really have a place for firms as organizations. Nor is it in line with neo-liberal ideology,
which will have nothing to do with lobbying. Of course one might be tempted to argue that
the rise of neo-liberalism is in fact nothing else than the liberation of large firms from social
obligations and a restoration of their internal and external hierarchical authority (see the
introductory chapter in Crouch and Streeck 1997).

In the late 1960s, Amitai Etzioni (1968) introduced the concept of ‘societal guidance’, for
the same subject and with similar intentions. For whatever reason, that concept was not
picked up by others. On how ‘Steuerung’ was redefined as governance, see Mayntz
(2003).

Interestingly it also came to be adopted by the institutionalist strand of international relations
theory which was looking for a concept by which to suggest the possibility of some sort of
order even in the stateless world of interstate relations where ‘realists’ see only power and
conflict.

To the extent that students of what they still regard as ‘corporatism’ are increasingly recon-
structing their objects of study as ‘networks’ this may reflect increased fragmentation and
complexity of organized social groups and the interests they represent.

In Etzioni’s (1968) terms, this would represent a shift from an ‘active’ towards a ‘passive’
sort of theory, one that has no place for the setting and pursuit of societal goals, which may
either be realized or missed. Not surprisingly, network analysis seems particularly relevant
for the study of sectorally specialized governance arrangements in state-free international
settings, where the production of order is left to a multiplicity of agents that lack both public
power and democratic legitimacy. As decisions emerge ex post from an aggregation of
actions taken independently by a variety of agents, one notes in passing that there is a certain
similarity here to market processes.

For an outstanding representation of this school, see Thelen (1999).

For a recent example of how the substance of collective group interests may vary with the
institutional structure in which they have to be pursued see Woll (2004). An elegant exposi-
tion of the contextual malleability of interests as they become translated into operative pref-
erences is given by Hall (2004).

See Hollingsworth, Schmitter and Streeck (1994) and Crouch and Streeck (1997).

Note the interesting parallel with the weaker version of the once budding neo-corporatist
convergence theory which attributed non-convergence on the corporatist pattern to lack of
ability of pluralist countries to converge, expecting them to be punished for it economically.
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2. Neo-corporatism and democracy

Colin Crouch

A tension between corporatism in its various forms and democracy has long
been recognized: in the case of authoritarian or state corporatism, obviously
so; in that of societal or neo-corporatism, in more complex ways. The main
argument of this chapter is that, where neo-corporatism is concerned, this
tension is far less important than the support that neo-corporatist arrangements
offer to effective democracy. First, it is necessary to establish that neo-corpo-
ratism remains a phenomenon worth discussing in the neo-liberal political
economies that dominate the early twenty-first century world. In fact, a review
of recent contributions to neo-corporatist literature on organized interests and
macroeconomic management suggests both the continuing viability of at least
some of these arrangements and the continuing validity of the original argu-
ments initiated by Philippe Schmitter in the 1970s (Schmitter 1974; Schmitter
and Lehmbruch 1979; Lehmbruch and Schmitter 1982). There have certainly
been changes, but most of these should have been predictable from those argu-
ments and are consistent with the theory. There has been one genuine surprise:
the dependence of some — though not all — national cases of neo-corporatist
industrial relations arrangements on the manufacturing sector. If such arrange-
ments have in some cases failed to perform their important characteristic of
responding to general, social concerns and not just those of their members
narrowly defined, it is because their institutions have failed to embrace the
particular issues presented by employment in public and private services.
This last point raises the problems of rent-seeking and exclusion that crit-
ics of neo-corporatist arrangements have long claimed to be associated with
them, and therefore brings us to the relationship between neo-corporatism and
democracy. Standard claims that non-producer interests, such as ecological
ones, will be advanced more successfully in democracies where neo-corpo-
ratist institutions are weak than in those where they are strong will be refuted.
But certain claims that neo-corporatist institutions tend to produce widespread
social exclusion and insider lobbying will be seen to require serious attention.
While in certain cases neo-corporatist institutions have protected insiders at
the expense of large numbers of outsiders (for example, both the well estab-
lished neo-corporatist structures of Germany and the weak and recently estab-
lished ones of Spain), this has been far less true of the Nordic countries or the
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Netherlands. Second, problems of insider lobbying are by no means limited to
neo-corporatist cases, and could even be said to be more severe (at least
among employer and business interests) when neo-corporatism is weak. In
conclusion, it will be argued, there is no zero-sum relationship between neo-
corporatism and formal democracy. Their relationship is mainly orthogonal,
and under certain conditions may even be mutually supportive.

BACKGROUND TO THE DEBATE

When Philippe Schmitter (1974) invited social scientists to consider the
survival of corporatism well into the post-World War |l period, he acknowl-
edged a major differentiation within the species. Pre-war corporatism had been
based on authoritarian compulsory structures: organizations that ostensibly
represented interests in fact subordinated them to the priorities of an authori-
tarian political regime. This kind of corporatism was closely associated with
fascism, and in much of Europe shared its fate, being defeated either by liberal
democracy or state socialism in the outcome of the war. It survived in Portugal
and Spain, which had remained neutral in the war; and in Latin America,
particularly in Argentina, where it developed later. Schmitter was at that time
primarily a Latin American and Hispanophone specialist. However, in what
became the most important part of his contribution to the analysis of organized
interests, he acknowledged the existence in some other places of a very differ-
ent, liberal form of corporatism that he called ‘societal’. Here, labour and
employer organizations cooperated voluntarily at a central level with each
other and with governments, effecting continuous compromises that enabled
them to reap gains for their members without disadvantaging national
economies.

This second form, which is often known as ‘neo-corporatism’ to distinguish
it from the fascist variety, was mainly associated with the very different polit-
ical scenario of social democracy. A brief account of how this kind of corpo-
ratism operated will explain this association between a fascist form and a
political philosophy rooted in the idea of strong, autonomous labour move-
ments in a context of democraky.

In a free-market economy, trade unions constantly encounter the problem
that any gains they make for their members will lead to increases in the prices
of the goods and services produced by them, which may reduce demand and
create unemployment. This does not mean that unions can achieve nothing;
even under purely competitive conditions they can pursue various kinds of
rights for their members that do not result directly in higher prices. Also, in the
real world the conditions of the truly free market are frequently absent;
monopolies and oligopolies exist, which restrain supply in order to retain high
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profits. Unions can bargain for a share in these, and a large part of their activ-
ities involves doing precisely this. However, the price constraint and its impli-
cations for employment always remain in the background in any market
economy.

During the inter-war years the free-market regime had come under chal-
lenge as an economic ideal. It was seen to be associated with major waves of
unemployment and insecure wages, which led to widespread worker protest
and dissatisfaction. The economic depression and mass unemployment of the
1920s and 1930s were linked to social disruption and the rise of both commu-
nism and fascism. Political and business leaders sought for means of offsetting
the economic turbulence and somehow smoothing the fluctuations of the
economic cycle. This was partly the concern of existing conservative and
liberal elites, worried about threats to social order, and partly of the emerging
new leadership in the labour movement itself. The main policy response that
emerged was for government to manage aggregate demand in the economy to
smooth the trade cycle. It would accept deficits in the balance between the
taxes it raised and its spending programmes during periods of weak demand,
thereby avoiding recessions; and it would run surpluses to limit excessive
expansion during periods of growth. These policies, known as Keynesian after
the British economist John Maynard Keynes, who developed much of the
theory surrounding them, were first launched in the Scandinavian countries in
the late 1930s, then in the UK and elsewhere in the non-communist industrial
world during or after World War Il. It was never universal throughout the
industrial world; Federal Germany in particular tackled the problem in differ-
ent ways (Matzner and Streeck 1991). However, there was broad consensus
that governments should use various policy instruments to prevent the appear-
ance of major recessions, evidenced primarily in increases in unemployment.

This would however run a major risk. In the democratic climate of the
defeat of fascism, there was also broad agreement that trade unions should be
free to organize labour, inter alia to press for improved wages and conditions.
If governments were more or less guaranteeing to intervene to prevent reduc-
tions in aggregate demand, price rises would become general, leading to infla-
tion, from which everyone would suffer. This was the dilemma of the
democratic, full-employment economy to which neo-corporatism was a
response. If union leaders could be induced to respond to the unavoidable
perception of the likely inflationary consequences of their actions, they would
voluntarily exercise restraint, or channel their energies into gains for their
members that did not add to costs. Voluntarily, therefore, and in exchange for
a macroeconomy favourable to their members’interests, they would behave as
forces supporting social and economic order — something that the authors of
fascist corporatism had instigated through authoritarian means.

But when can leaders of organizations be ‘induced to respond to the
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unavoidable perception’ of negative general consequences of the actions they
take to advance their members’ interests? As Mancur Olson (1982) argued, in
a market economy organizations of particular interests engage in rent-seeking
behaviour: extracting gains for their members from the generality. They will
abstain from this only if their membership is so extensive within the society
concerned (‘encompassing’ in Olson’s term) that they must internalize any
negative consequences of their action: there is not enough of the society
outside the group’s membership on to which negative consequences can be
dumped. For encompassingness to be possible, decision-making would have
to be concentrated in a few hands at the centre of labour organizations, since
only then would the group on behalf of whom decisions were being made
approximate to the generality or overall universe of interested persons. This
has usually been held to imply that only ‘centralized’ union movements could
be compatible with neo-corporatism — establishing another tension between
neo-corporatism and democracy. However, as | have argued elsewhere
(Crouch 1993), within the general context of a democratic society with volun-
tary associations, centralization can be maintained only when the organiza-
tions concerned possess ‘articulated’ structures. By this | mean structures that
facilitate frequent interaction between the centre and more local levels, during
which the centre learns how far and for what purposes it can rely upon the
loyalty of the periphery.

RECENT CHANGES IN THE PERFORMANCE OF NEO-
CORPORATIST INDUSTRIAL RELATIONS INSTITUTIONS

The Keynesian model of demand management was tested to destruction in the
commodity price crises of the 1970s. Inflation reached high levels as Western
consumers tried to contest the major shift of resources from their economies to
those of oil-producing nations that was in progress. They fought in various
ways, but prominent among them was tough bargaining by unions to try to
ensure that every rise in the general price level was compensated for by
increases in their members’ incomes — increases which were mainly passed on
in further price rises. This was in fact the high tide of neo-corporatist arrange-
ments: it was in those countries where unions (and employers) were organized
to operate in encompassing ways that their leaders could appreciate the folly of
this spiral. It was in those with powerful unions but lacking encompassing insti-
tutions (primarily Italy and the UK) that the situation seemed desperate.
However, sooner or later virtually all governments decided, though to very
different degrees, that the post-World War |l policy instruments could no longer
be trusted to keep inflation under control. This challenged both Keynesian
measures as such and the role that had been played by ne@itstrpoions
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and employers’ associations, since these had developed in the Keynesian
context. Control of monetary aggregates and an end to the pursuit of full
employment as a direct goal — as opposed to a by-product of fiscal and mone-
tary policy — proved to be highly effective in reducing inflation. On the one
hand this removed a major task and a major collective good — anti-inflation-
ary wage restraint — for which successful neo-corporatist institutions could
claim credit. On the other hand, at least for trade unions, this had hardly been
a task of which they had wanted to boast. An ability to control the negative
effects of the successful pursuit of one’s main goal is hardly a proud claim. It
also raised the question, asked very seriously in the UK and the USA.: if unions
could be rendered sufficiently weak in the first place, their neo-corporatist role
would not be needed.

There was however no general dismantling of neo-corporatist structures
where they had been effective, and the triumph of neo-liberalism over demand
management was less thoroughly practised in reality than in theory. As the
most extensive comparative study of the performances of different kinds of
industrial relations institutions shows (Traxler, Blaschke and Kittel 2001), in
European and some other industrialized countries where they exist, neo-corpo-
ratist institutions continue to operate broadly in the manner described above.
This does not mean that there have not been changes; there have, and they
have been major. But the changes should not surprise anyone who had
followed closely the earlier writings; and their effect has mainly been to
weaken the neo-corporatist character of certain empirical organizational struc-
tures, not to weaken the performance of neo-corporatist structures as such.

The Shift Away From Inflation as a Policy Concern

First, the agenda of neo-corporatist deals has shifted from inflation to issues of
employment, skills, modernization and changes in labour practices (Pochet
1998; Rhodes 1997). In those countries where neo-corporatist mechanisms had
been strong, unions have accepted a shared agenda with employers to improve
the performance of firms and whole sectors. The exchanges here are complex
and detailed. In general, unions want to insist on their members’ opportunities
to improve their skill levels, so that their firms can succeed in the global econ-
omy without facing wage competition from low-cost, low-skilled countries.
Employers insist on improvements in capital intensity that reduce the numbers
of workers needed to produce a given output, usually involving net staffing
reductions. This changed agenda should have been fully expected given the
changes in the general political and economic agenda and presents no shock to
the neo-corporatist model itself. Indeed, some of the ‘new’ roles of neo-corpo-
ratist bargaining had in fact long been present, such as the improvement of
work skills (Crouch, Finegold and Sako 1999; Streeck 1989).
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Second, the context in which this has been happening is very different from
the post-watrente glorieusesConsequent on the change towards neo-liberal-
ism in dominant economic strategies there have been major changes in the
balance of power within negotiations in favour of employers. In the ‘core’
north-western European cases this has involved what Rhodes (1997) has felic-
itously called ‘competitive corporatism’. This is implied in what has been said
immediately above about the global economy. The growing, though by no
means infinite, ability of firms to locate production wherever they chose
across the world while labour remained largely rooted in its national context,
necessarily shifted the balance of power in industrial relations towards
employers. The content of bargaining became increasingly a matter of setting
the terms on which a firm, sector or even a national economy could remain
competitive. Frequently this involved workers accepting a deterioration in
their real wages or working conditions. For example, unions have often
bargained only to compensate their members for increases in inflation, fore-
going any claim to a share in increased productivity when this was rising more
rapidly than inflation (Erne 2004). But the competition in competitive corpo-
ratism is primarily among Western European countries, as it is only among
these, rather than at a global level, that such marginal adjustments in relative
wages can have significant effect. There have therefore been attempts by
cross-national groups of European unions to prevent what appear to them as
beggar-my-neighbour practices. They have set wage-claim targets of inflation
compensation plus a share in productivity gains. There has been some success
in this, particularly among unions either side of national boundaries (ibid.). A
major example is the metalworking industry around the Belgian, Dutch and
German borders. Even the ‘inflation plus’ strategy is evidence of a neo-corpo-
ratist approach, as it implies that unions should avoid trying to increase
labour’s share of total income or increasing prices. There is therefore a conflict
between two levels of neo-corporatism: a national ‘competitive corporatism’,
and an attempt at a European one.

The Shift Away From the Nation State

This last point has become particularly relevant since the introduction of the
single European currency, which challenges the viability of the nation state as
the prime unit of neo-corporatist decision-making. This, together with global-
ization in general, marks a third change. Neo-corporatist aridrtiori
authoritarian corporatist) institutions have always been formulated at national
levels. They have been grouped around national governments and have
involved national associations of capital and labour. More formally, Olson’s
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concept of encompassingness assumes a manageable and definable universe
across which organizations can be said to be encompassing. His theory, and all
others that concern the logic of neo-corporatist stability, hold only to the extent
that there is a relatively bounded universe linking fiscal and monetary policy,
labour markets and labour market organizations, and the scope of firms.
Throughout most of the history of industrial societies the nation state has
provided such a universe, but it becomes eroded as firms become global and
as institutions like the European Union (EU) develop.

Neo-corporatist organizations can respond positively to this kind of situa-
tion in two ways. First, they may try to shift their point of activity to a higher
level, to recapture encompassingness. This is what can be seen in the attempts
to create trans-European frameworks for collective bargaining (Erne 2004;
Pochet and Vanhercke 1998). To date these have been extremely weak, and of
course cannot cope with the challenge of full globalization. They also tend to
be one-sided. It is unions that seek them, employers often preferring to avoid
opening new levels that involve negotiation with workers’ organizations.
However, the fact that the attempts exist demonstrates the continuity of pres-
sures towards neo-corporatism. Second, the shift to levels above the nation
state of many elements of economic regulation paradoxically increases the
incentive of nationally rooted institutions to find new powers for themselves.
Governments, trade unions and smaller firms remain organized primarily at
national levels, and governments and unions have to respond to national
constituencies. They therefore have to develop some capacity to deliver gains
to these constituencies. This is the logic of Rhodes’s ‘competitive corpo-
ratism’: using national corporatist structures to improve economic perfor-
mance at the national level can meet this need. This is an interesting case of
parliamentary democracy (which remains strongest at national levels) sharing
an interest with neo-corporatist structures, where these are sufficiently strong,
in anchoring some elements of economic regulation at the national level.

The Shift to Social Pacts

Fourth, in a number of countries there have been moves towards generalized
‘social pacts’, rather than the technical arrangements about wage increases
and changes in working practices that have characterized northern European
neo-corporatism (Pochet 1998; Schmitter and Grote 1997). Pacts are more
general in terms and cover a range of themes from economic stability to social
peace. They have been prominent in Spain, Portugal and Greece; and after the
fall of state socialism in Central and Eastern Europe, they became important
in those countries too — suggesting an association between them and recency
of democracy. Pacts have had some continuity with what Pizzorno (1978) had
identified as the process of political exchange surrounding and possibly
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preceding neo-corporatist deals. Unions could threaten social disruption; there-
fore, a ‘good’ that they could offer governments was restraint in the exercise of
that capacity. It is similar to the argument about inflation, and overlaps with it.
And it had the same negative implication of making a good out of restraint in
inflicting a ‘bad’. The social pacts of the 1990s and early twenty-first century
have been somewhat different — weaker, but less negative. In young and unsta-
ble democracies unions could act as gen@uinungsfaktoren that is,
elements supporting the existing social order, not becoming part of the forces
that might disrupt it. Among the potentially disruptive sources, in both Spain
and in some countries in Central and Eastern Europe (CEE), were often ethnic
or geographical separatisms that could be separated from unions’ socio-
economic agenda, but under certain circumstances could become merged with
it. In exchange for contributing to general stability, unions in CEE received
little more than an acknowledgement that they were indeed part of
‘respectable’ society. However, this was often an important gain in societies
where unions could easily have been ostracized as having been part of the old
state socialist regime. At a time when the prevailing Anglo-American neo-
liberal order was in any case generally delegitimating the concept of organized
labour’s institutionalized place in society, this was often valuable.

Neo-corporatist bargaining involving weak unions raises the more general
question why employers and governments (if the latter are involved) should
bother to negotiate at all if unions are weak; why not simply ignore them, as
has been the tendency in parts of British and US industry? One reason is that,
if employers and governments have experienced stable neo-corporatist rela-
tions that have produced positive-sum results, they have little incentive to risk
destroying that legacy for what may prove to be a temporary weakening of
organized labour’s power. This helps explain why countries with successful
neo-corporatist records have tended to retain these institutions, while those
without them have turned aside from attempts to introduce them, producing a
growing diversity of industrial relations systems.

These arguments do not explain the appearance of pacts in countries with
weak unions and no past history of neo-corporatist success. But this phenom-
enon is not entirely new. In the post-war period there had been union move-
ments with strong institutional entrenchment alongside organizational or
labour-market weakness. This had, for example, been the case with organized
labour in the Federal Republic of Germany in the immediate post-war years.
Unions had been accorded entrenched institutional positions as part of post-
Nazi reconstruction, but until the late 1950s the labour market was very weak
as several million German expellees from Central and Eastern Europe entered
the western part of Germany. Frequently unions could do little other than to try
to ensure by their cooperative behaviour that employers would not try to erode
the formal rights that they had gained. Earlier still, the first steps in both Dutch
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and Swiss neo-corporatism had taken place in the late 1930s, when the grow-
ing threat of major war in Europe led national elites to offer limited incorpo-
ration to the leaders of rather weak and non-militant union movements
(Crouch 1993, ch. 5). Even earlier than that, unions had acquired a limited
incorporation in the last years of the Hapsburg empire, when they at least
represented German-Austrian forces in a regime threatened by independence
struggles among its hon-German nationalities (1993, ch. 4) — often in the very
same parts of central Europe where national governments used a similar
approach in the 1990s.

A Shift From Superior Economic Performance

Fifth, during the late 1990s and the first years of the twenty-first century it
became increasingly difficult to claim superiority of economic performance by
countries with neo-corporatist industrial relations institutions over those with-
out. Germany and some — though by no means all — neo-corporatist countries
began to demonstrate a weaker economic performance on certain indicators than
the USA and then the UK. (Germany is of course a special case, as this was no
longer the West German republic within which a complex and often ambiguous
set of compromises had developed between unions and employers during the
first four post-war decades, but a new country that had overnight expanded its
population through unification with the impoverished East German state-social-
ist republic, whose workers had had a completely different set of experiences.)

However, it had always been an error on the part of some writers to claim
that there would necessarily be superior performance by neo-corporatist indus-
trial relations systems (for example Hibbs 1987). There was no warrant for this
in the basic theory. As set out above, the fundamental premise of neo-corpo-
ratist arrangements was the avoidance of inflation in situations where labour
was powerfully organized. This says nothing about the performance of market
economies with weak labour (Crouch 1982). If unions were powerful but not
part of neo-corporatist arrangements (as in Italy and the UK in the 1970s), they
were likely to produce inflation or unemployment (depending on the prevailing
fiscal and monetary regime) and restrictive labour practices. In such situations,
neo-corporatism was therefore likely to be more efficient in a narrow economic
sense than what was known as colleckiresez faire But if labour was weak
there were no strong reasons to expect a liberal market economy to under-
perform a corporatist one. What happened during the last part of the twentieth
century and the first years of the new one was a collapse of union power.

If some neo-corporatist arrangements are acting less effectively than in the
past, it is because some of the necessary infrastructure of effective neo-corpo-
ratism has decayed. This returns us to Olson’s (1982) argument cited above,
that organized interests will only abstain from rent-seeking behaviour if their
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membership is so encompassing that they must internalize the negative conse-
guences of their actions. It follows that if socio-economic change erodes the
encompassing character of an organizational system it will cease to operate in
a neo-corporatist way, even if formal attributes and some elements of behav-
iour remain unchanged. The only problems with Olson’s account were: (i) that
he saw encompassingness solely in straightforward statistical terms of propor-
tions of a national labour force represented by a principal central decision
point; and (ii) that he, like most other writers of the period, concentrated on
inflation as the ‘bad’ that would result from rent-seeking in a Keynesian
context.

In relation to (i) it is important to note that sensitivity to export prices could
act as an incentive to wage restraint in addition to pure encompassingness,
provided unions and employers’ associations were organized in a manner that
required them to take account of such prices. In particular, organizations repre-
senting a whole industrial sector, rather than only some layers of employees
within it, were more likely to take this datum into account (Crouch 1999:
17-20). This point shows how neo-corporatism could be effective outside the
very narrow range of cases that Olson envisaged for it. More germane to the
present argument is point (ii). Once, as noted above, the political agenda of
collective bargaining broadened beyond wage negotiation, the bads that could
be produced became more extensive than inflation, and a different logic of
externalization and internalization came into play. For example, and to antici-
pate an argument that will be developed in more detail below: if employment
creation and/or protection have become major activities of industrial relations
organizations, but if the significant actors within those organizations have
responsibilities only to male workers of certain ethnic backgrounds and age
ranges, they may be content to externalize barriers to employment opportuni-
ties to those outside this category. There is not necessarily any change here in
the behaviour of the organizations concerned. What changes is the agenda of
issues, changing in a way that severely challenges the appropriateness for
continued neo-corporatist performance of the nominally neo-corporatist struc-
tures concerned. This eventuality should have been predicted by those of us
writing about neo-corporatism up to the 1990s, but in general it was not. The
issue raises important implications for both the operation of neo-corporatism
and for its democratic legitimacy.

SECTORAL CHANGES IN EMPLOYMENT AND
NEO-CORPORATIST INSTITUTIONS

The principal change involved in loss of encompassingness is the shift in
economies from the manufacturing base in which most industrial relations
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systems are rooted, whether or not they are neo-corporatist, to the services-
sector orientation of the early twenty-first century (Castells 1996; Crouch 1999:
ch. 4). Even though manufacturing remains important in all advanced
economies, and for some purposes (such as foreign trade) it remains funda-
mental, in some other respects it has lost significance. Most important, at least
for present purposes, is employment, where services sectors are now more
prominent, because of their labour-intensive nature. Both manufacturing and
services are subject to constant improvements in productivity: both incremen-
tal ones and major technological shocks such as the almost universal use of the
computer and its associated keyboard to perform work tasks ranging from
setting the gauge on a metal-planing machine to presenting diagrams in a
conference paper. But many services depend at some point on the direct presen-
tation of an activity to the customer by another human being. While the replace-
ment of a human action by a mechanized one is nearly always likely to improve
productivity in manufacturing, in services it will at certain points adversely
affect the quality and added value of the product. Teachers, nurses and waiters
are only a few, prominent, examples of service activities where replacement by
a machine could have negative consequences. Further, this argument applies to
certain low-productivity service activities as well as high-productivity ones. It

is for this reason that it is erroneous to see the shift from manufacturing to
services as always an upward shift in skill levels of the workforce. Indeed, as
Scharpf and Schmidt (2000) have argued, the fact that more service activities
than manufacturing ones are not vulnerable to external competition means that
they provide important shelters to low-productivity workers in a period when
globalization primarily means competition from low-wage countries.

Closely related to this change is a gender issue: manufacturing employment
(with the exception of eastern Europe) and therefore its associated industrial
relations systems have been primarily male affairs. As a result, neo-corpo-
ratism has historically often been an overwhelmingly male institution. The
main exception to this has been employment in so-called ‘social and commu-
nity services’, the first services sector to outpace manufacturing in job growth,
where in modern societies a majority of employees is usually female (Crouch
1999: ch. 4). Particularly in Europe, employment in this sector has mainly
been public employment (or has been until recent waves of privatization), and
public employment is particularly strongly unionized — usually more so even
than manufacturing (Visser 1987). But the logic of employment relations in
public service differs in many ways from that in private, whether in manufac-
turing or services. There is no capitalist employer; many public services are
considered to be of particular social importance, so industrial action by public
employees creates direct harm to the public. Because of this, these employees
have often had restricted rights to take part in industrial action; but, partly in
exchange for this, governments have often accepted an obligation to be model



Neo-corporatism and democracy 57

employers, and therefore to establish generous standards of union representa-
tion. The integration of public service or, more widely, public sector workers
within wider union movements has therefore sometimes been problematic. As
unions representing these workers grew particularly rapidly from the 1970s
onwards, the internal balance of union movements changed. Perhaps even
more important changes took place on the employers’ side: it is not easy for
the government as employer to become part of the structure of private
employer associations that are the necessary counterparts to unions in an
industrial relations system, corporatist or otherwise.

Then, during the 1980s, employment in other kinds of services began to
grow: business services, distribution, personal services. These were usually in
the private sector, often fairly new as forms of activity, and often in small
firms. They also employed large numbers of women. Here, with some excep-
tions like banking and insurance, where in any case large, long-established
firms dominated, traditions of union organization were weak and often vigor-
ously contested by employers. The impact of this sector on industrial relations
systems has therefore been minor.

It is by no means necessarily the case that neo-corporatism cannot adjust to
these changes. The Nordic economies in particular have developed forms of it
that are as much able to regulate services sectors as manufacturing and to deal
with the special concerns of female workers as well as male ones. Private as
well as public services have been unionized in a way found in few other coun-
tries, gradually enabling the development of an industrial relations system that
includes both. As a result, unions have become responsive to female employ-
ees’ needs, making it easier to recruit even more of them. The high level of
centralization characteristic of the manufacturing model has not been estab-
lished across the whole — with perhaps some gain in flexibility and represen-
tativeness at the expense of encompassingness; but a certain minimal level of
that quality has been achieved.

Opposite causes seem to have been associated with a similar responsive-
ness in the Netherlands. Here weakness seems to have made unions particu-
larly responsive to the need to change and adapt to the new economy (Visser
and Hemerijck 1997). The ratio of services to manufacturing employment in
the Netherlands is particularly high. The level of female labour-force partici-
pation had been particularly low, but the existing male-dominated unions
responded to that situation, and encouraged a number of labour-market and
social policies designed to assist female employment. Simplistic arguments
that assert that neo-corporatist structures cannot respond to change therefore
do not seem to be valid. At the same time it is not the case that only neo-corpo-
ratist systems can adapt: the British industrial relations system, though not
corporatist, has developed similar abilities to adapt to changing sectoral and
gender composition.
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Difficulties have been experienced in systems where (unlike the Nordic
cases) the existing system is heavily skewed towards existing strengths in
manufacturing; and where (unlike the Netherlands or the UK) existing institu-
tions have been providing enough rewards to manufacturing insiders not to
give them any incentive to change. The main case here is Germany. The prime
mover of neo-corporatism in the former western Federal Republic was the
existence of major metalworking and chemical industries that derived a large
part of their earnings from exports. Unions organized at the level of the indus-
trial branch accepted shared responsibility for the competitiveness of these
industries, as their members’ jobs and their own organizational presence
depended on them. The organizations representing these industries dominated
the world of employer associations and unions; and the general state of the
economy also depended on them too. Therefore, an organization that was
encompassing in these industries was more or less encompassing to the
national economy. This was encompassingness through export sensitivity, as
mentioned above. But it was not full encompassingness.

This scenario has changed in uneven ways during the past decade or more.
Unions have continued to cooperate in the pursuit of efficiency and competi-
tiveness in the export industries, but on the assumption of a high-wage model.
In a context of globalization, this has been achievable only through a major
replacement of labour by technology. Job creation becomes possible only
outside these industries, mainly in services sectors. But these remain outside
the parameters of the logic of the industrial relations system; their needs
neither affect that system, nor is the system involved in their operation. The
differences are further reinforced by demographic characteristics. As noted,
the manufacturing industries in Germany, as everywhere else, primarily
employ male workers. Given that employment is declining within the sector,
its workers are relatively old. They are also primarily ethnic Germans from the
territories of the former western republic. Women, young workers, ethnic
minorities and East Germans are only weakly represented by the neo-corpo-
ratist industrial relations system. Without really affecting the way it behaves in
its own terms, this sector has therefore ceased to be encompassing, but looks
only to the interests of its insiders. The main consequence is an absence of
policies and practices likely to create employment for the outsider groups.

A similar situation prevails in Spain, but for different reasons. This is
hardly a neo-corporatist case. Spanish labour acquired freedom from fascism
only in the mid-1970s, at the moment when the classic post-war model was
encountering difficulties elsewhere in Europe. The country remains relatively
poor by the standards of Western Europe, and outside agriculture it has devel-
oped few points of excellent economic performance. Unions remain very weak
in membership terms. However, it was an important achievement of Spanish
democracy and a contrast with the fascist period that unions should be
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autonomous, powerfully embedded in the system, and possessing extensive
rights. The consequence of this contrast between the state of the economy and
the level of union rights has been that the industrial relations system can
protect only a minority of workers, who become insiders at the expense,
mainly, of the younger generation. The main institutional expression of this
dualism is the temporary work contract. Those who manage to acquire the few
secure jobs that the system can provide enjoy very advanced employment
rights. Those outside are mainly on temporary contracts, from which they are
rarely able to move into the secure sector.

Where a neo-corporatist system extends its membership to sectors that
continue to grow, it will continue to operate in a positive way, because the
conditions for encompassing are still being met. Or, in the Dutch or British
cases, when unions fear that they will be victims of exclusion, they have an
interest in becoming inclusive. On the other hand, once a neo-corporatist
system has begun to protect insiders only and has no capacity for self-exten-
sion to new sectors and types of worker, it is likely that only threatened
marginalization could provide its internal actors with changed incentives.

These incentives are asymmetrical in that unions require an institutional-
ized industrial relations system if they are to have any serious role, while
employers do not. Firms can bargain and lobby governments without the inter-
mediary role of associations if necessary; indeed, they may prefer it, as the
lobbying may bring direct rewards for an individual company in the form of
government contracts. There is no equivalent to this on the labour side. The
marginalization and contraction of the system is therefore always an option for
employers. The US and British cases show this most clearly, but the German
and Swedish systems have seen similar strategies advocated by business inter-
ests (Myrdal 1991; BDI 1989). For employers to remain supportive of any
institutionalized industrial relations system, including a neo-corporatist one, it
has to provide them with bargaining returns that are more secure than those
they might achieve from unilateral action.

Some conclusions may be drawn from these changes and the diversity
among them. Where a neo-corporatist system becomes one of insider protec-
tion, it still offers some general gains that give political authorities some
incentive to retain it, or at least not to challenge it fundamentally. First, the
gains that it continues to deliver to the sectors and parts of the labour force
where it operates may still be considered to be worth having, especially if
those sectors themselves are still important. This is probably the case with the
German metal-goods and chemical industries. In that sense therefore the
system is not, strictly speaking, one of pure insiderism — some general public
goods are still being delivered.

Second, and more negatively, the capacity for disruption that the insiders
might cause if fundamentally challenged might be judged to constitute a heavy
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cost in its own right — whether to a perceived public good or (more narrowly)
to the convenience of the political class. This is a kind of public good, the kind
considered by Pizzorno (1978) and discussed above. However, if that is all that
is being offered, it is likely that powerful political and economic actors outside
labour’s ranks will resent this kind of contrived public good and seek oppor-
tunities for dispensing with the need for it (as happened in the UK in the
1980s).

Third, insider-serving neo-corporatist systems are highly vulnerable to the
charge that they are hostile to democracy. Not only do they ensure that exces-
sive priority is given to the interests of minority sectors, but they actually
inhibit the interests of those (sectors, genders, generations, ethnic groups) not
represented within them. A national economy will suffer from an incapacity to
generate new sectors, suggesting a tendency to stagnation implicit in neo-
corporatism, if it loses a capacity for encompassingness. Neo-corporatism
presents newcomers with serious entry barriers. A new interest has to be
accepted as somehow eligible, not just of representation, but even of defini-
tion. New economic activities often find it difficult to be defined in a way that
enables them to form an association and have this listened to. But some other
sectors, and certainly excluded social categories, even if excluded from the
corporatist system itself, have chances to operate in other power fields, espe-
cially ‘normal’ politics.

CORPORATISM AND FORMAL DEMOCRACY

It is on this last issue that we shall concentrate here. Ambiguities in the rela-
tionship between neo-corporatism and democracy have already been implied.
At one level, neo-corporatism is somehow part of the same family as some-
thing far more authoritarian; at another, it has been part of the development of
democracy. There is a further tension between neo-corporatism and the formal
democracy of elected parliaments and governments. Neo-corporatism, it is
argued, can represent only existing producer interests. It can represent only
existing sectors, because only industries that already exist can generate the
kinds of organization — trade unions, employers’ associations, trade associa-
tions — which are the building blocks of its representative structures. It repre-
sents only producer interests because these are the only ones that can manage
industrial relations and other production and trade issues. Formal democracy,
it is further argued, is subject to no such constraints; new issues, interests and
identities may emerge at any time within its more fluid structures, and they can
be based on any kind of subject at all, not just those related to work and econ-
omy. Therefore, the more that the democratic political system has to share
power with a neo-corporatist economic representation system, the less flexible
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and responsive, the less open to new issues and to non-producer issues a polity
will be.

This theoretical argument is open to verification. It would, for example,
contend that environmental and ecological interests will achieve far more
progress within countries where non-corporatism is weak than where it is
strong. In fact, the opposite is the case. On almost all indicators of environ-
mental policy, the Nordic countries, Germany and the Netherlands — all more
or less neo-corporatist — are world leaders; the USA, the prime exemplar of
non-corporatism, is a laggard. This suggests that strong neo-corporatist struc-
tures do not necessarily interfere with democratic political channels, but may
at least be orthogonal to them and at best be supportive of them.

This conclusion justifies a more nuanced approach to the relationship
between neo-corporatism and democracy. First, neo-corporatist structures may
sometimes be able to demonstrate a technical capacity to achieve goals shared
by the parliamentary system but which the institutions of that system itself
cannot achieve. This is in fact their main legitimation and describes the earlier
role of neo-corporatism in making possible non-inflationary full employment.
Second, in some cases the democratic system may demonstrate a more
profound incapacity to realize its own task of goal-setting, particularly in situ-
ations of parliamentary deadlock. This was frequently the case in Belgium in
the 1950s and 1960s, and in Italy in the early 1990s. Third, democratic struc-
tures may themselves face some legitimacy challenges — as a result of corrup-
tion (as often in Italy), or weak establishment (as in the deals noted above in
relation to Spain and central Europe). In such cases parliamentary democracy
may be grateful to borrow the legitimacy of the neo-corporatist system, even
if the latter is not particularly effective. Not only have weak unions been grate-
ful to have the legitimacy of participating in a social pact, even if that brings
them little in the way of substantive gains, but governments in weakly estab-
lished democracies are grateful for an association with trade unions, which
have important roots in the society. Similar principles apply to the cultivation
of relations with both unions and employers’ and trade associations by the
institutions of the EU. By building direct links with these, the Union tries both
to entrench itself among non-governmental organizations at national level
and to establish the rudiments of a European civil society.

However, the declining capacity of some neo-corporatist systems to repre-
sent the whole productive system — the basis of its own legitimacy and claim
to usefulness — becomes a very severe weakness indeed, raising a new element
in the argument concerning the relationship to democracy. Particularly at a
time when democratically elected government seems to be growing across the
world, while neo-corporatism is languishing even within its Western European
heartland, the question must arise: is it not time for these latter institutions to
be consigned to the dustbin of history, along with many other structures which
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seemed important during the high tide of industrialism, but which are becom-
ing increasingly marginal in a post-industrial society? It might linger on
successfully in a few places, but these are just the anomalies that history
always includes.

FORMAL DEMOCRACY UNDER SCRUTINY

But a sociologist or an empirically minded political scientist can never be
content with the formal properties of institutions. It is necessary to subject the
claims of formal (particularly parliamentary) democracy itself to a similar
substantive critique as that to which neo-corporatism has been submitted.
After all, corporatism can be made to appear formally universal through the
establishment of legally perfect but substantively vacuous systems of the kind
that Mussolini, Franco, Salazar and other fascist rulers erected in the inter-war
decades. Seen in the perspective of a critique of formalism, current democra-
tic practice is vulnerable to criticisms as withering as those to which neo-
corporatism is becoming subject.

Parliamentary democracy can make three great claims. First, while the
perfect formal equality of universal suffrage never implies true equality of
political influence, it does require political leaders to appeal to and submit
themselves to a judgement comprising all actual and potential interests and
identities to be found among the citizens of the political unit concerned. This
aggregation of so many different interests amounts to an appeal to a general,
collective, public interest. In contrast, neo-corporatist and other interest asso-
ciations need appeal only to a membership base. Second, universal suffrage
implies a potential capacity for new interests and identities to shape and
express themselves, and to gain political voice (in the sense of lobbying for
political attention) as a result of that autonomous process. Unlike in neo-
corporatist contexts, there are no official gatekeepers. Particularly notable in
recent decades, for example, has been the capacity of identities concerned with
sexual orientation to achieve political expression in many countries.

Third, democratic party politics involves permanent open, transparent,
public struggle between governments and their opponents, which places a
premium on openness and the identification and articulation of conflict. In
contrast, neo-corporatist organizations are not engaged in a conflict where one
side is trying to replace the other. They therefore have to do deals with each
other, and conflict is expressed in compromises reached between them, not in
the replacement of one group by another. This usually leads them to prefer to
keep their disputes and even their discussions private, even secret. Only at
extreme moments do they call on a wider mobilization of supporters — some-
thing that political parties are preparing for every day. Similarly, they do not
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articulate visions of what they are trying to achieve, but operate technocrati-
cally (Erne 2004). They may carry an historical legacy of visions constructed

before they entered the neo-corporatist arena, but they have little capacity to
renew these in the same way, and they are at risk of gradually becoming
outdated.

However, the attractive attributes of political democracy can be heavily
compromised in empirical systems in ways that have relevance for the
comparison between them and neo-corporatist structures. Quite significantly,
some of these weaknesses are likely to be exceptionally severe when the orga-
nization of interests within the society concerned departs from an encompass-
ing neo-corporatist pattern. This is interesting, as it suggests a strong limit to
the frequently assumed zero-sum relationship between corporatism and
democracy. Two important current weaknesses of political democracy in many
advanced nations are especially relevant to this issue:

e the capacity of insider elites and producer lobbies to secure far greater
influence than those interests that have to rely on the public political
system;

« the possibility that whole classes, interests or geographical areas may
lack the means to secure effective as opposed to formal representation.

Lobbies and Democracy

The principal legitimacy and claim to democratic quality of those regimes in
which governments at various levels are elected is of course the electoral
process itself. Although this is not the subject of the present chapter, its impor-
tance must not be forgotten. But following in the train of the idea of formal
electoral democracy come other important democratic qualities. As already
noted, because political authorities have to be elected, they also have to make
themselves available to both open and private lobbying; they have to produce
and receive information, also often publicly, relevant to that process; and citi-
zens have to be free to form lobbying organizations and to try to draw atten-
tion to themselves in a way that government cannot ignore. A formal electoral
democracy that lacked these other components would be a very weak one,
lacking vitality and activism among the citizens, whose role would be reduced
to just voting when elections were declared.

According to some forms of democratic theory, political parties play a
particular role in relating political decision-makers to these social interests. It
is in their differential attraction to and of interests and identities that parties
derive the characteristics that distinguish them from each other in a way that
makes meaningful democracy possible. One of the means by which interests
lobby political authorities is therefore as insiders to one or sometimes more
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than one party. In some ways this is the most legitimate form of pure politics.
Lobbies, interests and identities work through the parties; the parties present
themselves for election; the voters choose which part(y)(ies) they prefer, and
during a particular electoral period the interests associated with that party or
those parties achieve(s) the most political influence. There has been a democ-
ratic (in the sense of majoritarian) legitimation of that particular cluster of
interests.

However, from some other points of view, this ‘purely’ partisan pattern of
interest representation lacks democratic quality. Pure majoritarianism leaves
minority interests completely neglected, at least until the next election. And
some interests and identities are doomed to permanent minority status (for
example demographically defined categories, like ethnic, religious or possibly
generational groups). This legitimates the idea that political conflict does not
stop after an election, but defeated groups can continue to lobby, to press, to
argue, possibly even to coerce governments. From some points of view this
constitutes a richer democracy: there are no permanent majorities and minori-
ties; conflict, argument and information exchange continue; elements of the
public try to expand the range of political weapons available to them.

This is what we see in most systems that are worth calling democratic. It is
however vulnerable to criticisms of the kind launched by electoral or parlia-
mentary purists. The equality of the ballot box, one citizen one vote, has been
lost. Power resources of a potentially unlimited and unregulable kind can be
used; political majorities may even find that minorities defeat them by wield-
ing some of these resources to which access is extremely uneven. The most
difficult of such resources are economic wealth and physical violence.
Political systems usually develop some rules about the use of both these,
though they are far stricter about the latter than the former. But of course, the
framing of these rules is carried out by political actors who are themselves
endogenous to the patterns of power at stake. That is, they are themselves
products of the system in restraint of which they are expected to regulate.

There can therefore be no formal guarantees that extremely skewed influ-
ence will be excluded from a democratic political system. And the more that
such practices dominate, the weaker become the claims of that system to
democratic superiority over neo-corporatism. Exactly the same difficulties that
beset corporatism in terms of entry barriers blocking access to resources and
capacity to be heard apply to the system of lobbies which is endemic — possi-
bly necessary — to the democratic political process, even if it finds no place in
formal democratic theory. In fact, the more a system of interest representation
departs from a neo-corporatist form, the worse such distortions become. This
is true for the following reason. Where a more or less formal system of orga-
nized interest representation (that is, neo-corporatism) exists, it must (like the
rules of electoral democracy) follow certain procedures of balance, defined
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access channels, openness of information. If the system becomes entirely
informal, as in contestative lobbying, no such rules apply. This fact was very
openly and honestly stated by both Swedish and German industrial represen-
tatives during the 1990s as reasons for seeking to dismantle the corporatist
strictures of their countries where labour-market issues were concerned
(Myrdal 1991; BDI 1989). As long as the neo-corporatist structures existed,
labour interests had to be offered similar rights as themselves. If these struc-
tures could be torn down, they could enter a system like that which they saw
as prevailing in the USA, where business could use its superior material
resources to achieve a far higher level of influence.

But these German and Swedish business spokesmen were themselves
representatives of organizations, and they spoke for broadly organized busi-
ness groups. More important in recent years has been the rise of individual
corporations as lobbyists, bargaining with either their ‘own’ or foreign govern-
ments, or the EU, for privileges. (For a study of the role of individual firms in
lobbying the European Commission, see Coen 1996.) Where, as in the UK,
business associations become very weak, government uses individual firms as
its interlocutors with business. But these, in addition to working for their
sector, region or whatever, will automatically also seek to develop privileged
access for their own corporate purposes, for example developing contacts that
can be used to secure government contracts. Ironically, although an economy
of individual firms without access to associations is in principle more compat-
ible with an idealized free-market economy than one with associations, in
practice it is likely to be the other way round as soon as the lobbying of
governments is permitted. When lobbying is through associations, there is a
level playing field among firms, an important condition of the market econ-
omy. Once there are privileged insider firms, the free market has been compro-
mised.

These factors will be particularly important if the open political system is
itself not producing a wider diversity of interests seeking influence through
party links or more public campaigns. In that case, firms will be among the
few active political interests. At the present time there are reasons to believe
that this is the case.

The Declining Class Base of Democratic Politics

The same changes considered above that weakened the encompassingness of
many union movements also weakened democracy in its more than formal
sense, that is, when diverse groups and organizations of ordinary people share
actively in the task of framing a political agenda which will respond to their
concerns. The powerful interests that dominate undemocratic societies are
then wrong-footed and thrown on the defensive; the political system has not
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quite discovered how to manage and manipulate the new demands. Popular
political movements and parties themselves may well be dominated by boss
figures whose personal style is anything but democratic; but they are at least
subject to lively active pressure from a mass movement which itself in turn
represents something of the aspirations of ordinary people.

In most of Western Europe and North America such a period emerged at the
moment described above, some time between the late 1930s and the 1940s,
when economic policy began to respond to the interests of working people.
For the first time in the history of capitalism, the general health of the econ-
omy was seen as depending on the prosperity of the mass of wage-earning
people. This was clearly expressed in the economic policies associated with
Keynesianism, but also in the logic of the cycle of mass production and mass
consumption embodied in so-called Fordist production methods. In those
industrial societies which did not become communist, a certain social compro-
mise was reached between capitalist business interests and working people. In
exchange for the survival of the capitalist system and the general quietening
of protest against the inequalities it produced, business interests learned to
accept certain limitations on their capacity to use their power. And democratic
political capacity concentrated at the level of the nation state was able to guar-
antee those limitations, as firms were largely subordinate to the authority of
national states.

The high level of widespread political involvement of the early post-war
years was partly a result of the intensely important and public task of post-war
reconstruction and, in a few countries, also a residue of the intensified public
character of life during war itself. As such it could not be expected to be
sustained for many years. Elites soon learned how to manage and manipulate.
People became disillusioned, bored or preoccupied with the business of every-
day life. The growing complexity of issues after the major initial achievements
of reform made it increasingly difficult to take up informed positions, to make
intelligent comment or even to know what ‘side’ one was on. Participation in
political organizations declined almost everywhere, and eventually there was
a decline in electoral turnout (Lane and Ersson 1999: 141). Nevertheless the
basic democratic imperatives of an economy dependent on the cycle of mass
production and mass consumption sustained by public spending maintained
the main policy impetus of the mid-century moment until the mid-1970s.

By the late 1980s the global deregulation of financial markets had shifted
the emphasis of economic dynamism away from mass consumption and on to
stock exchanges. First in the USA and the UK, but soon spreading in eager
imitation, the maximization of shareholder value became the main indicator of
economic success (Dore 2000). Meanwhile, the manual working class in
manufacturing industry that had been the primary impetus of mass democratic
pressure began to decline in size. As discussed above, with the exception of
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public employees, the new classes that began to replace it in the services
sectors have not acquired a capacity to organize themselves and express their
concerns in the same way. Further, while both the demos and the political elite
remain primarily defined at the level of nation states, economic decision-
making is becoming globalized. National laws and national representational
systems (whether parliamentary or neo-corporatist) fail to keep pace with the
levels at which economic activity can be regulated. Even if new political agen-
das are formed by active democratic participation, there is reduced scope for
their operation. Democracy’s economic reach is becoming reduced.

In these circumstances, formation of the political agenda increasingly
becomes the task of a professional political elite, for which task it is equipped
with techniques derived from the marketing of products. As the population
loses interest in its activities, this elite has to spend more and more on attract-
ing its attention. It therefore turns increasingly for funding to the corporate
sector. This does not lose interest in the polity, as firms always have opportu-
nities for doing business with government departments. Irrespective of its
formal political colour, a major political party becomes increasingly centred
on circles of professional advisors and corporate lobbyists.

It should be noted that the decline of capacity for autonomous political
expression seems limited to economic or class identities representing lower
social categories. In other respects the present time is a particularly rich one
for innovation in interest and identity definition and mobilization. See, for
example, the achievements of environmental, feminist, racist, ethnic and anti-
globalization movements in recent years, some of which are described by
Donatella della Porta elsewhere in this volume. This gives us a paradoxical
result. The potential successors to the subordinate identities that had been
reasonably well represented by both the party and the neo-corporatist systems
of the mid- to late twentieth century are today finding it hard to achieve repre-
sentation in either sphere. Meanwhile, other non-elite interests that had found
neo-corporatist representation difficult are enjoying success in the formal
polity and its associated lobbies. However, in this terrain they are at a consid-
erable disadvantage to far better funded organized economic interests.

CONCLUSIONS: SHARED PROBLEMS OF
NEO-CORPORATISM AND DEMOCRACY

Della Porta’s arguments also raise questions about the appropriate form of
interest organization in early twenty-first century society. It has been noted by
several observers (for example, Beck 1986; Giddens 1994, 1998) that the insti-
tutions of twentieth century labour mirrored those of the Fordist economy:

heavy, centralized structures producing basic, undifferentiated goods. There



68 Corporatism and democracy

are basic similarities between, on the one side, the production line of a large
factory and its quantities of identical mass consumption goods, and, on the
other, Keynesian macro-management, the welfare state and neo-corporatist
bargaining. Centralization and undifferentiated products are not essential
characteristics of the organizations and political preferences of lower social
categories; they were the form they took when capitalism took that form. It
should follow that if capitalism takes new forms, so should responses to it.

This is made difficult by the extreme diversity of early twenty-first century
capitalism. For observers like Giddens or Leadbeater (1999), who see it as a
set of light, flat, non-hierarchical flexible structures, its characteristics and
contrast with the past are clear. But they do not see the size and complexity of
global corporations. If corporate structures seem light and flat, this is achieved
by highly complex financial operations and subcontracting chains that in real-
ity signify very strong concentrations of power. This poses a major organiza-
tional challenge for the organization of labour interests and, more generally,
the capacity of democracy to match the challenge of corporate power. At one
level the fragmentary, decentralized structures of the movements that della
Porta describes seem both an appropriate counter to post-modernist capitalism
and a means by which a post-corporatist associational form can respond to the
interests that are tending to be excluded by many neo-corporatist systems. But
capitalism does not fragment itself to the point where it loses the capacity to
act strategically.

For both neo-corporatism and political democracy the key substantive
issues are: how can they combine responsiveness to emerging popular
concerns with an ability to regulate the global economy? And how complete
and balanced can their coverage of the whole population be? Here we can
identify major weaknesses — in several respects the same weaknesses — in
both. At the same time, abolition of neither would improve the situation. This
is obvious for political democracy: its absence brings arbitrary power and
worse corruption than can occur with it — provided the defects are not so great
that it becomes simply a legitimatory cover. An abolition of neo-corporatism,
on the other hand, is frequently and openly advocated. But similar arguments
apply: interest organizations, at least of business, will always exist in a demo-
cratic capitalist society. Removing their neo-corporatist base simply legiti-
mates the exclusion of the less powerful interests: in present economic
conditions, those of labour. As argued, it also avoids the need to provide a level
playing field of political influence — not just between capital and labour, but
among firms themselves.

Far from there being a zero-sum relationship between corporatism and
political democracy, there are synergies between them. And, although both can
be seen as checks on the market, in fact their mutual strength provides best
guarantees for elements of its proper functioning. If political democracy is
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strong, governments and parties ought to be able to intervene to check the
development of exclusionary practices by neo-corporatism. If neo-corporatism

is strong, its associations should be able to limit privileged lobbying. If these
corrections are not being exercised, it is because there are weaknesses in both
parliamentary and associational democracy, and because the challenges
presented to both by globalized capitalism are severe.

NOTES

1. As a concept, rather than as a political practice, corporatism’s roots are different again. It
developed in the late nineteenth century as a response of modernizing conservatives to the
conflict between capitalists and labour movements.

2. This happens because of the characteristic already mentioned: many (though by no means all)
services have to be offered directly by a person to the customer. French people can easily take
advantage of low Chinese wages by buying shoes made in China and sent to shops in France;
they are less likely to send their children to school in China. In principle, immigration from
poorer countries to work in the services sectors of rich ones offsets this, but the impact of this
is limited by: (a) the fact that it is more difficult to effect long-term movements of human
beings than of objects, and (b) by the reality of immigration controls.
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3. From corporatist unions to protest
unions? On the (difficult) relations
between organized labour and new
social movements

Donatella della Porta

Autumn 2003, Florence. The drivers of the public (but now semi-private)
transport body, ATAF, participate en masse in a wildcat strike. Following
the example of their Milanese colleagues, the Florentine drivers use a
disruptive (even illegal) form of protest to put pressure on national and
local governments to have their national contract renewed, the previous one
having ‘expired’ in 1999. Nine strike calls issued by the official unions,
following the rules on strikes in the public services established in 1990
(Law no. 146), remain unanswered. In an open criticism of the official trade
unions (a Repubblical5 December 2003) a high percentage of drivers in
various ltalian cities challenge both the orders of the prefect (precettazione)
that have defined the strikes as illegal and the high fines imposed, refusing
to take out buses and underground trains. Several wildcat strikes follow,
finally resulting in the contract renewal on 20 December 2003. Wildcat
strikes are accompanied by other forms of protest, such as driving under a
banner: ‘Precettato ma non domato’ [You can force us to work, but you
won't tame us], refusing to check tickets, following traffic regulations to
the letter in order to slow down traffitd Repubblical6 January 2004).

In addition, ATAF customers, organized in a ‘network of citizens in support
of public transport workers’, organize a ‘ticket strike’ to express their soli-
darity with the drivers. The wave of protest is decided by workers’ assem-
blies, with the encouragement of the ‘critical’ union COBAS (comitati di
base), which gains a lot of support in the course of the protest (160 of the
800 ATAF drivers became members), while many former members abandon
the official unions. Unexpectedly, the strikes receive significant support
from public opinion; journalists report on a general mood ‘we are all public
transport drivers’l(a Repubblica14 January 2004). Judicial proceedings
are initiated against the workers for ‘interruption of public service’ as well
as violation of Law 146/1990. The government asks the public transport
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enterprises to implement the 516-euro fine per day of strike, which this law
has established.

In several respects, this protest wave — | shall refer to as an illustrative case
in this chapter — reflects certain challenges to neo-corporatist tendencies and
concertation in industrial relations, linking labour politics and social move-
ments. Although not a neo-corporatist country, Italy had withessed a trend in
the early 1990s towards trilateral (business, labour and state) concertation,
perceived by ‘technical’ and centre-left governments as a necessity in order
to implement economic austerity measures and enter the EMU. This devel-
opment of concertation in Italy could be understood as convergence towards
a European model of industrial relations (Regini 1999), often emphasized in
EU documents. If the Florentine strikers explicitly criticized concertation,
their behaviour can also be seen as an unforeseen consequence of this devel-
opment in industrial relations, and points to linkages between unions and
movements.

These linkages are the subject of this chapter. There are two basic,
partially opposed, ways of looking at these conceptual and empirical interac-
tions: either to see social movements as reactions to the taming of labour
movement, or at any rate as very different from unions; or to see them as
embedded in interest politics. Unions active in a neo-corporatist setting have
in particular been seen as representing functional interests in a narrow way,
characterized by a tendency towards monopolistic representation and
frequent use of trilateral concertation. Social movements are different from
neo-corporatist organizations as far as timeirdus operandis concerned:
they are mainly pluralistic, loose networks, with little formalized access to
decision-makers and, according to most definitions, mainly characterized by
their use of protest as a ‘political resource of the powerless’ (Lipsky 1965).
In Tilly's (1978) words, movements are challengers, while neo-corporatist
actors are polity members.

Not by chance has the social movement literature systematically and
explicitly contrastechewsocial movements (NSM) witbld-stylelabour. The
early research on movements — developed in the 1970s in Europe from within
labour studies (in which influential NSM scholars such as Alberto Melucci,
Claus Offe and Alain Touraine were involved) — certainly stressed the differ-
ences between the emerging actors and the old unions they were supposed to
supplant. A network structure, strong solidarity, the use of disruptive reper-
toires of action, and conflictual aims were among the main characteristics of
the new movements; bureaucratic and hierarchical organizations, representa-
tion of interests, concerted decision-making, and compromise seemed to
permeate more and more the labour movement.

Moreover, it was observed that the more influential interest groups are, the
smaller the space for relatively unorganized movements will be since
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a well-resourced, coherently structured, and professionalized system of interest
groups may also be able to prevent outside challengers from having access to the
state. Moreover, highly institutionalized, encompassing arrangements of policy
negotiations between the public administration and private interest associations will
be both quite inaccessible to challengers and able to act. (Kriesi et al. 1995, p. 31).

According to this point of view, neo-corporatism — with monopolistic,
centralized interest representation (Schmitter 1974) and concerted decision-
making (Lehmbruch 1977) — should reduce the incidence of protest. Access to
the institutional system of public decision-making would facilitate agreement
between different social groups and the state without the need for non-institu-
tional forms of collective action. Both control over the formation of social
demands (Schmitter 1981) and the capacity to satisfy those demands (Nollert
1995) discourage protest. In fact, it is especially where neo-corporatist assets
have developed that industrial relations appear as more pacified: as one of the
leading figures of neo-corporatist studies, Philippe Schmitter (1974, 1992),
demonstrated, neo-corporatism and protest have been inversely correlated —
the strongest effects of concertation being to reduce strikes and public-order
disturbances.

Although they have different degrees and forms, neo-corporatism and
concertation could be seen in fact as an advanced stage in an evolutionary
progression towards the institutionalization of the labour movement, which
has among its consequences a separation between the two fields of interest
politics and social movements. Kitschelt has suggested that in post-Fordist
society we are moving towards an increasing differentiation in the modes of
collective interest mobilization:

Parties focus increasingly on electoral competition, at the expenses of interest group
representation or social movement protest actions. Interest groups try to set them-
selves apart from the arena of electoral politics as well as disruptive street politics.
Social movements, finally, concentrate on public actions outside the institution-
alised arena of bargaining to affect public opinion and political elite through the
media. (2003, p. 97)

Union politics (even within neo-corporatist assets) can be considered,
however, as conceptually and empirically less hostile to movements and
movement politics as a new form of interest representation. First, in many
European countries, the trade unions are often important allies for emerging
actors, such as the student movement or the women’s movement. With a large
social base and very often privileged channels of access to institutional deci-
sion-makers (both directly through the public administration and indirectly
through the political parties) the trade unions can increase the mobilization
capacities and chances of success for social movements. In fact, the weaker the
institutional recognition of workers’ representatives in the workplace and the
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decision-making process, the greater seems to be their propensity to assume a
political role, allying themselves with social movements and taking part in
public protest (della Porta and Diani 2005, ch. 8; on Southern Europe: della
Porta, Valiente and Kousis forthcoming).

If a neo-corporatist structure undoubtedly reduces strikes in induissry,
effect on protest in other sectors is far from clear. In fact, guaranteeing privi-
leges to powerful interests could lead to rebellion by their weaker rivals and
thus to the rise of powerful new movements (Brand 188shmitter himself
had indeed expected that neo-corporatism, as an asset privileging strong
economic interest groups, could result in the growth of other movements of
protest, increasing the differences between insiders and outsiders. On the other
hand, neo-corporatism could as easily create a tendency to incorporate emerg-
ing groups within the structure of concerted policy-making. A comparison
between the American and German anti-nuclear movements revealed that the
American system, with its multiple points of access and traditionally weak
executive, favoured legal strategies and pragmatic movements. The initial
closure of the German state (traditionally assertive of its supremacy over civil
society) towards interests that cut across its corporatist outlook, on the other
hand, favoured strategies of direct action (Joppke 1993). However, ‘once new
issues and interests pass the high hurdles of party and parliament, the German
polity firmly institutionalises them’ (Joppke 1993, p. 201). Moreover, neo-
corporatist states (for instance the Scandinavian ones) do not seem to co-opt
only strong interests; state sponsoring and concertation usually spread to envi-
ronmental or women’s issues (Dryzek et al. 2003). State sponsoring of envi-
ronmental organizations and their involvement in the concertation of public
decisions have tended to develop in neo-corporatist regimes (such as Sweden
and Germany) rather than in statist ones (France) or pluralist ones (Italy and
the UK) (della Porta and Diani 2004, ch. 3).

In fact, movement organizations also represent interests, often interacting
with unions. In the eighties and nineties, research described a progressive
institutionalization of social movements, at least in Western democracies. In
this sense, the labour movement was not alone on a path of growing organiza-
tional structuration. Some movement organizations had become better struc-
tured, at national or even supranational level; had acquired substantial material
resources and a certain public recognition; had set up paid staffs thanks to
mass membership drives; and had tended to replace protest with lobbying or
concertation. They had, that is, become interest groups, albeit of a public-
interest type. Other groups, involved in the process of contracting out social
services, had entered the third sector, acquiring professionalism and often
administering public resources, similarly with little recourse to unconven-
tional political action. Protest had in the meantime become the heritage of citi-
zen committees, often fragmented down to street or neighbourhood level, with
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pragmatic objectives of protecting limited territories. Even squatted youth
centres seemed caught between commercialization in administering spaces for
alternative culture and radicalization of forms of action (della Porta 2003).

At the turn of the millennium, several trends producea@prochement
between not only labour and the new social movements’ activists, but also
between scholars in the two fields. Surprisingly, however, researchers did not
look to the institutionalization of social movements, but rather to the develop-
ment of social movement unions. More or less explicitly, researchers of labour
unions started to identify some signs of new life after the decline in union
membership and strikes in the 1990s had heralded, if not the death of the
labour organizations, at least their chronic sickness. In many ways, it seems
that, in this domain as in others, some of the strategies, organizational struc-
tures and identity definitions are more reminiscent of the first emergence of
the labour movement than of its full development in the neo-corporatist era.
As Beverly Silver (2003) has summarized, while many scholars stress the
growing weakness of the unions — relating it to capital hypermobility, de facto
decline of national sovereignty (for example, Castells 1997), or post-Fordist
fragmentation of labour (Jenkins and Leicht, pp. 378-9) — others take a differ-
ent view. They observe that, as happened with Fordism, that had been initially
considered as a source of inevitable defeat for the working class, post-Fordism
too would present both challenges and opportunities for the workers’ organi-
zations. The intertwining of movement politics and interest politics is reflected
in the emergence of concepts such as ‘movement unions’ or ‘unions from
below’ (Tait 2005; Tilly 2004).

In what follows, | shall reflect on these issues, focusing on recent develop-
ments in both labour politics and social movements, especially on their inter-
actions in the so-called global justice movement (Andretta et al. 2002, 2003;
della Porta et al. forthcoming). A characteristic of this movement is, in fact, the
involvement of trade unions side-by-side with other social movement actors.
In the global justice movement, unions act according to different logics than
those prevailing in neo-corporatist agreements: they protest more than act in
concert, they build horizontal networks with other movements instead of rely-
ing upon hierarchical organization, and they construct encompassing collec-
tive identities instead of focusing on the defence of economic interests.

| shall proceed by summarizing some research findings and reflections on
these issues, referring by way of illustration to two pieces of my own research.
One is based upon a series of case studies of recent instances of contention
over labour issues in Italy, including protest by the unemployed and precari-
ous workers, actions against dismissals or factory relocations, and the like. In
order to single out certain new trends in labour politics, | shall report here in
particular on a case study (based on press accounts and interviews) of the wild-
cat strike staged by the drivers of the Florentine public transport system,
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mentioned above. A second source is a survey of participants in the first
European Social Forum, held in Florence in November 2002. During the days
of the ESF, we administered some 2,400 questionnaires, translated into
English, French, Spanish and German, to Italian as well as non-ltalian
activists, distributing the interviews over the various initiatives (‘theme-based
piazzas’, debates, and so on), in order to construct a representative sample of
the various ‘souls’ of the movement. The issues touched upon in the question-
naire concerned associative experiences, forms of political participation,
confidence in the institutions and identification with the moverdérghall
compare the unionists (about one-quarter of the sample) with other groups of
activists in the ESF (contrasting them in particular with the subgroup that has
been considered to be the most distant from the unionists: the ecologists) in
order to locate some of the changes in the labour movement against the
broader background of the global justice movement.

LABOUR AGAINST NEO-CORPORATISM?
(NOT JUST) AFLORENTINE STORY

Our Florentine story (with broader application) illustrates three challenges to
traditional industrial action, referring to the forms of the protest, organization
of protest and the framing of the issue.

From Concertation to Protest?

First of all, the forms of action disrupt institutionalized industrial relations.
The Florentine workers, and the Milanese before them, had refused to comply
with the regulations governing strikes in the public sector that had been writ-
ten by union consultants in 1990 (Rusciano and Santoro Passarelli 1991). The
strike was defined by a trade unionist as

not a strike against the citizens . . . but a strike against this law that marginalizes us,
that makes us insignificant . . . there were nine strikes, and nobody talked about
them because we did not bother anybody . .. the wildcat strike was important in
order to raise the issue. (Interview 1)

Wildcat strikes are perceived as a way of regaining control of the workers’
disruptive power against an aggressive opponent: ‘Before arriving at the wild
strikes we were engaged in many regular ones, but they came to nothing — if
we are not wild, we achieve nothing . . . but realliiois wild? The law 146
.. .is an offence against the workers’ (Interview 4).

Besides the search for disruptive forms of action, however, there is also the
perceived need for external support. If neo-corporatism and concertation had
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meant depoliticization, the ATAF activists now involved the users of public
transport, by distributing

many leaflets, explaining that our bad working conditions meant a bad service for
them: because if | do not have the time to go to the loo, this happens because the
firm did not hire or the city council did not develop a system of lanes reserved for
the public transport . . . and this is why, even yesterday, | heard citizens saying: it is
not your fault, it is the fault of ATAF and of the local government . . . | was so glad

of all this solidarity, | had not expected it. (Interview 1)

The linking of the workers’ and users’ protest is also visible in the users’
ticket strike organized by a public transport users network — which the local
media described as a huge success, especially in terms of public support (
Repubblica22 and 23 December 2003). As one activist recalls:

| received a call from a comrade of my collective . .. he had talked with his wife
about what was happening in Milan and decided that they had to do something, they
phoned people they know, found three or four, wrote a leaflet ‘thanks to the work-
ers in the transport system for their strike in defence of their dignity’. . . they bought
some flowers and went leafleting at the bus stops to users and drivers, who took
them and posted them on the bus ... after a few days somebody announced that
there was a city-wide assembly . . . ideas travel free, are not private property . .. so
we went to this meeting, found people from CPA [squatted youth centre], Beati
Costruttori di Pace [peace organization], others from the Social Forum, some from
Rifondazione Comunista and we as the libertarian [anarchist] collective . .. in a
couple of meetings we had the text of the leaflet . . . we decided on the ticket strike.
(Interview 3)

The return to protest, and to forms of protest outside the factories, is not rare.
In the second half of the nineties, protest extended to public services and was
aimed at privatization and its effects on domestic working conditions and the
global efficiency of services. The strikes in the Royal Mail and London
Underground in the UK, and in the public sector in Spain, France and Germany
were part of a larger trend. Apart from public transport, opposition to privati-
zation extended particularly to schools and health. Often, these protests
involved various forms of participation by ‘outsiders’. As Piven and Cloward
(2000) noticed, if there is a decline in traditional strike activities, there is a
return to old forms ofecondary actionsuch as community boycotts, sympa-
thy strikes and general strikes. As a trade unionist recalled, if in the protest
against the WTO in Seattle a few unionists took part in the blockade of the dele-
gates, after that experience ‘a lot want[ed] training in direct action’ (McNally
2001, p. 81). In Italy (as well as in France and Spain), the turn of the millen-
nium was also characterized by general strikes against pension reform, privati-
zation of public services, and cuts in public health and education. In these
actions, various organized networks joined the trade unions, linking labour
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issues with global justice, defence of the environment, peace and gender equal-
ity. As one of our interviewees put it, ‘there was awareness of the fact that in
order to build an alternative to the consociational union, you had to go beyond
the work place’ (Interview 7). The form of protest seems no longer to make a
clear distinction between old and new movements: for unionists ‘there is the
discovery that other methods, other forms of mobilization not related to the
workplace and the strike, also make sense’ (Interview 7).

Rank-and-File Unionism?

Also in the organizational structure of the unions there are counter-trends to
the apparent institutionalization towards, if not one, at least a few well-struc-
tured interest organizations. As mentioned, the ATAF wildcat strikes were
decided by the drivers in general assemblies, opposed by the main unions, but
supported by the recently formed COBAS. They are part of a larger trend: in
the last two decades, various rank-and-file unions have developed, as splits
from the more established ones.

In Florence, as elsewhere in Europe, the institutionalization of the unions
has increased their power but changed their nature. The decline in the main-
stream union membership seems, at least in part, to be an effect of the (dissat-
isfaction with the) development of ‘interest politics’ as opposed to ‘movement
politics’, of the prevalence of a ‘logic of influence’ over a ‘logic of member-
ship’. Initially developing from a wave of protest in the educational system in
the late eighties, the membership of COBAS grew, especially in the late 1990s,
in the health system and the public sector in general (Interview 6). Other crit-
ical unions — among them SinCobas (sindacato intercategoriale dei comitati di
base), which imported the slogan ‘solidarity, unity, democracy’ from the
French union SUD (Interview 7) — developed in the mid-nineties in the private
sector, including some large factories (such as Alfa Romeo and Fiat).

In their discourse, the activists of the critical unions presented themselves
as part of a larger movement. One of the accusations made by COBAS
activists against the mainstream unionists is that they increasingly prefer
selective incentives for their members to their mobilization in protest forms —
according to one COBAS unionist:

I was in the CISL, not out of political belief, but because it was at the CISL that |
had attended a course to prepare myself focoheorsoat the ATAF . . . the unions

try to recruit members during the medical when you join ATAF: here unionists
contact the new recruits and promise them help with finding housing, and so on
(Interview 1)

Traditional unionists are also perceived as ‘compromising’ the workers’
interests — in particular, through urging the acceptance of the flexibilization of
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contracts — in exchange for individual privileges, such as time off work for
union representatives. But, above all, the activists of the new unions criticize
the bureaucratization of the old ones: ‘they did not call public assemblies,
because they did not want to explain what's happening, it is not in their inter-
est ... there is no democracy in CGIL, CISL, UIL (Interview 4). Instead, new
unions stress a form of rank-and-file activism — evident for instance in this tale
of the founding of COBAS ATAF:

We were just a few people, very enraged . .. we met and said, ‘Let’s see if we can
do something’. . . now I’'m with people that think like me, we were a bunch of kids,
now we are 170 ... we are organized in working groups, with a distribution of
specific tasks, but each chooses what he likes to do: the journal, the leaflet, internal
communication ... we formed a COBAS branch because somebody came and
explained to us how it worked, and we said fine, let's set up a COBAS branch and
join COBAS federation . . . here | can express my opinions, develop ideas . . . with-
out my wings being clipped. Other people were in other unions before, and there
you have to shut up, you can do nothing, you could not voice an idea different from
those of the big bosses . . . what | like here is, we do not have bosses. (Interview 1)

The emphasis on self-realization in a non-hierarchical structure is also
widespread in the public transport users network. In the account of another
member, the campaign for public transport developed within an organizational
structure that allowed for individual initiatives:

Wecirculated the leaflet by e-mail, in the mailing list of the social forum . . . it prob-
ably circulated widely . .. as you know, the members of the social forum mailing
lists have other mailing lists they can forward things to . . . there is a spider’s web
... 1 do not know how these messages circulate, but | know that, before the press
talked about our initiative, | had already been contacted by e-mail by people from
Perugia, Turin . . . they all wanted to do something. (Interview 2)

The story of COBAS ATAF is similar to those of many critical unions that
developed in other European countries. In the various wave of strikes in
public services in the second half of the 1990s that occurred in countries with
pluralist patterns of industrial relations (with various representative organiza-
tions competing with each other), new unions highly critical of the various
forms of privatization arose and expanded — filéoordonner, Ressembler,
Construire (CRC) and Solidaire, Unitaire, DémocratiquéSUD-PTT) in
France (Béroud, Mouriaux and Vakaloulis 1998, p. 49) tathieos fraction
of the Commissiones Obreras in Spain (Moody 1997). All these critical
unions share a critique of the bureaucratization of the official unions, and an
emphasis upon participation, which is reflected in the rejection of permanent
delegation and in the call for deliberation based upon consensus (or, at least,
qualified majority). They tend to develop in specific sectors — often, but not
only, in the public administration — and to network with similar groups. In
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neo-corporatist countries, with occupational representation confined to a
single organization, similar challenges develop especially inside the public-
sector unions (for instance, first the OETV and then ver.di in Germany).

From Interest to ldentity?

Itis no coincidence that the critical unions were heavily involved in the protest
campaigns against neo-liberal globalization. In our Florentine story, both
COBAS activists and the activists of the public transport users network had
participated in the first European Social Forum. Coherent with that experience
was the choice of a network structure, as well as the construction of a frame
that links the destiny of public transport in Florence, their workers and their
users to the struggle against neo-liberal globalization and in favour of global
social justice. It is not by chance that the founders of COBAS ATAF — young
people, hired under so-called atypical and weakly protected ‘contratti
formazione lavoro’ (special contracts for formation to work) — today criticize
the centre—left local government for exploiting the workers and privatizing
public transport. They often project a self-image as ‘public officers’, who
‘have to offer a public service’ (Interview 1). In this sense, they link their
struggle with that of the community, deprived of public welfare by the waves
of privatization. The ‘contratti interinali’ (temporary jobs) are denounced as
pure exploitation, and contracting-out as the end of public service in favour of
the market: ‘the left and the right are the same: externalization and privatiza-
tion are the same in both cases’ (Interview 4). In the words of one of the
founders of COBAS ATAF:

| wrote a leaflet and signed it . . . | wrote that the ‘contratto formazione lavoro’is a

fraud . . . in Palermo you call it kickback, we pay in order to be hired in a public job

... at one time, to join the ATAF, you had to pay the bureaucrat, there was clien-
telistic recruitment . . . the confederated unions had created a powerful ‘sottobosco’
[underworld] . . . | attacked the unions in this leaflet . . . a colleague, active in the

union, warned me: ‘Are you crazy, they are going to sack you.’ (Interview 4)

Accused of defending old privileges, the public-sector unions often sought
consensus in public opinion by claiming to defend public against private
values, services against goods. In their leaflet entitled ‘Wake up, Florence’ (no
date), COBAS ATAF declared that they were struggling ‘for the future of local
public transport in Florence’, against a ‘privatization that would cut funda-
mental services'. In this sense, they framed their action not as a corporatist
defence of privileges but as a progressive struggle for citizens’ rights: not ‘just
a question of the public transport workers, but of all citizens, all workers, our
civilization’. Class struggle is opposed here to the ‘concertative regime, as a
collaboration that penalizes the workers’ (Interview 7) — and, indeed, the



From corporatist unions to protest unions? 81

Italian critical unions developed mainly after the 1993 agreement that were
presented by their proponents as paving the way for concertative pacts.
Parallel to this, the network stressed that ‘public transport is a public prop-
erty, is a social property’. As one of the network organizers recalls, the
demands of the workers on strike were perceived as issues of justice:

| wrote a leaflet on behalf of the Social Forum and, together with a small group of
people, we gave them out at the bus stops and we noticed how the climate had
changed towards solidarity with the workers, notwithstanding the inconvenience
linked to the strike . . . the constant reaction was ‘we understand them very well, we
too cannot survive until the end of the month’. (Interview 2)

Noting that, with the exception of the left-wing Rifondazione comunista,
‘the parties are absent’ and the politicians are ‘closed in their palaces’, the
activists stigmatize the ‘widening gulf between representative politics and the
real world’ (Interview 2).

The development of a frame of global injustice has been perceived as
another recent tendency in the labour movement. The NAFTA Free Trade
Agreement of 1994 provoked an increasing number of transnational
campaigns among Canadian, US and Mexican workers (Gabriel and
Macdonald 1994; Ayres 1998; Evans 2000). The dockers of Seattle, who had
already taken part in a transnational strike initiated by the dockers in Liverpool
(Moody 1997), also supported the protest against the WTO, extending their
solidarity from the local to the international level (Levi and Olson 2000). In
these waves of mobilization, the labour movement met other movements —
environmentalist, feminist, urban, and so on (della Porta et al. forthcoming).

The Labour Movement in the Global Justice Movement

The mobilizations around global justice are the context in which the changes
referred to took place. If we look at both individual and organizational char-
acteristics, we can single out a consistent participation of unions and unionists
(or at least unionized members) in the mobilization over global justice. The
Genoa protest against the G8 in 2001 and the European Social Forum in
Florence a year later were part of the many, increasingly massive, transna-
tional protest events that developed in the world’s North and South, especially
after the 1999 WTO protests in Seattle, demanding ‘global justice’ and
‘democratisation from below’ (Pianta and Silva 2003). Members of the criti-
cal unions — such as SinCobas (Interview 7) — had participated in the European
March against Unemployment in 1997 as well as in the international meetings
organized by the Zapatistas in 1996. While the critical unions (COBAS and
SUD among others) as well as the Italian metal-workers’ union FIOM were
members of the organizing committee of the Genoa Social Forum (that called
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for the protest against the G8 in 2001), mainstream unions have since become
more and more involved in global justice organizations: Brazilian unions are
most active in the World Social Forum; the European Trade Union Committee
was among the organizers of the first European Social Forum in Florence in
2002; unions are present in several coordinating committees and networks
(such as the transnational organization demanding a ‘“Tobin’ tax on financiary
transactions, ATTAC). In fact, in many campaigns (including Jubilee 2000 or
the anti-NAFTA campaigns) unions have been allied with various movements.
NGOs and unions together protest against labour exploitation in less devel-
oped countries, often resorting to the (sometimes effective) strategy of boycott
(see Anner 2001, p. 35 regarding the successful campaign against Gap). This
‘global social unionism’ has been defined as a vehicle for broad social mobi-
lization against injustice (Josselin 2002, p. 179).

Like its predecessor, the global justice movement is formed by ‘networks
of networks’, but the new definition as a ‘movement of movements’ stresses
the preference for even more flexible organizational formats. Protest combines
the traditional repertoires built up during previous cycles of protest (especially
in the consolidation of non-violent forms of action) with certain innovations
(in particular, ‘consumerist’ forms of protest and new tactics of civil disobedi-
ence). The definition of the conflict is a blend of Old Left attention to issues
of social justice with the new social movements’ focus on differential rights
(versus equality) with the stress upon multilevel, tolerant identities (della Porta
2005). We suggest that some of the observed changes in labour politics are
related to the interaction between the unionists and other activists in the global
justice movement.

A Movement of Movements: Networking Heterogeneous Actors

The first groundswell of protest over globalization, in Seattle, was greeted
with suspicion, as an unstable alliance of strange bedfellows: the unions, on
the one hand, and the new social movements of various sorts, on the other —
protectionists and cosmopolitans, interest politics and identity politics, mate-
rialists and postmaterialists. Their alliance was predicted to be occasional and
episodic, not sedimented in unified organizations. We can recall, however, that
analyses of new social movements in general have stressed their network char-
acters, differentiating them from the tendency of the labour movement to build
up strong organizations. As indicated above, criticism of bureaucratization has
also penetrated that section of the labour unions that has interacted more with
the mobilization on global issues.
The critique of hierarchical structures that emerges from the unionists’

interviews certainly reflects the organizational model based upon a loose
structure of ‘networks of networks’ that seems in turn to be adapted to deal
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with the specific characteristics of contemporary movements. The global
justice movement is undeniably heterogeneous: not only socially but also from
a generational viewpoint. It also seeks to make diverse, distant national
cultures communicate. Although it has been described as a ‘middle class’
movement, surveys of demonstrators single out a large participation of work-
ers in some protest events on global issues: as many as 11.1 per cent of the
Italian participants surveyed at the ESF define themselves as unemployed or
underemployed; 24.5 per cent as dependent workers and 7 per cent as
autonomous workers, while the remaining 57.3 per cent were students.
Although as many as 39.4 per cent of our sample were white collar workers,
13.1 per cent were blue collar workers. Also, the age components indicate a
large participation on the part of the adult population: 52.7 were below 25
years old, 25.7 between 25 and 35, 21.6 above 35 (della Porta 2004).
Moreover, as we can see from Table 3.1, not only are the unions important for
this movement (26.3 per cent of the participants interviewed were union
members), but their activists often take part in other movement organizations
as well. Furthermore, unionists are (or have been) members of youth centre
squats and student collectives, as well as of women’s groups and pro-migrant
rights associations, albeit slightly less than activists of environmental organi-
zations. And, even more than the ecologists, they belong to political parties
and citizens’ committees. Unionists generally tend to participate more in
voluntary associations, hon-governmental organizations and religious groups,
too.

This rich ‘social capital’ of activists points to continuities and innovations
vis-a-vis previous movements. The activists bring with them experiences of
participating in political and social groups. Multiple memberships at the micro
level, as well as cross-cutting issues and transnational networking in common
campaigns at the meso level, influence the organizational conceptions and
practices. In fact, as in other moments in history, the climax of protest has
caused the rise of new organizations, along with a sort of ‘social appropria-
tion’ of existing ones (McAdam, Tarrow and Tilly 2001) or, at least, their
transformation as a reaction to rank-and-file members. Involvement in this
network structure has enlarged the repertoire of organizational forms in the
labour sector, pushing new unions to adopt an anti-hierarchical format, empha-
sized in the rejection of delegates, replaced by rotating spokespersons, and in
consensual methods of decision-making involving qualified majority.

Cross-Contamination in Action Repertoires
As regards the movement'’s forms of action, social and political heterogeneity

have led to contamination among different repertoires. The social movements
are in general characterized by the adoption of ‘unusual’ forms of political
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Table 3.1 Present and past participation of ESF activists (% yes)

Participation in Only Both Only Neither Total No. of
environmental environmental unions unions nor ESF responses
organizations associations environmental

and unions associations

Social left 37.1 34.8 30.0 28.3 32.0 2461

Student collective 62.7 65.8 58.7 49.9 57.4 2478

Migrants’ association 32.7 59.6 38.8 21.8 334 2473

\oluntary association 60.6 64.8 43.0 42.4 51.0 2476

Women'’s group 25.0 44.0 24.0 9.7 21.5 2481

Political movement/ 48.6 78.4 72.4 37.2 52.5 2477

network

Political party 22.9 64.2 65.4 18.6 34.5 2484

Citizens’committee 21.8 37.9 30.2 11.9 21.6 2474

Sport and cultural 59.8 56.2 45.9 44.7 50.9 2473

association

Religious community 19.9 23.2 154 18.6 19.1 2475

Non-governmental 48.3 61.0 45.2 27.9 41.4 2471

association
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behaviour. Many scholars see the fundamental distinction between the move-
ments and other political actors as lying in the formers’ upeatéstas a way

of applying political pressure (Rucht 1994) — that is, in an unconventional
form of action that breaks the daily routine. Through the mass media, the
protesters normally turn to public opinion rather than to elected representa-
tives or the public administration. Through protest, the social movements seek
to influence public decision-makers using three different types of logic: i) a
capacity to cause material losses, or what may be termed the logic of damage;
i) the spread of their convictions, on a logic of humbers; or iii) the urgency
for action by citizens, or the logic of witnessing (della Porta and Diani 1999,
ch. 7).

The main instrument of industrial conflict — the strike — is the typical illus-
tration of the functioning of the logic of damage, since breaks in production
reduce profits. The institutionalization of labour conflict has brought about a
reduction not only in the number of strikes, but also in their magnitude, which
has reduced the damage they cause. In neo-corporatist settings and around the
concertation table, potential damage is threatened as a potential negative
incentive, but not actually implemented. Through political exchanges,
however, the workers are also able to use the threat to public order, and there-
fore to government legitimacy, in order to provoke state intervention in
contract negotiations. With few exceptions (for instance in occupations), the
logic of bearing witness has tended to disappear from the repertoire of indus-
trial conflicts.

The return of more disruptive forms of protest (such as wildcat strikes and,
increasingly, road blocks) in labour conflicts can also be linked to the devel-
opment of the global justice movement and labour involvement in it. The
global movement against neo-liberalism has indeed used a varied, and in part
innovative, repertoire of action, returning to the less institutionalized (and
more damaging) forms of direct action, while also paying attention to the
mass-media appeal of an action and of its intrinsic meanings. By ‘naming and
shaming’, boycotts or general strikes aim at reducing the profits of the
targeted corporations. The large marches witnessed during general strikes as
well as the participation of unions in the recent mass demonstrations against
the war in Iraq have reaffirmed a logic of numbers that around the concerta-
tion table was displayed via union membership cards, without being visible
on the street. The logic of witnessing in particular implies the use of tech-
niques that enhance the symbolic impact of the actions so as to attract media
attention. In the protest against factory dismissals or privatization of public
services, the use of hunger strikes has sought to dramatize the appeal to
public opinion (della Porta 2005).

Again, new strategies seem to be learned both through the presence of
activists with a rich previous experience of various forms of political partici-
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Table 3.2 Forms of political participation of ESF activists (% yes)

Only Both Only Neither Total No. of
environmental environmental unions  unions nor ESF responses
organizations associations environmental

and unions associations
Convincing somebody to 46.6 64.8 70.5 42.4 51.7 2447
vote for a party
Party activities 24.4 55.3 59.6 20.6 33.4 2449
Petitions 92.7 96.5 94.0 81.4 89.0 2464
Leafleting 72.3 87.8 85.8 63.7 73.5 2452
Taking part in assemblies 924 92.7 93.0 89.0 91.2 2464
Striking 83.0 90.3 92.8 83.1 85.8 2460
Taking part in a sit-in 71.2 80.4 75.8 57.5 68.0 2434
Boycotting 71.8 78.3 68.4 56.5 66.1 2450
Occupying public 67.5 69.7 66.2 68.2 67.9 2463
buildings
Squatting 28.4 26.4 24.5 24.2 25.8 2446
Damaging property 5.3 9.8 15.5 7.2 8.5 2447
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pation and through involvement in common campaigns. The survey of partic-
ipants at the ESF in Florence in 2002 indicates that unionists who took part in
this initiative had indeed experience of a vast range of repertoires of protest
(see Table 3.2). Although they have slightly less experience of direct action
(such as squatting) and more with traditional forms of participation (such as
party activities), unionists resemble their fellow participants in having a rich
repertoire of protest.

Global Justice and Other Identities

Social heterogeneity and network organization are interwoven with particular
forms of collective identity. In the past, the movements that referred to homo-
geneous social groups — in particular, specific social classes or ethnic groups
— often developed strong, all encompassing, exclusive identities, especially in
the initial stages of their mobilization. The need to build up an ‘us’, often by
inverting the sign of a stigmatized identity to form a positive one (for instance,
in the case of workers, African-Americans or women), led to a clear antago-
nism to the outside, the other. The search for an emergent collective identity
often took the path of developing utopias. In the case of the movement for
globalization from below, the multiplicity of reference bases in terms of class,
gender, generation, race and religion seems instead to have impelled it in a
direction of not weak, but certainly composite identities (della Porta 2004).
Concerns with the environment, women'’s rights, peace and social inequalities
remain as characteristics of subgroups or networks in the mobilization on
globalization. The definition of ‘movement of movements’ stresses the
survival of the specific concerns and the non-subordination of one conflict to
another.

Through frame-bridging, the fragments of diverse cultures — secular and
religious, radical and reformist, younger and older generations — have been
linked together into a broader discourse that has taken the theme of social (and
global) injustice as a master frame, while still leaving broad margins for sepa-
rate developments. The metaframe of global justice facilitates the participation
of unions and union activists, resonating with the traditional egalitarian
appeals of the labour unions, but linked with a transnational dimension as well
as the acceptance of a plurality of conflicts. In fact, privatization of public
services and cuts in the welfare state are linked to ‘neo-liberal globalization’,
as characterizing not only the policies of the international financial organiza-
tions (World Bank, IMF and WTO), but also the policy choices of national
right-wing and even left-wing governments. These are considered to be
responsible for growing social injustice and its negative effects on women, the
environment, the South, and so on. In the European Union, under the pressure
of the Maastricht convergence criteria, austerity policies were implemented,
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Table 3.3 Trust of ESF activists in various institutions (% who have much or some trust)

Only Both Only Neither Total Noof
environmental environmental unions unions nor ESF responses
organizations associations environmental

and unions associations
Movement 90.9 92.6 90.3 86.4 89.3 2408
Political parties 16.3 26.5 29.4 17.2 20.4 2366
United Nations 33.2 27.6 22.5 31.2 29.7 2386
European Union 29.8 22.6 20.4 29.1 26.8 2386
National parliament 14.2 17.7 16.9 13.2 14.8 2370
National government 6.0 4.9 6.9 6.5 6.2 2393
Local government 53.3 46.9 38.3 44.3 46.2 2311
Church 19.1 16.6 12.8 18.1 17.2 2386
Media 134 10.0 8.3 14.0 12.2 2395
Judiciary 40.1 35.6 30.1 37.9 36.8 2371
Police 6.8 7.1 5.1 8.5 7.3 2396
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either within or outside the framework of concertation pacts, but often with the
support of mainstream trade unions. As could be seen in the ATAF strike, faced
with economic difficulties and high unemployment rates, workers started to
criticize these agreements.

Disappointment with representative politics is reflected in mistrust of insti-
tutions; confidence is placed instead in movement politics. While in the late
1960s the '68 movement had already criticized the bureaucratization of repre-
sentative institutions and their isolation from citizens, the political parties,
especially on the left, were subsequently regarded as the main potential allies
of the movement, managing to channel the protest. Protest not only developed
outside the parties but also expressed strong criticism of the forms of repre-
sentative democracy. The unionists we interviewed in Florence share with the
other demonstrators a low level of trust in representative democracy (even in
unions themselves) and instead a strong faith in social movements as main
actors of democracy (see Table 3.3).

LABOUR MOVEMENTS AND MOVEMENT STUDIES:
SOME (IN)CONCLUSIVE REMARKS

We have singled out certain developments in union politics: the re-emergence
of direct forms of action, outside the workplace, too; the emergence of ‘criti-
cal’ unions; the framing of labour issues in terms of global justice. At least
during waves of protest, it seems that the borders that are usually set between
(regulated) interest politics and (disruptive) social movements have been
blurred.

We have to be careful in interpreting these changes. Some of the new
repertoires of labour protest succeed in disrupting the routine, and even occa-
sionally reach their goals, but they do not compensate for the quiescence
observed in many places of work. Precarious workers, and even the unem-
ployed, start to protest, but they are obviously still weak on the labour market.
Some strikes win support, but some do not. Rank-and-file unions have won
members from the more traditional and bureaucratic unions, but they are
nowhere in a majority. Moreover, the trend towards a decline in union
membership is still recognizable in many European countries (Norris 2002,
p. 175).

It remains to be seen to what extent the emphasis on participation helps
address the phases of negotiation that follow mobilization. To go back to our
Italian illustration, the weak representative capacity of the rank-and-file
unions is indeed noticed by their competitor in the more traditional transport
union FILT-CGIL:
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COBAS might be represented in the periods of strong social tension and rage, but
then COBAS do not have any representation in the negotiations, because the work-
ers, even those who strike with them sometimes, they do not give them this type of
trust. COBAS allow the tension to be released in situations of strong discontent, but
then, when the discontent is over, you realize that you have to reason, you cannot
solve problems with principled positions. (Interview 5)

If this vision might be too pessimistic, the same members of the critical
unions point out their difficulty in being recognized as partners in contract
negotiations — difficulties that the more traditional unions are accused of
increasing through concertation with the employers and of exploiting in their
competition for membership (Interviews 6 and 7). Moreover, they stress that
‘our conception of self organization ... is strong and functions during the
struggles, it is more difficult to support when the movement declines’
(Interview 6). Rooted in specific factories and public sectors, critical unions
are also quite fragmented: in the ten years after the foundation of COBAS in
1986, as many as eleven different critical unions have been counted (Interview
6).

At the organizational level, unions have learned from participating in
common campaigns. During, for instance, the anti-NAFTA mobilization, the
American unions sought to gain efficiency by bringing the consumer into
action (through boycotts and critical consuming) and the saver (through ethi-
cal banks). Italian unionists in the South declared they had learned the efficacy
of road and rail blockades from protests against hazardous waste. These vari-
ous repertoires are, to be sure, increasingly combined with official labour
strikes. Once again, the broadening of repertoires of collective action is a char-
acteristic of cycles of protest — during which forms of protest are invented,
bridging different actors’ traditions. It is an open question to what extent
strategies that require the active support of citizens in solidarity with the work-
ers can survive low ebbs of mobilization.

References to global justice and participatory democracy are, as mentioned
in the Florentine case, widespread even in local unions that frame their
specific demands in terms of the defence of the welfare state. The reference to
a master frame is a way for them, as it is for other organizations active in the
movement, to bridge single issues with a common mobilizing theme. For
unions, however, this means the need to convince members to adhere to a
larger discourse that goes well beyond the defence of their direct, material
concerns — with a tension ‘critical’ unions are well aware of: ‘we succeeded in
mobilizing our members on the issue of the war in Iraq, but the issue of glob-
alization, with all that is linked to it, is more difficult to explain ... and in
period of stronger political commitment, we are less present in the workplace’
(Interview 6). Especially when mobilization declines, the precarious equilib-
rium between global issues and specific solutions could be disturbed in favour
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of particularistic struggles that might be more suited to the recruitment of
members.

Many of the changes in unionism | have sketched could, moreover, be inter-
preted as adaptation to weaknesses, and not signs of strength. Nevertheless,
they allow for an approach to labour politics (or, at least part of it) from the
categories and hypotheses of social movement studies, rather than interest
politics, while they also challenge them. Early research on new social move-
ments (Touraine 1978) and post-materialist values (Inglehart 1977) announced
the overcoming of conflicts over economic equality and the emergence,
instead, of new demands tied more to the defence of individual freedoms in
the face of the new technological society. The new middle classes were
regarded as the main reference base for the new movements, which were
however not attributed to a ‘class’ basis, but rather to a sharing of new values
— or ‘other codes’ (Melucci 1996). There was some convergence in the
approaches to social movements and labour conflicts — at least in considering
the two fields as worlds apart.

The end of the ‘mid-century compromise’ between capitalism and the
welfare state (Crouch 1999) brought into view the conflicts on social rights —
underlined in the definition ‘movement for the globalization of rights’ — albeit
not without focusing attention on new themes (like environmental sustainabil-
ity or gender equality) that had emerged with the ‘new social movements'’. The
theme of social justice typical of the Old Left encountered the defence of
cultural differences, gender parity or the natural environment more typical of
the newer movements. Consequently, ‘class conflict’— as proclaimed since the
sixties, at least for Western societies — does not appear to be pacified: instead,
wealth distribution is again becoming central to the political debate. In this
sense, the movement on globalization presents the challenge to reopen the
academic debate on the structural nature of the conflicts in a society that can
no longer be simply defined as post-industrial.

As for labour studies, leaving aside the (open) question of how widespread
and sustained labour protests are, they also seem to indicate certain internal
challenges to the stability of neo-corporatist or concertational pacts (chal-
lenges that, parenthetically, Philippe Schmitter already discussed in 1981).
First of all, can interest representation survive, and thrive, without the
construction and strengthening of collective identities and shared solidarities?
Neo-corporatist agreements are based upon a strong delegation of power
from the reference base to the top of the labour organization: with the strength
of number provided them by their membership cards, representatives of the
union sit around trilateral concertation tables and reach agreements.
However, as Alessandro Pizzorno (1977) indicated many years ago, there is a
potential tension between the interests of the leaders (pushing for increasing
their power of delegation) and those of their reference base (pushing for an
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improvement in their own conditions). Additionally, the institutionalization
of industrial relations reinforces interest politics, reducing the feelings of
solidarity and collective identity that are often produced in action, in the
struggle.

This question is also linked to action strategies: to what extent can the
unions’ strength be sustained around the concertation table? Both social
movement research and research on the labour movement have stressed that
identities are formed in action: occupations, wildcat strikes and other disrup-
tive forms of action have created strong solidarities (Fantasia 1988). Action
repertoires have not merely external, instrumental aims; large demonstrations
also empower participants, reinforcing the feeling of belonging to a wider
community of equals. Interestingly enough, the ritual of marches has
changed: from being oriented to showing unity and organization to a more
theatrical display, giving space to a colourful expression of diversity and
subjectivity (see, for instance, Rucht 2003 for an analysis of the Labour Day
marches in Germany). In fact, James Jasper (1997, p. 237), stressing the
euphoria and pleasure involved in protest, observes that ‘tactics represent
important routines, emotionally and morally salient in these people’s lives’.
The (new) addition of protest to the repertoire of the labour movement could
be expected to result in the strengthening of collective identities; conversely,
concertation, by relying upon the action of representatives, reduces internal
solidarities.

There is a third problem. Neo-corporatist agreements and concertation
pacts have usually worked in the past when left-wing national governments
guaranteed the long-term respect of the agreements, and when labour did not
escalate its demands in a strong labour market. Moreover, the state accepted
responsibility for covering some of the costs and distributing benefits. Under
the pressure of economic globalization and neo-liberalist thinking, at least on
the European continent, these types of agreement seem to have been broken —
by right-wing and left-wing governments alike. The wildcat strikes of the
ATAF drivers as well as the mass participations of unionists in the global
justice movement seem to express this sense of betrayal, where consociational
pacts are perceived as ‘lemons’ by the workers.
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NOTES

1. The number of days per 1000 workers lost through strikes between 1965 and 1974 was a great
deal higher in countries with a pluralist system (1660 in Italy, 1330 in the USA, 740 in Great
Britain and 810 in Finland) than it was in countries with a neo-corporatist one (270 in the
German Federal Republic, 70 in the Netherlands, 40 in Switzerland and 20 in Austria)
(Wallace and Jenkins 1995: 106).

2. According to Frank L. Wilson (1990), however, the level of neo-corporatism has no influence
on indicators of mobilization such as public attitudes towards a social movement, inclination
to support a cause or willingness to use non-conventional protest tactics.

3. The representativeness of the sampled interviewees was monitored in relation to the known
dimensions of the universe. In particular, we compared the distribution of our sample accord-
ing to nationality with that of those enrolled at the ESF. Our sample was well balanced and
also maintained an equilibrium between male and female.
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Democratic transitions and consolidation






4. From democracy to democratization:
before and aftefransitions from
Authoritarian Rule

Terry Karl 1

Think back to the time when Philippe Schmitter, Guillermo O’Donnell and
their colleagues first conceptualized the four-volume path-breaking study
Transitions from Authoritarian Rule: Prospects for Democracy in Latin
America and Southern Eurog®’Donnell, Schmitter and Whitehead 1986).
Today, when almost all regions of the world except the Middle East have been
swept by democratization and virtually every government (no matter how
authoritarian) claims to be a democracy, it is difficult to remember how differ-
ent the political and conceptual map looked a quarter century ago. At that time,
the ‘Transitions’ project simply could not have been launched in most of the
countries under discussion; their rulers would have considered both its subject
and its spirit to be subversive. Much of Latin America was authoritarian; some
long-standing democracies like Chile had not long before experienced a brutal
and dramatic ‘reverse wave’ back to autocracy; and the countries of Southern
Europe had not yet demonstrated that they could shake off the powerful lega-
cies of their personalistic or military regimes. So distant did the achievement
of democracy seem that, at the 1979 opening session to launch what was then
an unheard of cross-regional comparative study of how authoritarian regimes
might break down, one of the participants wondered aloud whether this was
merely an exercise in ‘wishful thinking’.

Transitions from Authoritarian Rulsspired a growth industry of democ-
ratization studies. More importantly, grounded as it was in strong normative
goals as well as realistic assumptions, the project profoundly influenced the
thinking of democratizers working to bring about the end of autocracies. Not
only did the final volume, the so-called ‘the little green book’ by O’Donnell
and Schmitter (1986), provide a blueprint for identifying the types of problems
these practitioners were likely to face in moments of transition, but it inspired
real hope among actors ‘fighting in the trenches’ from Chile to South Africa to
Czechoslovakia that reaching democracy was indeed possible — even in the
most unlikely of places — as long as they acted with strategic vision and had a
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little help fromfortuna Aiming at practitioners was a deliberate choice. After
living, suffering and studying authoritarian rule, the participants in the project
understood that difficult compromises would need to be made and especially
broad coalitions built if democratization were to be achieved. Rooted in an
intellectual spirit committed to change, the project self-consciously sought to
develop theoretical tools that could provide social agents with assistance in
altering terrible conditions of oppression. This interaction between praxis and
theory paid off. In the end, the Transitions project proved not to be ‘wishful
thinking’ after all but rather, in Lowenthal's (2004) words, ‘thoughtful wish-
ing’ about the creation of better polities that assisted democratizers in differ-
ent parts of the globe.

From its beginning, this body of new democratization studies posed a chal-
lenge to the discipline of political science, especially to the growing trend to
import formal modelling and rational choice theorizing from economics.
With its emphasis on complexity and content rather than simplicity and
elegance, its insistence on the importance of process as well as accident and
unintended consequences for understanding outcomes, its blurring of the
boundaries between international relations and comparative politics, its stress
on ideologies as well as rationalities, and its promotion of cross-regional
comparisons as well as area studies, it offered scholars and practitioners a
different way of conceptualizing and understanding what became the fore-
most political trend at the end of the twentieth century. As the ‘transitology’
paradigm has been developed and extended, scholars have sought to identify
similarities and differences across diverse cases and regions to explain not
just successful transitions to democracy but also failed transitions, transitions
that never occurred and even transitions that might occur in the future. What
sets this work apart from most (but not all) previous theorizing is its demon-
stration that very different points of departure and a combination of variables
can produce the same broad types of outcomes across different regions of the
world.

This chapter examines the contributions of scholars of transitions by
illuminating, first, key shifts in our theoretical understanding that occurred
beginning with the publication ofransitions from Authoritarian Rule
Here it focuses on establishing different insights into the role of elections
and, hence, the classification of regimes, as well as structural versus more
voluntaristic interpretations of politics and, hence, the role of supposed
preconditions. Second, it explores changes in research design that affect
how we understand the role of states, nationalities and international factors
as well as evaluate the importance of world regions and select units of
analysis. Third, it looks at a central methodological challenge posed by the
devices politicians choose during different modes of transition, especially
the role of political pacts.
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SHIFTING THEORY: FROM STRUCTURE TO AGENCY
AND BACK

Influenced by the seminal work of Rustow (1970) in identifying the charac-
teristics of what they called ‘the interval between one political regime and
another’, O’'Donnell and Schmitter (1986) made the notion of transitions a
central concern of comparative politics. Transitions, they argued, are a distinc-
tive moment in the political life and trajectory of a country — a period of
unknown duration and extraordinary uncertainty that is generally initiated
from dynamics within the autocratic regime. They are different frorikibe
alizationof authoritarian rule, in which restrictions may be loosened and some
individual or group rights may be expanded at the whim of the regime. Such
policy changes tend to reflect divisions between hardliners and softliners
within the prevailing autocracy, and eventually they escape the control of
incumbents and lead to some type of uncertain regime change. It is precisely
this extraordinary state of uncertainty that is the chief feature of a transition
from authoritarian rule. Characterized by a high degree of unpredictability,
lack of adequate information, sheer confusion among activists, inability to
calculate interests accurately and, often, accidental solutions, actions during
transitions are underdetermined, choices are underspecified, and outcomes are
uncertain. Contrary to interpretations by practitioners of democratic promo-
tion or academic specialists working on other regions who tried to apply these
theoretical insights, there was never any claim that regime transitions meant
democratic transitions — one of the chief misreadings of this wbrktead,
however one might have hoped for democratic outcomes, transitions could
also end in autocratic regressions, ‘soft authoritarianidiotablandg, ‘hard
democracy’ democraduraor revolution.

While it may be difficult to determine exactly when a transition begins, the
holding of elections and, more importantly, the general acceptance of the
preferences revealed by their outcomes most often mark its end. But, at least
in the original formulation, these ‘founding’ elections occur in a very particu-
lar context characterized by overlapping processes of (i) the liberalization of
authoritarian rule, (ii) the formation or resurrection of civil society, which
then pushes the boundaries of change faster and farther than they otherwise
would have gone, and, only in this context, (iii) the holding of fair elections
of uncertain outcome. This is an important distinction because elections held
without these prior processes may have important political effects, but in
themselves they cannot be said to indicate that a regime transition has
occurred. Equating democracy with the mere holding of elections or assum-
ing that such elections will subsequently generate further and deeper democ-
ratic reforms down the line commits ‘the fallacy of electoralism’ (Karl 2000;
Carothers 2002; Diamond 2002). It also favours an excessively minimalist
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definition of democracy in which accountability, perhaps the broadest and
most widely applicable meaning of modern representative democracy
(Schmitter 2004), is relegated to a narrow electoral sphere rather than to the
multiple and varied exchanges of responsibilities and potential sanctions
between rulers and citizens that may actually exist. Many regimes that have
taken advantage of these minimal definitions are not ‘in transition’ from one
type of regime to another but rather use selective mechanisms of democracy
to create institutionalized ‘gray zones’ (Carothers 2002). Rather than being
‘halfway’ on the road to regime change, some liberalized authoritarian regimes
with limited multiparty and electoral politics and some ‘delegative’ democra-
cies can be remarkably stable because their institutions and procedures
provide a site for the negotiation of elite interests, permit long-term agenda
setting, and even facilitate the cooptation of potential reformers. Both Mexico
under the PRI and many Middle Eastern polities demonstrate this (Brownlee
2005). And, contrary to the expectations of the original model linking liberal-
ization and transition, liberalization does not always lead to a change in regime
(for example, Egypt, Tunisia, Algeria and Jordan); nor does it always escape
the control of incumbents. Instead, it may be a device for maintaining their
control, and so hybrid regimes may be consolidated and even sustainable for
quite some time.

Thus the study of regime transitions has clarified that elections matter both
more and less than theorists once thought. On the one hand, holding competi-
tive, free and fair ‘founding elections’ based on mass suffrage can be the key
threshold that marks a distinctive shift in the political rules of the game. They
may not end the transition; there can still be a regression to autocracy and elec-
tions certainly do not guarantee consolidation. But they certainly signal that
regime institutionalization has begun and raise the threshold for those who
desire to return to the status qeroante If such elections occur in the context
of transition, they may be significant enough to alter a country’s entire politi-
cal trajectory. On the other hand, more and more regimes have been adopting
and adapting the formal trappings of elections while limiting the application
of other democratic rules and processes. The most common explanation for
this search for ‘respectability’ is that the holding of elections in autocratic
regimes is due almost exclusively to the West’s insistence upon an outward
show of democratic forms (no matter how superficial) in the wake of the Cold
War and the absence of competing hegemons to counter this pressure. The
hegemony of liberal democracy as a legitimate regime type has meant that the
trend toward democracy has been accompanied by an even more rapid coun-
tertrend towards hybrid regimes.

While this more nuanced view towards elections and regime classification
is significant, the chief theoretical legacy Thnsitions from Authoritarian
Ruleis the emphasis on human agency, as well as the notion that transitions
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can take place in a wide variety of social and economic settings. What matters
most in such times of ‘abnormal politics’ are not the structural conditions that
may subsequently shape a polity but rather the short-term strategic calcula-
tions of actors. When choices are intelligent, broad coalitions are built, hard-
liners are isolated arfdrtunasmiles, the combination of pressures from both
inside and outside the regime can eventually result in a change of regime
marked by the convocation of ‘founding elections’ of generally uncertain
outcome. Where this occurs, a transition from authoritarian rule becomes a
transition towards democracy. Thus the study of democratization rests upon a
logic of analytically distinct but empirically overlapping causal sequences
which, under the best of circumstances, can (but will not necessarily) proceed
from the decay and disintegration of authoritarian rule to regime transition to
the emergence of a new democracy (O’'Donnell and Schmitter 1986).

This broad analysis, more than anything else, made the study of transitions
and especially transitions that lead to democracy a distinct area of scholarship.
Conceptually, it broke with the ‘preconditions’ tradition that regards the estab-
lishment of democracy as the by-product of higher levels of modernization
characterized by greater wealth (Lipset 1959), the formation of a bourgeoisie
(Moore 1966), more tolerant civic cultures (Almond and Verba 1963) or over-
coming economic dependency (Cardoso and Faletto 1979). In marked contrast
with the mainstream scholarship of the 1960s and 1970s, which focused on the
search for the necessary conditions and prerequisites correlated with the even-
tual attainment of stable democracy, this outcome was understood to be the
product of strategic interactions among political elites. They were often
pushed from below, and they made conscious choices under exceptional
conditions about the types of constitutions, electoral arrangements, party
systems, civil-military configurations and economic models their countries
should adopt. While not denying the long-term causal impact of structural
factors on democratization, their short-term manifestations were not determi-
native in this critical juncture.

The shift from necessary and sufficient conditions for understanding both
the origins and the outcomes of regime change has focused research away
from the causes to the ‘causers of democratization’ (Huntington 1991, p. 106).
This has produced several general propositions which, while not very satisfy-
ing to those seeking a general theory of democratic transition, have been
repeatedly reaffirmed in empirical work. First, ‘transitologists’ (and subse-
quent empirical realities) have verified the ‘hopeful wishing’ of the past by
substantiating the claim that there are very few preconditions for the emer-
gence of democracy; democracies can be built in both favourable and improb-
able settings. In this respect, this literature has demonstrated the fallacy of
longstanding conventional views that economic development causes countries
to become democratic (Lipset 1959; Jackman 1973) by showing that the level
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of development is not always a good predictor of the origin of democratic tran-
sitions, even if it certainly helps to explain part of their subsequent surviv-
ability (Przeworski et al. 2000, ch. 2).

This finding rests on the crucial distinction between regime transition and
regime consolidation. The claim is frequently made that the positive relation-
ship between democracy and economic development has repeatedly been
established ‘beyond reasonable doubt’ (Geddes 1999, p. 117), but past statisti-
cal studies have not distinguished between already existing democratic
regimes and those in actual transition. When these distinctions are made, the
finding is different: preconditions matter a great deal for the survivability of
democracy but not for the transition to it (Przeworski et al. 2000). While the
level of development does influence the long-term durability of democracy,
even here it seems to be a sufficient, not a necessary, condition to survivabil-
ity. Witness, for example, the respectable number of poor countries that have
remained democratic such as Albania, Bolivia, Mongolia and Mali — albeit not
always stably so — in defiance of the ‘beyond reasonable doubt’ correlation.

Still, there are limits to intelligent and purposive human agency — even in
moments of ‘abnormal politics’ — when long-term constraints are at least
temporarily eased. Despite the impression given by some that crafting democracy
is simply a matter of elite disposition or will (Di Palma 1990; Dogan and Higley
1998), and notwithstanding the fact that calculations have often been emphasized
to the exclusion of all other factors involved in creating and consolidating new
polyarchies, some structural conditions do seem to rule out the probability of a
successful transition to democracy, previously defined and agreed upon. Take, for
example, the ‘Rustow condition’ of ‘no nation state, no democracy’ or the ‘Moore
condition’ of ‘dominant traditional agrarian elite, no democracy’. Furthermore,
the perceived range of choice implied by the emphasis on purposive political
action can be deceptive even in the midst of a transition: some transitions may be
subject to more constraints than others. This is even more the case in the post-
transition period when actors have already chosen some set of institutions based
on these very constraints and are trying to make them work. Under these circum-
stances, what may appear to be an unusually wide space for political choice can
be severely circumscribed in practice by more proximate factors.

Countries dependent on the export of petroleum, and hence exhibiting an
‘oil effect’ that delays and sometimes deters democracy, provide a good exam-
ple. High levels of dependence on oil rents tend to support generally autocratic
regimes in these countries for unusually long periods of time, thus depressing
the likelihood of regime transition. The performance of the oil market
profoundly influences the timing of regime change when it does come; and, in
the rare case where a democracy is actually established, reliance on oil as the
chief source of foreign exchange traps leaders into very perverse decision-
making paths, leading to defective democracies. The explanation lies in an
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extreme form of rentier state, which permits exceptionally extensive patronage
and militarization, which proves especially effective at holding contestation at
bay (Karl 1997). This finding, which has been confirmed by numerous statisti-
cal studies (Ross 2001; Teorell and Hadenius 2004), poses an alternative expla-
nation for why the Middle East and North Africa (with the exception of two
non-oil countries, Turkey and Lebanon) have not been caught up in the global
wave of democratization. Rather than emphasizing ‘the clash of civilizations’
or the presumptive inhospitality of Islam to democracy, it notes that virtually all
rich oil exporters are electoral ‘underachievers’, while countries that either
have no oil or whose oil is no longer producing massive rents are electoral
‘overachievers’. This may help to clarify why so many political liberalizations
that had begun in this region were stalled or reversed, why no authoritarian
executive has been removed from office through elections, and why elections
(when introduced at all) are held primarily in non-oil rather than oil-rich coun-
tries. In the context of exceptional cooptation and repression permitted by oil
rents, the emergence of a strategic opposition coalition, so essential to pushing
liberalization into democratization, is especially difficult to achieve.

A second central finding of ‘transitology’ is that democratization is the
result of a combination of causes, not merely one single cause. Potential candi-
dates range from the nature and extent of divisions within the prior non-demo-
cratic regime (O’Donnell and Schmitter 1986; Kitschelt et al. 1999), the
quality of elite decision-making (Dogan and Higley 1998), the strength of civil
society measured by class actors (Collier 1999; Wood 2000) or social move-
ments (Tarrow 1995), the distribution of ethnic groups (Offe 1997), the pres-
sure from hegemons or other countries or the removal of such pressure
(Whitehead 1996; Drake 1998) or the location of countries in a pattern of
international diffusion (O’Loughlin et al. 1998). What is also evident is that
the same cause may or may not have the same effect in different settings.

In this respect, democratization theories differ from many other theories in
political science because they emphasize multiple causation and often
conclude with equifinality, arguing that different variables or combinations of
variables can produce the same result, namely a transition to democracy. This
casts doubt on the prospects for building a single general theory of the origins
of democracy. With the constant introduction of new causal variables and the
multiplication of explanations, various scholars (Shin 1994; Diamond, Linz
and Lipset 1995; Mahoney and Snyder 1999; Munck 2004) have made heroic
efforts to synthesize these debates as well as the range of explanatory factors.
Rational choice approaches, often making the claim of building towards
generalizable game-theoretic models of democratic transition, have also tried
to cope with complex and often chance causation, but their explanatory vari-
ables also vary considerably between models that highlight the critical role of
triggers of the previous authoritarian regime (Geddes 1999) or the economic
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interests of actors conceived in class terms (Boix 2000). Thus, despite some
impressive progress on the causes of democratization, there is still no integra-
tion of these diverse factors into a hierarchy of explanation that could be called
a general theory of transition.

The same cannot be said for democratic consolidation. Despite the debate
over the notion of consolidation as a framework for thinking about post-tran-
sitional settings and despite the fact that it has been used in such different ways
for such different ends that it has lost conceptual clarity, most scholars tend to
agree with Rustow’s (1970) proposition that what explains a transition to
democracy may be different from what explains its subsequent fate. While the
answers posed are still predictably varied and often controversial, one major
feature of consolidation clearly differentiates it from transition: the consolida-
tion of democracy is defined by the substantial reduction in the uncertainty
that is so central to transition. Indeed, it is about institutionalizing some rela-
tive high degree of certainty through a common set of rules (both formal and
informal), generally understood political roles and relatively well-delineated
policy arenas. This means that consolidation is characterized by an internal
logic composed of interdependent conditions — not the same degree of chance
or incidental events that elucidate transitions. It also means that this logic can
be identified, as Schmitter and Schneider (2004) have demonstrated by means
of scalograms. In effect, the factors involved in the consolidation of democ-
racy show a strong sense of internal ordering across regions that simply cannot
be found among the characteristics of transition due to its more improvised
nature.

Finally, in consolidation the full range of structural explanations kick back
into the democratic equation and are much more predictive of performance.
This means, for example, that the level of development or the absence of
strong ethno-linguistic differences is strongly associated with successful
consolidation. Consolidation is simply far more standardized, imitative and
predictable than transition; thus it can more successfully draw upon democra-
tic theory based on longer-term and less proximate structures, like the nature
or states or changes in the global economy.

SHIFTING DESIGN: FROM REGION TO
CROSS-REGIONAL COMPARISON AND BACK

The new democracy studies have also changed the design of research — with a
significant impact on the generation of both theoretical and empirical findings.
Beginning withTransitions from Authoritarian Rulecholars regularly began to

move beyond the original and valuable emphasis on area studies and embrace
systematic cross-regional comparison and cross-temporal deongin order
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to discover what is similar and different about regime transitions in widely
variant contexts. The application of the transitions paradigm to Africa and the
post-communist East challenged the theoretical and geographic reach of
assumptions, concepts and conclusions based on the comparison between
cases in Southern Europe and South America. It also raised the question of
whether pre-existing scholarship might help in explaining these new regime
changes, regardless of their geographic location (Bova 1991; Schmitter and
Karl 1994; Bratton and van de Walle 1997).

But the suggestion to apply, test and modify the concepts and arguments from
the transition literature to these later democratic experiences was not without
controversy. Scholars initially argued that communist regimes had been unique
and without precedent, that transitions from ‘totalitarianism’ would be much
more difficult than transitions from mere ‘authoritarianism’, that democracy
seemed highly unlikely given the legacy of communism and that the multiple
and simultaneous transformations confronting these countries placed them in a
different category (Jowitt 1992; Bunce 1995a, 1995b). Gradually this gave way
to the understanding that what was (and still is) occurring in Central and Eastern
Europe and the republics of the former Soviet Union is sufficiently analogous to
merit comparison with the earlier experiences in South America and Southern
Europe. Thus, instead of comparing post-communist regime changes only with
each other, these transitions have become irrevocably linked to broader ques-
tions of regime change in general and democratization in particular.

This incorporation has led to new theoretical insights, especially with
regard to the problem of prior stateness, the differential role of ethnic and
national cleavages, and the influence of international factors. In effect, even as
O’Donnell (1999) was insisting on the importance of stateness and legality in
Latin America, the experiences of both Africa and some post-communist coun-
tries raised even more dramatically the problematic of ‘democratizing back-
wards’, that is, introducing competitive elections before establishing the basic
institutions of a modern state such as rule of law or the accountability of lead-
ers (Bratton and van de Walle 1997; Rose and Shin 2001).

This means that points of departure in the modal paths of regime change are
often very different. That is, some transitions occur within the framework of
relatively highly bureaucratized states with institutionalized channels of inter-
est representation (for example, Southern and Eastern Europe). Others are
almost totally ‘neo-patrimonial’ and centrally characterized by both informal
and extralegal institutions (for example, sub-Sahara Africa). And still others
are some mix between the two (for example, much of Latin America). In this
context, the problem for new democracies is whether they can reverse the
sequence that characterized previous waves of democracy; that is, create or
enhance stateness and especially the rule of law after a transition and not
before (Bill Chavez 2003).
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Central to this continuum of stateness is the monopoly over the use of coer-
cion and the control of territory. Events in the communist bloc, which differed
from most of Southern Europe and Latin America where geographic borders
were not at issue during democratization, encouraged transition scholars to
correct their relative lack of attention to this, not only by introducing more
than 20 new states but also by raising serious and unresolved claims to a future
redrawing of state boundaries. Because in the post-communist cases (unlike
Latin America), there was a long tradition of civilian control over the military,
though coupled with the rise of armed civilian groups and party militias
contesting territorial boundaries, the greatest threats to democratization came
not from the military but from other sources. These included the rise of nation-
alisms, the fear of secessionist movements and the collapse of any monopoly
over coercive capacity. In this respect, both the post-communist countries and
Africa also highlight the importance of multiple nationalisms within the same
territory.

Perhaps most important, cross-regional comparisons have generated signif-
icant new findings that would not easily have been apparent through a regional
analysis alone. The fundamental hypothesis underlying the Eastern critics of
comparison, at least initially, was the notion that transitions from ‘totalitarian-
ism’ would be much more difficult than transitions from mere ‘authoritarian-
ism’ because of their Leninist legacies and their simultaneous transitions in the
economic and political sphere. But this has not proven to be the case. On the
contrary, not only have the range of their different types of regime change been
strikingly similar to the range of variations found in other regions, but also
Eastern European countries achieved the same or even higher levels of democ-
ratization as earlier cases from Southern Europe and Latin America. They did
so in a much shorter time and they show significantly greater popular support
at comparable periods in the transition and post-transition process (Karl and
Schmitter 2002; Schmitter and Schneider 2004).

What has proved especially difficult for democratization are, first, the so-
called ‘triple’ transitions, where the definition of the political community and
the drawing of territorial boundaries were added to the mix. But they are not
alone in their difficulties. Most Central American countries (with the excep-
tion of Costa Rica) also show lower levels of democratization, longer time
frames for moving to even a hybrid status, and less popular support for their
regimes. This suggests that ‘backyard’ transitions, where the history of big
power intervention has been especially high (for example, much of Central
America and the Caribbean and the former Soviet republics), may be espe-
cially problematic, as numerous studies of democratic promotion demonstrate
(Lowenthal 1991).

Cross-regional comparisons also suggest hypotheses and propositions that
may help to explain these surprising findings. On the one hand, certain aspects
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of the legacy of communism may prove positive for the consolidation of
democracy — an explanation that the strong ideological basis of the former
Sovietology has helped to obscure. For example, for scholars honed on the
widespread poverty, extreme inequality and deficiency of educational oppor-
tunities resulting from the combined heritage of colonialism and authoritarian
rule in Latin America and Africa, the legacy of highly educated populations,
relative economic equality, relative lack of absolute deprivation and the
absence of long-enduring social classes that characterizes most (but not all)
post-communist countries is very striking. While this is changing rapidly and
sometimes dramatically in the post-communist countries, Tocqueville's earlier
argument that relative equality is a powerful enabling condition for building
enduring democracy is confirmed by recent formal models investigating the
development—democracy connection (Boix 2003). This gives most post-
communist countries an enormous ‘legacy’ advantage over most of Latin
America, where social classes are deeply entrenched, political institutions are
often ‘captured’ and democracy has often been oligarchic.

On the other hand, the comparison with Latin America suggests that
‘double’ economic and political transition, that is, the simultaneous change
from autocracy to democracy and from socialist to market economies, may be
an advantage, not a disadvantage. As Fish (1998), Aslund (2002) and Bruszt
(in this volume) argue, contrary to the earliest arguments that successful
economic reform required restrictions on democracy to keep ‘losers’ from
reversing progress (Przeworski 1991; Haggard and Kaufman 1995), the most
successful economic transformations in Eastern and Central Europe have
taken place in the most democratic contexts. In effect, where the balance of
power during the transition is equal and inclusive, this keeps early ‘winners’
from becoming too entrenched, encourages regulated markets and produces a
better equilibrium between citizenship rights and property rights. Where
economic transformation takes place primarily outside the framework of
democratic politics, either because it occurs under authoritarian rule or
because the removal of its distributional consequences are a condition
(implicit or explicit) of transition, the outcome is most often a corrupted
market and oligarchic democracy at best.

Thus, cross-regional comparisons suggest one major lesson: communism
may have been different from other types of autocratic rule; however, post-
communism may not be all that different from other post-autocratic experi-
ences. Where violence and abuse have been especially high, post-communist
countries grapple (or fail to grapple) with ending the impunity of abusers and
dealing with the past — just like countries in other regions. Where corruption
has been especially widespread, the rule of law becomes a particularly impor-
tant issue — just like in other regions. Where ethno-linguistic or religious
minorities have been especially oppressed and democracy allows them to
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advance their historic claims, their loyalties and obligations provide much of
the substance of political controversy — as in other regions. Where civil soci-
eties have been suppressed, weak or fragmented, they have to be strengthened
— as in other regions. Where state formation and bureaucratization have
preceded democratization and are not changed by it, new democracies are
likely to be more stable — just as in other regions. Where governments are
dependent on revenues from oil or natural gas, democratization becomes espe-
cially problematic. The similarities and the differences are compelling enough

to apply the same concepts, assumptions and hypotheses and to test them by
using the relevant experiences of every region of the world.

Finally, cross-regional studies have made the case for acquiring regional
expertise even more compelling. The shift to cross-regional comparison has
underlined the continuing need for analysis based on specific regions and even
clarified the analytical reasons for supporting area studies; comparison across
regions permits the identification of what is distinctive about any given region.
Take, for example, the relative importance of the international context and exter-
nal pressures for creating a political ambience favourable to democratization:
while the significance of powerful international diffusion mechanisms has been
widely recognized (Whitehead 1986, 1996; Pridham 1991; O’Loughlin et al.,
1998; Gleditsch 2002) and some of their active components have been identi-
fied, only a view through regional lenses has been able to demonstrate the funda-
mental importance of different regional dynamics in shaping the timing and
prospects for transitions to democracy or democratic breakdown.

Simply put, geographic location matters. The findings are convincing.
More than anything else, countries tend to become like their immediate
geographic neighbours over time, and political developments in one country
can have a strong impact on regime in other countries in the region (Gleditsch
2002). While this may seem self-evident, the notion of diffusion has not neces-
sarily been based on a criterion of proximity. But the quality of the immediate
neighbourhood is crucial. In Eastern Europe, the attraction of joining the
European Union was so strong that even countries that had little in the way of
pluralist traditions emulated democratic modes of political conduct in hopes of
a genuine integration into the West. Indeed, one of the primary reasons Central
European countries represent success stories of transition is that they are
located closest to the core countries of Europe, while those countries
geographically farthest from the West and with little prospect of EU member-
ship have not fared so well (Pridham 1991). In Latin America, a larger number
of democracies in the region in a given year enhanced the prospects that exist-
ing autocracies would undergo a transition; contrary to common wisdom, this
is @ more important causal agent of democracy than economic performance or
international intervention (Brinks and Coppedge 2001).

Furthermore, a more democratic regional environment reduces the chance



From democracy to democratization 111

of democratic breakdown in a particular country (Mainwaring and Pérez-
Lifdn 2004). This helps to account for importance differences in the timing of
democratic regime change across regions as well as some remarkable
geographic variations in regime type. Thus, while Eastern European and Latin
American countries have been proven to be a more fertile soil for democracy,
in part by ‘contaminating’ their neighbours, Arab countries, the Caucasus,
Central Asia and sub-Saharan Africa tend to be authoritarian.

SHIFTING METHODS: REVISITING MODES AND PACTS

The new conceptualization of the origins of democracy put forward in the
study of transitions has also required a change in understanding the ‘devices’
used by politicians when they try to craft regime change. Because transitions
are understood to be based on short-term calculations that cannot be deduced
ex ante or even imputed ex post from the structural positions of influential
actors, the normal tools of social science have very real limitations in these
situations (O’Donnell and Schmitter 1986). Such tools cannot explain whether
a transition will occur, how it will proceed or why it occurs when it does.

This is best seen by revisiting the problematic of modes of transition. While
authors have used diverse labels and means to identify the different paths
taken, modes of transition are usually distinguished by factors such as the
identity of the primary agent of change or the degree of control the outgoing
rulers exert over the process, on the one hand, and their different strategies
based on variations in the respective role of accommodation and conflict, on
the other. For example, in Karl (1990) and Karl and Schmitter (1991), this
specification of ‘modes of transition’ and their hypothetical impact produce
four categories: (i) ‘pacted’, (ii) ‘imposed’ (either externally or internally), (iii)
‘reformist’, and (iv) ‘revolutionary’. This means that more than one equilibria
can be reached to bring about democracy. It can even mean, more definitively,
that the logic of transition cannot be reduced solely to a ‘cooperative’ game in
which the balance between supporters and opponents is relatively equal — a
description which does not apply to all modes.

Because orthodox quantitative studies have been unable to capture any
pattern of relationship between modes of transition and the durability of
democracy, scepticism has been expressed about the significance of different
modes for subsequent democratic consolidation. This scepticism has been
strengthened by the apparent experience of democracies born out of different
types of transition processes that do not seem to support what has been called
the ‘birth defects’ or ‘original sin” hypothesis. The most devastating critique of
the significance of these various modes is thatquiifinality. Contrary to all
initial expectations, many polities have successfully negotiated, struggled,
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forced or manipulated their way to democracy, and they seem to have done so
irrespective of their differing modes of transition. Except for some cases of
imposition, when either outgoing rulers or occupying foreigners may exert
such strong control over the process that they can virtually write the new rules
of the game, it does not seem to make much difference whether the transition
was hammered out between incumbent softliners and moderate challengers or
thrust upon thencien régimey the mobilization of mass publics. Thus the
proposition that modes of transition matter for the subsequent process of
democratization has been cast in doubt. If they do not matter at all or if they
simply ‘wash out’ when dealing with democratic durability, as Przeworski
(1991) claims, then it would make sense to abandon the search for the impact
of different modes of transition.

But this is not the case. Modes of transition are critical junctures in the long
process of institutional accumulation; they are key moments in which the frag-
ments and parts of the new regime are constructed, with each fragment becom-
ing ‘an incentive for the addition of another’ (Sklar 1987, p. 714). The point is
that they do not take place in a vacuum but instead reflect uncertainty about
existing power relations and the ‘possibilistic’ manner in which they may or
may not be subsequently reconfigured. They are highly contextualized and
interactive with other factors. In effect, they help to produce specific ‘pack-
ages’ of the formal rules and informal arrangements that make up democracy,
or what Schmitter (1995) calls ‘partial regimes’. Thus what matters is not
simply the construction of a single political institution but rather how a
number of new political institutions (or older resurrected ones) relate to each
other. For this reason, the significance of different modes cannot be assessed
by examining particular elements alone. The fact that different modes of tran-
sition do not seem to have an independent discernible effect on the durability
of democracies, at least when measured quantitatively, misses this essential
point: one particular mode of transition will not correlate significantly with the
consolidation of democracy, especially when defined narrowly as the durabil-
ity of democracy. Instead, different modes can lead to what appears to be the
same outcome, and the same mode in different contexts can produce different
outcomes.

Confusing the problem further is the fact that the same mode of transition
can produce very different outcomes, making it difficult to test whether any
one path is preferable. The theoretical basis for the superiority of pacted tran-
sitions rests on their central properties of constant negotiations between
authoritarian incumbents and the opposition as well as the presence of explicit
and interlocking agreements. This permits actors to foster mutual trust, respect
each other’s vital interests and build a new political community through their
construction of a commonly agreed upon set of institutions. Thus a pacted
transition in Spain produced a broad agenda of economic and political reforms
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in the form of the 1977 Moncloa Accords and spawned an ambitious process
of bargaining that became the preferred mechanism for conflict resolution in
the so-called ‘Spanish model’ (Linz and Stepan 1996). It also proved to be a
superior device for peacefully moving post-apartheid South Africa to democ-
racy through explicit agreements over proportional representation, decentral-
ization and the constitutional process (Sisk 1995). But pacted transitions, at
least in the context of high oil rents, have produced frozen institutional
arrangements that have entrenched social divisions, reduced competitiveness,
blocked innovation and ultimately subverted democracy — as the case of
Venezuela poignantly demonstrates (Karl 1987). Testing the alleged superior-
ity of pacted transitions can only be done when taking into account the larger
social context and the quality of choices that are made.

These methodological problems do not mean that the significance of modes
of transition cannot be determined or that the effort should be abandoned.
There is cumulative qualitative evidence to buttress the claim that the mode of
transition has an important impact on whether and how democracies consoli-
date — although whether these paths lead to different identifiable and enduring
types of democracy and whether this has some enduring significance for the
quality of democracy remains to be seen. This does not mean that different
modes of transition necessarily leave permanent or irreversible legacies (‘birth
defects’); nor does it signify that they are the only factor affecting the possi-
bility and pace of democratic consolidation. But their impact can be seen
traced through distinguishable channels, most especially through the choice of
particular institutions (see, for example, Geddes 1996; Offe 1995; Elster, Offe
and Preuss 1998; Bastion and Luckham 2003). There is also evidence to
demonstrate that where mass publics are considerably more involved in the
transition the subsequent scope of contestation is greater (Collier in this
volume) and the patterns of market regulation and distribution may be fairer
(Bruszt in this volume). Furthermore, even under circumstances where the
transition is almost entirely an elite affair, different modes of transition can
affect the management of elite conflict and competition (Munck and Leff
1997).

Yet, as we have seen from the examples above, these outcomes are not easy
to tease out. Non-decisions or ‘roads not taken’ may be as important as decisions
leading to democratic consolidation (for example, the blocking of parliamen-
tarism in Brazil). The process that characterizes different modes may be as
important as the outcomes produced (for example, the intensive and continuous
bargaining that defines pacted transitions in Spain and South Africa). And ratio-
nal intentional design, based on political and economic calculations may result
in unintended and even opposite consequences from those planned, as
Pinochet’s decision to hold a plebiscite in Chile demonstrates. For these reasons,
the application of orthodox quantitative methods to test the signie of the



114 Democratic transitions and consolidation

mode of transition threatens to obscure a fundamental insight challenging
institutional approaches to politics, which is that actors make choices about
institutions and not just within them.

STARTING A DEMOCRACY, DEMOCRACY AS A START

‘Transitology’ has given hope to practitioners, pointing out that they may be
able to construct democracy in unfavourable settings and do not have to wait
until the structural or cultural conditions are right. Nonetheless, agents of
democracy need to be humble enough to recognize that many transitions are
accidental or unintentional, and even those that seem to be consciously
devised and imposed can end up becoming ‘designer disasters’. This is espe-
cially true when the large-scale external use of force is involved, which has so
often proved counterproductive. Because transitions are about rapidly shifting
and highly specific power relations and understandings, only the best, most
experienced and least ideological area experts can help make use of what are
very fleeting political opportunities. Should practitioners embark on inten-
tional regime change, especially in unfavourable neighbourhoods, they will
usually have to negotiate with extremists of all sorts. Especially in violent
settings, democracies are not built by democrats alone and they are not always
built by democratic means. If democracy promoters do not heed these lessons
in cases where some type of transition from authoritarian rule has been initi-
ated, then the failure to originate a new democracy is most often a problem of
strategic choice, not the absence of preconditions — an observation with special
poignancy for Irag.

Perhaps the most important contribution of ‘transitology’, in both theory
and praxis, has been to lighten the burden of pessimism over the possibility of
democratization that prevailed in more authoritarian periods when a long list
of necessary and sufficient prerequisites (almost never present and only
fulfilled by a small number of stable Anglo-American democracies) implied
that the demise of autocracies would simply produce other autocracies.
‘Transitions from Authoritarian Rule’ and the works that followed imbued
both academics and activists with Hirschman’s (1971) ‘bias for hope’. Rather
than searching for probabilities, its authors adopted a ‘possibilist’ approach,
understanding democratization as something that can be attempted, cultivated
and even flourish under the most unfavourable conditions — with a little
fortuna and a bit ofirtu.

Whatever the ultimate impact of this latest wave of democratization there
is no question that the current mix of consolidated democracies, unconsoli-
dated democracies and hybrid regimésniocradurashas far exceeded the
initial expectations of the generation of scholars whose obsession was to get
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rid of authoritarian rule. ‘None of the countries we are studying have the
conditions that the literature tells us are requisite for democracy,’ Philippe
Schmitter remarked at the initiation of the Transitions project, ‘and if we
accept the odds established by all previous attempts at democratization in
Latin America since 1900, two out of every three of our potential transitions
are soon doomed to fail'. Sometimes it is nice to be wrong.
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5. Democratization and the popular
interest regime in Latin America

Ruth Berins Collier

Two of Philippe Schmitter’s most important contributions to political science
are his conceptualization of democratic transitions and his work on associa-
tionalism, particularly the class-based structure of state—society intermedia-
tion he labelled corporatism. In subsequent work, he bridges these two
contributions (Schmitter 1992), suggesting that the nature of the transition
affects the type of democracy that may be consolidated and providing a
framework for analysing democratic types based on ‘partial regimes’ as
distinct sites of political representation. He further suggests that those partial
regimes that are constituted by associational activity are potentially becom-
ing more important as the representational function of political parties
declines. This chapter uses this later work as a point of departure for
discussing democratization and interest intermediation in the post-transition
politics of Latin America, the empirical base from which Schmitter primarily
developed his original analysis.

Definitions of democracy have been hard to stabilize in the empirical study
of the global third wave of democratization at the end of the twentieth century.
Schmitter, with O’Donnell (1986), was influential in orienting comparative
analysts of democratization towards a conception inspired by Schumpeter and
Dahl based on ‘procedural minima’. Although this conception met widespread
acceptance, many analysts, reacting on the basis of cases they knew well
which met the minimal criteria but did not seem ‘democratic’, imported addi-
tional traits into the definition to highlight the missing ‘requirements’, in order
to preserve, for instance, a distinction between electoralism and democracy. |
would argue that at the base of the definitional problem lies a question of
domain: is democracy a type of regime (a set of institutions, such as free and
fair elections and civil rights) or a form of sovereignty (specifically, popular
sovereignty or rule by the people)? The former is attractive for the field of
comparative politics in that it is more compatible with empirical analysis,
which can focus on well-specified institutions and structures. The latter is the
subject of centuries-old theorizing and presents the analyst with intractable
problems: as a first step in proceeding with an empirical analysis based on this
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conception, one must answer the question Held (1987, pp. 2-4) posed: Who
are the people and what does it mean for them to rule?

Despite the difficulties, the conception centred on sovereignty continues to
exert a compelling pull, especially as analysis moves beyond the study of
democratic transition and as questions about the distribution of power and
structures of representation become central. O’'Donnell and Schmitter have
each moved beyond the procedural minima in ways that implicitly reintroduce
concerns of sovereignty. O’Donnell has questioned the degree to which
democracy can be limited to regime institutions, problematizing whether it
must necessarily involve a democratic state that can protect social and espe-
cially civil rights in order to enable the exercise of citizenship (O’Donnell
2001). In contrast to this approach to sovereignty through the notion of indi-
vidual agency, Schmitter has focused on the issue of representation and the
institutional structures that provide for mass representation, reconceptualizing
democracy ‘not as “a regime”, but as a composite of “partial regimes”, each
of which was institutionalized around distinctive sites for the representation of
social groups ... (Schmitter 1992, p. 160). Whether or not one accepts
Schmitter’s reconceptualization of democracy, it usefully points to the multi-
plicity of sites of representation and emphasizes the importance of those where
societal associations operate.

This chapter examines Latin American democratization from the point of
view of a shift in what | will refer to as the interest regime, or what Schmitter
refers to as the associational system. Because the issue of lower-class repre-
sentation has been so problematic for democracy in Latin America, | will focus
on the interest regime of the urban popular sector, or the lower and lower-
middle classes, which comprise the majority in the more industrialized Latin
American countries under consideration hefihis heterogeneous popular
sector represents an aggregation of different strata at the bottom of the socio-
economic hierarchy. As a class category, it is best understood in a Weberian
rather than Marxian sense, in terms of relation to the market rather than
production. Indeed, the shift is from an interest regime centred on a
union—party hub and based in the formal working class to an interest regime
of urban associationalism based in this more diverse popular sector. While
unions used to be a principal vehicle for popular representation, they are now
only one of a large array of organizations in the emergent associational inter-
est regimé.

The present analysis does not examine organizational activity in the coun-
tryside, and, although unions continue to be a part of the new interest regime,
within urban areas it focuses on non-union associations, what will be called
‘popular’ associations to refer to organizations by, of, or for the popular
sector or lower classédA further caveat is that the present focus will be on
associations primarily concerned with material issues. Though some analysts
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emphasize the rise dpost-materialist’ values (Inglehart 1990; Kitschelt
1994), material issues remain at the core of popular concerns outside of the
advanced economies. Popular associations have certainly been concerned with
rights-based issues, and indeed in many Latin American countries they partic-
ipated in the anti-authoritarian mobilizations. Nevertheless, the preponderance
of popular associations is oriented towards a primary focus on material issues,
especially given the region’s macroeconomic crises during the last two
decades.

The analysis begins with an overview of the decline of the union—party hub
that characterized the popular interest regime in much of post-war Latin
America, particularly those countries that proceeded the furthest with industrial-
ization and are the primary focus of this chapter. It critically examines the argu-
ment that the decline of the union—party hub was an outcome of the process
through which the democratic transition unfolded, preferring an explanation
based in the change to neo-liberal or marketizing economic models. It then
proceeds to an examination of the emerging interest regime. A comparison of the
logic of collective action underlying popular associations and labour unions, the
base-level organizations of the two interest regimes, suggests that popular asso-
ciations form more easily but have greater difficulty in scaliAgsubsequent
discussion suggests that although associations generally have greater autonomy,
their relations with the state and political parties are diverse, and in some cases,
states and parties shape associational activities. With some exceptions, states and
parties rarely provide institutional spaces or political access through which asso-
ciations can exert political influence on national policy.

THE DECLINE OF THE UNION-LBP HUB

The popular interest regime that characterized the more industrialized coun-
tries of Latin America throughout much of the last century had at its institu-
tional core a union—party hub. This interest regime had its roots in the early
stages of industrialization, when a new proletarian class was formed, indeed
‘made’, socially, ideologically and organizationally (Thompson 1963;
Bartolini and Mair 1990; Katznelson and Zolberg 1986; R.B. Collier and D.
Collier 1991). The growth of the proletariat gave rise to two new socio-politi-
cal technologies: the labour union and the union-affiliated or labour-based
political party (LBP). In Western Europe, the two emerged in tandem as part of
the organizational drive of the socialist movement. Union links with socialist
and communist parties were also established in Latin America. However, in a
large number of countries, unions were legalized under conditions that
displaced these communist and socialist parties in favour of multi-class
populist LBPs, founded by ‘middle-sector’ interests, often under the leadership



122 Democratic transitions and consolidation

of office-holding incumbents, rather than by societal forces ‘from below’
(R.B. Collier and D. Collier 1991). In either case, during most of the twenti-
eth century popular-sector interest regimes in Latin America centred on unions
and political parties — either populist or leftist — which had important links to
labour constituencies and the union movement.

Of course, only a small part of the lower classes participated in unions.
Among wage earners, or proletarians, union density varied substantially, by
country and sector. Further, peasants were rarely included, although Mexico
and Venezuela were exceptions. More importantly for present purposes,
unions did not include the urban informal working class, which grew, particu-
larly starting in the 1950s, with rapid urbanization and the failure of late indus-
trialization to absorb labour at rates comparable to early developers. In the
cities, various types of popular associations, most notably neighbourhood
associations, began to proliferate, particularly in the newly settled squatter
areas. Some of these neighbourhood associations even became important
bases of popular support for national political leaders (D. Collier 1976).

While these associations were certainly a part of the post-war interest
regime, they were nevertheless peripheral, as the popular-sector interest
regime centred on the union—LBP hub. Unionized workers became the most
politically privileged, relevant and mobilized popular-sector actor, benefiting
from state attention and relatively favourable social policy, despite the fact that
a restrictive labour code established a pattern of state corporatism through
which the state controlled the formation, structure, and activities of unions,
and despite the fact that links to populist parties also constrained unions (R.B.
Collier and D. Collier 1979). While unions leveraged their political strength
for particularistic gains for members, they also won broader concessions, such
as subsidies on food and other basic consumption goods that had benefits
across society but were particularly important to the popular sector as a whole.

Since approximately the 1980s, the union—LBP hub has been challenged, if
not eclipsed, and associations, which had been peripheral, have proliferated
and have become more central as structures through which the popular sector
articulates interests and solves collective problems. The decline of the
union—-LBP hub corresponds temporally to two global macrosocial transfor-
mations: the ‘third wave’ of democratization and the acceleration of interna-
tional economic integration. Both were manifested in Latin America as
countries underwent dramatic changes in their political regimes and economic
models. We may consider the impact of each.

Mode of Democratic Transition as Explanation

In most Latin American countries, the third wave of democratization corre-
sponded not only to the ‘transition from authoritarian rule’, a field of inquiry
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that O’'Donnell and Schmitter (1986, henceforth TAR) shaped for at least two
decades, but more specifically to the transition from military rule. In the large
body of ‘transitions’ analysis that further developed these ideas, a recurring
theme was that the mode of transition affected the nature of post-authoritarian
regimes. The resultant outcomes under investigation varied, with successor
regime characteristics such as stability, military prerogatives and an array of
democratic deficits receiving particular attention.

We may draw implications from three components of the transitions as
conceptualized in TAR to suggest the hypothesis that the democratization
process unfolded in a way that weakened the union—LBP hub. First, most tran-
sitions were conceptualized as elite-led or (implicitly or explicitly) elite-nego-
tiated processes in which the labour movement played only a brief, transitory
role> TAR asserted the ‘decline of the people’ (p. 56), after a momentary
appearance of popular protest in transition politics. Second, in a transitional
process emphasizing ‘pacts’ between moderate pro-democratic opposition
leaders and authoritarian incumbents, attention was drawn to the incumbents’
attempts to protect their interests. These included not only military immunity
and prerogatives, but also the basic ways in which the military had restruc-
tured the economy and the polity. Particularly in some cases, at play in these
negotiations or implicit understandings was a continuation of economic
policy, which had often involved wage restraint, a labour law that had curbed
the power of unions, and restrictions on the power of — or even the continued
exclusion of — left parties. Third, the conception of a game of ‘coup poker’
highlighted the fear of an authoritarian backlash that could be provoked by
‘maximalist’ demands or protest. Any show of strength by the labour move-
ment could evoke the conditions that had triggered authoritarianism in the first
place: the strength of labour and LBPs had often been the single most impor-
tant impetus for the advent of military rule, and most of the military regimes
were bureaucratic authoritarian, a regime type in giefinedin terms of the
political exclusion of a mobilized labour movement (O’Donnell 1979).

This hypothesis that the transition process weakened the union—LBP hub is
not sustained by the evidence. The TAR conceptualization of the transition
suggested a particular framing that caused analysts to miss the influence of
labour movements and their significant democratic accomplishments. Not
marginalized in the transitions, labour’s participation was nearly universal
and, in general, its active involvement was more prolonged and consequential
than the elite transitions framework suggésts.

Within this generalization, different patterns — and a few exceptions — can
be discerned. In one pattern (Peru, Argentina), labour protest destabilized and
delegitimated the authoritarian regime, and the government was ultimately
unable to formulate an adequate response. These transitions are better charac-
terized as forced retreat, with LBPs playing central roles in the hastily
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arranged regime changes. In Peru, LBPs (APRA and leftist parties) won two
thirds of the vote to the Constituent Assembly. Further, the Constituent
Assembly solicited advice from union leaders, as well as from other social
groups. In Argentina, union leaders were important interlocutors in the mili-
tary withdrawal. Although denied, rumours were widespread that the military
had concluded a pact, not with elites to the exclusion of unions, but precisely
with the unions. Whatever the actual truth concerning such a pact, union lead-
ers were prominent actors in the democratic transition.

In a second pattern (Brazil, Uruguay, Bolivia), the transition started to
unfold more in conformity with the elite-centric TAR pattern, in the context of
a legitimation project adopted by the authoritarian incumbents. In Brazil and
Uruguay, the democratic transition began as an elite strategic game between
authoritarian incumbents and those party leaders allowed to operate in an elec-
toral arena restricted to government-approved political parties. However,
popular pressure, expressed as electoral opposition and protest, was crucial to
undermining these incumbent projects. Elite-centred conceptualizations that
view popular pressure primarily as a resource for the negotiating leaders strip
societal groups of agency and mischaracterize their activities. In fact, labour
opposition worked to undermine government attempts to control and limit the
party system, and it succeeded in creating room for the entry of a political left.
In Brazil, labour protest gave rise to a new socialist party based in a new union
movement. In Uruguay, the reconstitution of the labour movement and its
protest activities provided a front for the banned leftist Frente Amplio, its
participation in various opposition fora and, ultimately, its legalization and
participation in the final negotiations that pushed forward the stalled transition
process. In Bolivia, labour opposition erupted before the party arena opened
and was central from the outset in derailing the government’s project for elec-
toral legitimation. The kaleidoscopic events in this particularly complex tran-
sition process comprised a game among military, labour and party actors, with
the first two often the primary players.

In three other countries, the labour movement either played a less conse-
guential role (Chile) or was not solidly behind democratization (Ecuador and
Mexico). In Chile, the labour movement led the opposition for about a
decade, starting in 1975-76. However, it was not able to derail the incumbent
project, and the democratic transition went forward according to the
timetable and the constitution set out and written by the military government
nearly a decade earlier. The situation in Ecuador and Mexico was quite
different: the military regime in Ecuador and the one-party dominant regime
in Mexico included the labour movement in their support base, so that a tran-
sition, which was supported by the right, represented substantial uncertainty
in terms of preserving labour’s political influence, however limited that
influence may have seemed. These, then, were the two unusual cases in
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which the mainstream labour movement was not active and prominent in the
pro-democracy movement.

Despite this considerable variation, it is clear that when labour movements
were pro-demaocratic, their role in the transition was generally not limited to
brief, transitory protest. The point is not that these were labour-led transitions,
but rather that unions and LBPs were active participants in the transition
process. The ‘decline of the people’ (O’Donnell and Schmitter 1986) and
‘myth of moderation’ (Bermeo 1997) that pervades the transitions literature
flies in the face of the historical record: labour protest continued in Peru until
the elections for Constituent Assembly and in Argentina through the new elec-
tions; demonstrations that included labour participation continued in Chile and
accelerated in the final stages in Brazil. In Uruguay the labour movement
continued to flex its muscles through a series of one-day strikes and the 1984
general strike, which substantially changed the balance of power, and as a
result the opposition movement reorganized and consolidated to include the
union movement and various banned left parties. In addition, in several cases,
leaders of unions or LBPs patrticipated in negotiations over the transition or
were members of the constituent assemblies that oversaw the transition and
adopted a new charter.

The important point is that in most cases labour participation in the transi-
tions had the crucial impact of expanding the scope of contestation in the
successor regimes by derailing the intentions of the military incumbents to
exclude any future participation of left and populist LBPs. Labour participa-
tion secured the legalization of labour-based parties, whether of Marxist or
populist background. Almost all of the military regimes were established as
transformative regimes with the motivation of excluding precisely these
parties, and through them the labour movement, from the political arena and
from political influence. Yet the authoritarian incumbents were ultimately
prevented from realizing their goal to exorcise these parties.

As aresult, in a way that is unprecedented in many of these countries, these
LBPs were admitted as normal participants to the democratic arena. If in
Brazil the Vargas-founded, labour-affiliated PTB had looked threatening to the
right before the 1964 coup, after the transition a new, avowedly socialist PT,
which had its roots in an autonomous and more oppositionist labour move-
ment, had to be admitted to the political arena. If in Argentina the military had
taken power in 1966 because it had essentially run out of civilian options for
excluding the Peronist party, after the transition the Peronists could no longer
be prevented from coming to power. If the Peruvian military took the reins of
government in 1968 in part under a similar impulse, after the transition the
electoral arena had to accept a genuine left as well as APRA, which for the first
time in history came to take power outright. If the Chilean military broke its
long democratic tradition with the goal of permanently banning the Marxist
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parties that, virtually uniquely in the world, had achieved a democratic elec-
toral victory, at the last minute it had to abandon the prohibition of leftist
parties it had carefully written into the Constitution that would govern the new
democratic regime. If in Uruguay the military had tried to limit the party
system to the traditional two parties, it proved unable to exclude the left — and
the unions — even from the negotiations, no less from the successor democra-
tic regime.

Furthermore, these reactivated (or, in the case of Brazil, newly founded)
LBPs have often done surprisingly well in the new democracies. The subse-
guent decline of the union—LBP hub cannot be attributed to the marginaliza-
tion of these organizations in the transition or the successful collusion of elites
to compromise the position of labour. Rather, the democratic transition signif-
icantly widened the space for contestation by LBPs. A more compelling expla-
nation for the decline of the union—LBP hub lies in the turn to the neo-liberal
economic model.

Impact of the New Economic Model

The change in economic model from import substitution industrialization (1SI)

to neo-liberalism, from a protected state-led model to an internationally open
market-oriented model, offers a more convincing explanation of the decline of
the union—-LBP hub. The new model has fundamentally changed the social
structural base of politics through widespread privatization of state firms, the
restructuring of private firms, and state reform. Each has resulted in large
layoffs and a change in the labour market, presenting a direct challenge to
unions. Governing LBPs, in turn, have faced the challenge of responding to
the new economic constraints by adopting neo-liberal policies that fray
union—party ties. Those LBPs that have been successful have, in the process,
substantially restructured the support base of the party; those that have been
unsuccessful in meeting the challenge have met with electoral decline
(Levitsky 2003; Burgess and Levitsky 2003). In both scenarios, the
union—-LBP hub has eroded.

The change in the structure of employment has been dramatic. The relative
growth of formally employed wage earners that marked the ISI era has been
followed by their relative stagnation or decline. Portes and Hoffman (2003, p.
49) report that whereas between 1950 and 1980 the public sector had accounted
for 15 per cent of total job growth, more recently public employment has actu-
ally shrunk; and whereas large and medium firms in the modern sector had
contributed an additional 45 per cent of total job growth, that sector’s share of
employment creation has been reduced to 20 per cent. Thus, although most new
jobs used to be created in the formal sector (60 per cent), in the current period
relative formal employment has declined virtually everywHere.
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The effects of these changes in formal employment hit unions especially
hard. By the mid-1990s, union density had dropped, often precipitously,
except in Brazil, where it increased during the 1980s but then levelléd off.
Further, membership has declined precisely in those sectors where unionism
had been especially strong: state firms and key manufacturing sectors. This
change, combined with ongoing efforts in most countries to flexibilize the
employment laws, has put unionized workers on the defensive as a declining
rather than rising group, one which faces an erosion of the boundaries that had
demarcated, even insulated, it from the informal sector.

A parallel change has occurred in the party arena. As has been widely
noted, many governing LBPs have adopted — indeed, initiated — neo-liberal
policies that contravene the interests of unionized workers. This change in
economic orientation has brought about a coalitional change as LBPs have
ceased to rely on unions as their core base of support and have restructured
their constituencies, turning increasingly away from unionized workers and
towards informal workers. In the process, LBPs have also turned away from
class-oriented ideologies or discourses, as seen perhaps most dramatically in
the abandonment by the Mexican PRI of any revolutionary discourse and the
altered discourse of the PT in Brazil as it became a serious contender for
national power. These changes have been divisive, and in 2005 the PT suffered
several internal challenges. Roberts’s (forthcoming) analysis of party systems
in Latin America demonstrates the extent to which LBPs and the party systems
based on them have been particularly vulnerable to decomposition or trans-
formation, experiencing the greatest volatility, discontinuity and dislocation.
The new economic model, then, has weakened unions and transformed their
relationships with political parties. The day of the classic mass party that drew
its core support and mobilizing strategy from union organization has been
eclipsed. The result has been a disempowering of the union—-LBP hub within
the popular interest regime.

THE EMERGING INTEREST REGIME

Amid the upheaval of democratization and marketization, Latin America has
witnessed an unprecedented proliferation of societal organizations, whose
heterogeneity is reflected in the proliferation of labels: for example, civil soci-
ety organizations, social movement organizations, community organizations,
grass-roots organizations, non-governmental organizations (NGOs) and advo-
cacy groups. The term ‘popular associations’ used here embraces this associa-
tional diversity, delimiting the category not by organizational characteristics but
by socio-economic constituency. With the rise of these organizations, the rela-
tive weakening of unions, and the change in the nature of LBP linkages to unions
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and civil society more generally, many analysts have posited a change from an
interest regime centred on the union—LBP hub to one based on associational
networks (Chalmers et al. 1997; Korzeniewicz and Smith 2000). As noted
above, popular associations in some form have long existed in Latin America,
but their prevalence and political importance were quite limited during most of
the twentieth century. It was not until the 1970s and 1980s that ‘civil society’
became more dense and active and that associationalism began to thrive, gath-
ering strength during authoritarian openings and escalating with the transition
process and economic crisis. The ‘resurrection of civil society’ noted by
O’Donnell and Schmitter is in this sense better understood as a genesis.

Both third wave democratization and economic changes were important
factors in the rise of associationalism. While it was argued above that the mode
of democratic transition did not weaken the union-based character of the inter-
est regime, democratization did have a role in stimulating the proliferation of
associations. Human rights groups, including those in popular neighbour-
hoods, were often early organizers in the anti-authoritarian struggle. While this
type of rights-based activism diminished after the transition, it was an impor-
tant part of the more general upsurge in associationalism (Foweraker 2001),
supported both by transnational advocacy groups and official sources of
foreign aid (Keck and Sikkink 1998).

The change in economic model was also a major factor in stimulating the
rise of popular-sector associationalism. The neo-liberal era has been crisis
prone, and many countries have experienced periods of declining real wages
as well as increasing poverty or at best a halt to its downward trend. Popular-
sector organizing around ‘subsistence’ issues, which received a big impetus
from the debt crisis of the 1980s, has been sustained as a way of coping in the
face of ongoing hardship, so that various types of survival associations, such
as those providing food, have proliferated in popular neighbourhoods.
Furthermore, targeted state social programmes adopted in some countries have
relied on associational partners in civil society as a mechanism for implemen-
tation. The reduced role of the state has also been a factor, and many associa-
tions have been formed as self-help groups to supply goods and services in
areas where the state has withdrawn or will not commit sufficient resources.

The associational world is both incredibly heterogeneous and still emer-
gent, posing a steep challenge for description and theorizing. The diversity of
organizations makes it difficult to conceptualize popular associations as an
organizational category and the associational interest regime as a coherent
‘system’ of interest representation. Moreover, dynamics within the associa-
tional world are sensitive both to the neo-liberal economic model, which
some countries may be adjusting after two decades of slow growth without
concomitant reductions in poverty and inequality, and to the level of political
decentralization, which also has been changing over the last decade. Bearing
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in mind these heterogeneous and emergent qualities, it is nevertheless possi-
ble to draw some key contrasts between the emergent interest regime with
associations as the base organizational unit and the earlier interest regime
with unions as the base organizational unit.

AN ASSOCIATIONAL LOGIC OF COLLECTIVE ACTION

A first task in analysing the emergent associational interest regime is to
compare the logic of collective action of associations and unions. Olson’s
original formulation of collective action problems included an analysis of
unions (Olson 1965). Subsequent research has drawn a distinction between
those organizational challenges faced by capitalists and those faced by the
working class in industrial societies. In this vein, scholars have stressed
both the more onerous problems of collective action faced by labour
compared with capital (Offe and Wiesenthal 1980) and the further asymme-
try that the market mechanism provides a degree of coordination that miti-
gates the need for concerted collective action among capitalists, especially
regarding the application of sanctions (Lindblom 1977). Scholars have
further disaggregated the capitalist side of this dichotomy, positing that
differences in sector (Streeck 1990; Bowman 1989) and size of enterprise
(Shadlen 2004) lead to distinct logics of collective action. Analyses have
also pointed to the relative strengths or weaknesses of working-class
groups, differentiating them according to their structural and associational
power (Wright 2000, p. 962; see also Silver 2003, p. 13), for example, size
of plant, isolated enclaves, competitive v. non-competitive sectors, skill
levels, craft v. industrial organizations.

These analyses, rooted primarily in the experiences of early developers, are
oriented towards wage-earners and do not consider what in Latin America is
the larger group among the working classes: informal workers, who are more
likely to pursue ‘class’ or material interests through consumptionist rather than
productionist organizations. It is this basic distinction, between unions and
non-union associations, that provides the first cut in the present attempt to
differentiate systematically the logic of collective action underlying the earlier
and emergent interest regime. In beginning an analysis of this differentiation,
the following argument does not claim a universal logic of collective action for
popular associations across all nations. Rather, it should be understood only to
apply to countries exhibiting certain social structural characteristics — high
levels of inequality, informality and poverty — common but not exclusive to
Latin America. In this context, most popular associations are formed by
resource-poor groups, primarily to advance discrete material demands or to
serve material needs. This type of popular organizing should be differentiated
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from that of better funded, often middle-class, citizen groups in advanced
industrial countries.

Two types of collective action problems may be distinguished. The first is
the fundamental question of collective actioithin base-level organizations.
How do interest associations form and to what general patterns do they
conform in their operation? The second is the question of collective action
amongor across organizations with compatible interests and ag@ias.
do interest associations scale or act in concert in terms of either the routinized
horizontal coordination of activities or the vertical formation of superordinate
(con)federations, fronts, or coordinating structures? The distinction between
collective action within and among organizations is important because it bears
directly on a central difference between labour unions and popular associa-
tions: labour unions tend to have significant difficulty with organizational
formation but substantial ability to coordinate and scale. In contrast, the oppo-
site is true for popular associations. Needless to say, substantial variation
exists among unions and, to an even greater extent perhaps, among associa-
tions. Nevertheless, despite the diversity within these categories, a general
contrast may be drawn.

This contrast rests on three characteristics that combine to shape the logic
of collective action of unions and popular associations. These are (a)
resources: constituency participation and finances, (b) ideational cohesion:
shared interests and collective identity within and between base organizations,
and (c) the nature of demands: the degree to which they are fulfillable in the
near term, and their disaggregability (Table 5.1).

In the following discussion it will become clear that these organizational
characteristics may be affected by external factors. For instance, one clearly
important distinction between unions and popular associations is that the
former are regulated by labour law. In addition to outright constraints on union
organization and activities, other legal provisions have been seen as ‘induce-
ments’, or double-edged regulations, in that they serve as both organizational
benefits and controls (R.B. Collier and D. Collier 1979). These provisions,
such as registration and state recognition requirements and compulsory
membership laws, tend to help extant unions scale and sustain themselves,
while making opposition union formation difficult by creating barriers to
entry. No comparable legal framework governs popular associations.
Ideational factors are also at least in part external — while ideology might be a
characteristic of an organization, no one would argue that it is completely
internally generated. And, of course, some associations receive support from
external NGOs. Nevertheless, the internal characteristics highlighted below
can be seen as important proximate causes that shape the logic of collective
action of each type of organization.
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Table 5.1 Organizational differences and implications for collective action

Associations Advantages in:

Variables Unions
Formation Scaling
Participants legally sanctioned formal varies, but generally not Unions: — Unions: +
members formal members Assoc: + Assoc: —
Resources Finances significant; future level of varies, but ratedyh Unions: — Unions: +
resources relatively clear; significant and self-funded  Assoc: + Assoc: —
self-funded
Shared interests  varies, but significant both very significant within Unions: — Unions: +
Cohesi within and between unions associations, less between Assoc: + Assoc: —
ohesion
Shared identity  high within unions, high high within and low Unions: + Unions: +
among unions among associations Assoc: +/-  Assoc: —
Disaggregability varies, but often generally disaggregable Unions: — Unions: +
Assoc: + Assoc: —

of policy area non-disaggreable
generally feasible, concrete, generally feasible, concrete, Unions: + Unions: +/—
material demands despite material demands Assoc: + Assoc: —
some historic orientation

towards socialism

Nature of  Feasibility
demands
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Organizational Resources

Labour unions and popular associations are quite distinct types of organization
in terms of the resources at their command. Two differences are the nature of
participation and the type of financing of base-level organizations. Labour
unions and popular associations differ significantly in the manner by which
they attract and retain participants. Unions have formal members, usually
drawn from a delimited group of individuals who are employed in similar
circumstances. Membership is strictly defined, and the rights and responsibil-
ities of members are clearly delineated. In many instances, as mentioned
above, the government legally mandates that this membership be compulsory
for all employees in a given workplace; such labour code regulations histori-
cally have been among the most salient inducements offered to the labour
movement by the state.

Popular associations exhibit considerably more variation than unions in the
nature of participation, but rarely do they have formal members. Exceptions of
course exist, such as some associations of street vendors (Roever 2005). In
most cases, however, it is probably a misnomer to speak of membership at all.
Rather, these associations have participants, whose involvement is voluntary
and often intermittent. Finally, many associations in Latin America are
engaged in a type of activity, for instance service provision, that makes it more
accurate to divide participants into staff — either volunteer or paid — and
constituents, clients or beneficiaries, with some individuals straddling the two
categories.

Formal membership, with its attendant participation and financial commit-
ments, generally hinders collective action for forming new unions. In contrast,
the more flexible models of participation that characterize most popular asso-
ciations tend to facilitate their formation. Attracting participants is easier if
demands on them are not so clearly defined or can be tailored to fit their level
of enthusiasm. The inverse relationship holds regarding the way these internal
organizational characteristics affect the ability of organizations to scale.
Formal membership facilitates cooperation and scaling among unions, as lead-
ers are able to pursue long-term strategic goals that may impose short-term
costs without fear of defection. The participation models of associations tend
to make scaling more difficult. The long-term planning and investments of
time and resources necessary for collective action among associations may
cause individual participants with more immediate goals to lose interest.

Partly as a result of their formal memberships, unions also tend to have
larger and more predictable resource pools at their disposal than associations,
although significant variation can again be found among associations. Union
dues provide predictable funding for day-to-day operations, professional staff,
and long-term budgetary and strategic planning. Associations are less likely to
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have ample resource pools and the ability to make long-term budgetary fore-
casts. Grass-roots or community associations tend to have less capacity to
extract resources from what are usually poorer participants. Although most are
at least partially self-funded, many tend to be dependent on outside sources of
funding, such as the state, political parties, NGOs or international donors. This
grant-based funding can vary greatly along multiple dimensions, including the
overall level of funding, the degree to which funding is secured in advance and
the formal or informal constraints imposed by donors. Some popular associa-
tions may be amply funded and enter into medium to long-term funding rela-
tionships with a given donor; but even then the necessity of renewing the grant
puts some limit on associations’ capacity to make plans well into the future.
Much more commonly, popular associations struggle, or may even compete,
to ensure funding in advance or find funding at all.

The means by which unions extract resources and budget can hinder initial
formation but aid in subsequent lobbying and collective action with other
labour organizations. Conversely, the negligible cost of participating tends to
facilitate associational formation, but the scant resources and inability to make
stable budget forecasts of many associations tend to hinder institutionalized
scaling and cooperation.

Ideational Cohesion

While differences in organizational resources can provide substantial leverage
concerning the disparate logics of collective action underlying labour unions
and popular associations, ideational factors must also be considered. An
important point made by Offe and Wiesenthal in their discussion of collective
action among labour and capital can be used to frame this discussion. In their
exposition of the classic labour—capital dichotomy, they posit that labour faces
a particular problem of interest heterogeneity, which, following Olson, they
attribute primarily to the large number of individual participants. Offe and
Wiesenthal's answer, one also posited in much historiography of the labour
movement, is that a collective identity among workers must be constructed to
overcome this obstacle, a somewhat paradoxical dynamic in which ‘interests
can only be met to the extent that they are partly redefined’ (Offe and
Wiesenthal 1980, p. 81). It thus may be useful to consider both interest hetero-
geneity and collective identity as ideational factors shaping the logic of collec-
tive action of unions and popular associations both within organizations and
across them.

Individual associations may tend to exhibit less interest heterogeneity
among members than individual unions. Associations attract participants who
have specific interests in common — for example, neighbours may participate
in neighbourhood associations for specific infrastructural projects, or vendors
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may cooperate to secure space on the streets when its use is threatened. This
commonality of interest within associations is reinforced by the fact that partic-
ipation is voluntary and membership not institutionalized, so that barriers to
exit are low, and dissidents or participants with divergent views can simply
leave the organization. These traits tend to facilitate association formation.

Within labour unions interest heterogeneity is likely to be somewhat
greater, since once unions are initially established, membership is often either
legally or contractually compulsory and there are no easy exit options. As a
result, unions tend to be more difficult to form and/or some participants will
be disgruntled or at odds with the direction or strategy of the organization. Of
course, union organization itself serves an important homogenizing function.
In a free labour market, workers compete against one another, driving wages
down and making interest heterogeneity endemic to proletarian existence.
Unions partially solve this problem of inter-worker competition, and to some
extent homogenize the interests of members. But this effect ameliorates a
problem that associations do not have to begin with. On the whole then,
greater interest heterogeneity within unions creates more significant problems
for collective action for formation when compared to associati®ns.

By contrast, at an aggregated level across individual units, the associational
world covers a more heterogeneous set of interests than the organized labour
movement, making scaling and coordination more difficult for associations.
The union movement embraces a restricted subgroup of the popular sector,
while the set of associations is potentially all-encompassing. The work situa-
tions of participants in associations vary widely. While most are in the infor-
mal sector, others are formal workers or are openly unemployed, having been
laid off from formal work. Further, even informal workers are a diverse cate-
gory, sometimes explicitly defined as including wage earners, microentrepre-
neurs who hire them, domestic workers, and the self-employed. Unlike
members of labour unions, these participants do not share a common target of
work-related grievances. Indeed, most associations have nothing to do with
relations of production at all, but focus on a great variety of consumptionist
issues. Interest heterogeneity across unions, particularly among those within a
given economic sector, is not likely to be so great. Even across sectors, unions
tend to have common interests in many macro-level policies, such as those that
protect jobs, set minimum wages as a benchmark, and regulate individual
contracts and collective rights. And even when union interests differ by sector,
the most important of these sectoral unions are generally large and cohesive
enough to scale and often to win bargaining rights at the national level.

The second aspect of ideational cohesion is collective identity among partic-
ipants, which, as Offe and Wiesenthal note, may mitigate problems of interest
heterogeneity. Unions might be seen as drawing on two sources of identity. The
first is the highly elaboratedtleology of the Maxist or quasi-Marxist left,
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which has a long history in unionism in Latin America and which, at least to
some degree, has historically imparted a class identity to unionized workers.
In addition, the affiliation of unions to LBPs, through institutionalized organi-
zational links, interlocking leadership or a history of collaboration, has often
given unionized workers a common partisan identity. Moreover, until the
current period political parties could be arrayed on a left-right programmatic
continuum, and political battles occurred along that materialist cleavage.
Hence, ideology and party identification reinforced or constructed an
ideational commonality across base-level unions. Overall, this relative cohe-
sion across labour organizations facilitates scaling and cooperation.

While it is difficult to generalize about collective identity within associa-
tions, across them collective identity seems generally weak. Many observers
have seen in the associational world a common discourse of rights and grass-
roots, participatory democracy. A substantive tenet is an aversion to hierarchy
and bureaucracy, making certain kinds of institutionalized vertical arrange-
ments for collective action among associations less likely. Further, a vague
ideological mooring should not be conflated with a strong and cohesive collec-
tive identity. While Offe and Wiesenthal offer an important insight by noting
that collective identity can help overcome the problem of interest heterogene-
ity, such an identity may not be readily available when interests are as frag-
mented as they are in the associational world. The concept of the popular
sector denotes a group that shares a relative position in the market, but which
aggregates a range of lower socio-economic strata and positions regarding
employment. The informal sector, the popular sector and the working classes
are not just concepts that bedevil social scientists, but also lived realities,
experiential fuzzy sets. If scholars have so much trouble determining who is
in and who is out, then it is no wonder that a sense of commonality is difficult
to construct on the ground (Peattie 1987).

Nature of Demands

A final factor shaping the logic of collective action is the nature of the
demands central to each type of organization. Most urban popular associations
and unions advance concrete, material demands that are quite different from
the transformative, virtually unbounded, post-material demands typical of the
‘new social movements’. Though the latter do make more specific ‘deliver-
able’ demands, dominating their larger agenda is usually a much broader
demand that is ultimately unfeasible within any reasonable time frame. Even
a responsive government can only partially satisfy demands for peace, envi-
ronmental protection, racial and gender equality, or the end of nuclear prolif-
eration. This fact is a powerful inducement for continued organization and
mobilization; indeed, responsiveness on the part of the government may
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further energize rather than demobilize such movements. Such transformative
and long-term orientations also provide a common, salient goal that subsumes
the many immediate, concrete demands made by individual associations,
thereby uniting the larger network. The opposite relationship exists for unions
and especially for popular associations. While some unions have had a long-
term socialist or redistributive vision, economism has been the prevailing
orientation, with a focus on demands that are immediate and feasible in prin-
ciple (even if not politically), such as wage increases. Similarly, most demands
of popular associations are also immediate and fulfillable, such as food subsi-
dies, works programmes, urban services, infrastructure investments or land
tittes. Evidence among popular neighbourhood associations suggests that
having these demands fulfilled is more likely to demobilize than energize
associations (Dosh 2004). This outcome affects associations more than unions
because of the permanent, legal standing of unions.

A related point concerns whether demands are directed towards policies
that are easy or difficult to disaggregate in terms of constituencies, or the
degree to which demands are for targetable or excludable goods. The above
examples of associational demands can be disaggregated, in the sense that a
government response can be targeted to one association and withheld from
another. Lowi (1964) insightfully argued that policies that lend themselves to
disaggregation display different patterns of group contestation and are played
out in different political arenas, or through different policy processes, from
those not easily subdivided. A fundamental observation was that different
types of actors are the primary political units in each policy arena: peak asso-
ciations weigh in on redistributive issues, coalitions of more discrete interest
groups tend to contest regulatory policy, and individuals, firms or small inter-
est groups operate in the distributive arena of disaggregable policy. This ‘fit’
between interest groups and policy type helps us understand the differing logic
of collective action of unions and popular associations.

While unions and associations may have multifaceted agendas and make a
variety of demands that differ in their ease of disaggregation, it is possible to
draw some general distinctions and posit some basic implications. Generally,
while much union activism occurs at the plant level, key political demands of
organized labour have traditionally been directed toward redistributive or
regulatory policy areas that are not easily disaggregated — for example, labour
market regulation, legal provisions that regulate unions and their activities,
policies toward the public sector and heavily unionized private firms, and
macroeconomic policy. This non-disaggregability may provide slight discour-
agement for base-level union formation but greatly increases incentives for
scaling.

By contrast, the disaggregability of the distributive policies typical of asso-
ciational demand-making provides an incentive to associational formation,
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since success is more likely when the response is cheap (as it is when targeted),
and would-be participants are more likely to join an effort that promises to reap
quick rewards. However, the piecemeal, even discretionary, response to these
demands — a sidewalk here, a health clinic there — is conducive to clientelism
and cooptation and discourages the establishment of ongoing, institutionalized
relations of cooperation among associations. Some associations may, of course,
have a larger — and national — political agenda, for example, health and educa-
tion policies, active labour market policies, poverty relief, and tax and redis-
tributive policies. However, most associations focus on disaggregable
demands, and the fact that core demands can be satisfied individually lowers
the incentives for cooperation and scaling. Indeed, precisely because it is more
easily attainable, associations may have an incentive to demand a particular
subsidy or distribution for just one neighbourhood, rather than to present the
demand as a form of ‘entitlement’ for all similar neighbourhoods.

ASSOCIATIONAL RELATIONSHIPS WITH STATES
AND PARTIES

The logic of collective action of popular associations offers some basic
insights into the emerging interest regime, but equally fundamental are the
ways associations are inserted into politics, and their relationship to the state
and political parties. All of these factors affect the capacity of associations to
aggregate and articulate popular demands and to exert political influence. In
the earlier popular interest regime, both the state and political parties helped
unions solve these problems of formation and scaling. Yet, these relationships
were double-edged: unions were generally inserted into the polity in a way
that reduced their autonomy and responsiveness to the rank-and-file. Given the
many types of associations, relationships with the state and with parties take
many forms, and generalization is therefore difficult. However, associations
do not necessarily escape the problems of maintaining autonomy. Rather, as
many have come to recognize, associational activity is shaped by both the state
and partisan alignment, albeit significantly less so than in the earlier interest
regime. Furthermore, while these relationships can help associations scale,
this aid is neither as pervasive nor as strong.

Another issue concerns the influence of popular organizations on macro
policy and the way the interest regime fits into the pattern of politics writ large.
Despite the many controls that derived from their relationships with the state
and political parties, in most Latin American countries unions were able to
gain some degree of influence over important macroeconomic and regulatory
policy issues. Associations have not been able to gain commensurate influ-
ence, in large part because of difficulties in scaling, their relationship to parties
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and the orientation of state policy. While some interesting national variations
have emerged, the disarticulation from national politics is a general character-
istic of associations in the new interest regime.

Association—State Relationships

Many analysts initially conceptualized popular associations in Latin America
in terms of civil society or ‘new social movements’, pointing to their relative
autonomy from the state and contrasting them with unions, historically
plagued by varying degrees of state penetration and control. Yet while the
associational world in the region may be more autonomous when viewed in
the aggregate, this general assessment masks substantial heterogeneity in asso-
ciation—state relations. At the extreme, some associations are actually formed
by the state or with the active encouragement of the state. But the role of the
state need not be so direct in order to raise issues of associational autonomy.
The formation, subsequent behaviour and substantive agendas of associations
are often shaped by state programmes and activities in more subtle ways, with
association—state relationships taking on a diversity of configurations.

One way to assess the relationship between the state and those associations
not directly sponsored by the state is to consider four questions:

1. Does the association interact with the state at all?

2. Does the association rely on the state for resources?

3. Does association—state interaction predominantly revolve around one
specific state programme?

4. Does the association primarily serve in the implementation of that
programme, rather than make demands?

Response patterns should form a cumulative scale measuring the degree of
associational autonomy. At one end, associational autonomy is substantial.
During the ravages of the ‘lost decade’ of the 1980s and at other subsequent
times of hardship, Latin America witnessed a growth of popular associations
engaged in self-provisioning functions for communities, such as organizing
neighbourhood crime watches and providing a local safety net. Lacking any
direct relationship with the state, these self-provisioning organizations might
be understood as the most autonomous (though non-state donors may shape
priorities).

Most associations, however, do interact with the state, leading to a diverse
set of association—state relationships marked by varying levels of associational
autonomy. One distinction within this subset is between associations that rely
on the state for resources and those that do not. Some popular associations
share information with the state or are regulated by the state but do not make
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demands for state resources or serve to implement state programmes. These
associations, which do not have a material reliance on the state, tend to be
more autonomous by avoiding the power of the purse strings.

In many cases, however, associational behaviour is influenced by the state,
sometimes unintentionally. The very existence of certain state programmes
shapes the agenda and activities of many associations and thereby, to some
extent, the profile of the larger associational regime. State programmes signal
a priority on particular demands directed at specific targets, such as certain
agencies and budget lines. As a consequence, associations may turn away from
or give less priority to other substantive goals. At the same time, precisely by
reducing the active alternatives or prioritizing particular ones, these
programmes may reduce the collective action problem of associations by coor-
dinating and focusing their activities in a common direction. Perhaps the best
example is the way many associations have coordinated to demand state
labour programmes in Argentina. Furthermore, the existence of these
programmes has ‘diverted’ the energy and demands of associations from other
approaches to welfare and income support (Garay 2004).

A further distinction can be made between those associations that make a
variety of different claims in response to changing circumstances and those
whose activities revolve around a specific state programme. Both interact with
the state but the former are likely to remain somewhat more autonomous.
Associations whose activity revolves around a specific state programme run
the risk of becoming overly dependent on that programme and its bureaucratic
functionaries and finding themselves in an exchange relationship in which
resources are traded for autonomy. Among associations in this position, the
danger of state control may be particularly great for those that are not target-
ing demands toward a specific programme but implementing it. Although it is
difficult to assess the prevalence of this phenomenon, in which associations
serve as a privatized arm of a retrenching state for the purposes of social
service delivery, it seems to be quite widespread. Again, it is often the priori-
ties of the state — its policy direction and programmatic orientation — that
encourage the formation of specific kinds of associations and direct their
activities in a particular way.

Association—Party Relationships

Many analysts have noted that the roles of political parties have changed in
Latin America’s neo-liberal democracies, particularly in their relationship to
constituencies. Parties were central in the earlier popular interest regime.
LBPs affiliated unions through formal organizational integration, interlocking
leadership or close coordination. Unions were important resources in electoral
campaigns, cementing party identification and mobilizing the vote. Parties, in
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turn, provided a channel of access and some degree of influence for unions in
politics at all levels, from municipal to national. This exchange, including
these benefits of party affiliation, came at the widely analysed price of subor-
dination of unions to the party. The trade-off was particularly severe in the
case of governing populist parties, but the subordination to party-electoral
goals was also a feature of classist parties, like the Socialist party in Chile.
Nevertheless, to different degrees, these relationships afforded organized
labour a vehicle for representation, offered some degree of input into major
policy areas and helped unions coordinate their efforts politically.

Compared with the union—LBP hub, relationships between popular associ-
ations and parties, when they exist at all, tend to be characterized by greater
associational autonomy and less formal organizational integration.
Associations do not have an institutionalized presence in political parties that
is comparable, for example, to the PRI's labour sector in Mexico, the PJ’s
tercioin Argentina or AD’s labour bureaus in Venezuela, in the earlier interest
regime. In general, and in a way that affects unions as well, parties now have
more distant relationships to societal groups, a widely noted dynamic also at
work in advanced industrial countries (Katz and Mair 1995). As Roberts has
argued for Latin America, the neo-liberal critical juncture ‘has undermined

. mass parties and led to a proliferation of individualized linkages to
machine, personalist, or professional-electoral parties . . . A more fragmented,
autonomous, and pluralistic civil society . . . [now has] fluid and tenuous link-
ages to party organizations’ (pp. 67, 45).

Within this general commonality, association—party relationships vary
substantially from country to country and also within countries, as these
linkages are not uniform across geographic areas or across different
networks of associations. Some ties are quite different from these individu-
alized, often patronage-based, linkages. In Venezuela, facing a situation in
which economic constraints are eased and domestic opposition is fierce and
even undemocratic, Hugo Chavez and his MVR have mobilized a substan-
tial support base. A major vehicle, encouraged by Chavez since 2000
through a variety of inducements, has beenciheulos bolivarianosasso-
ciations which range from a handful to a few hundred members and are
primarily involved in neighbourhood improvement and service provision
(Hawkins and Hansen 2006). The formation of theissulosseems to have
taken place through some combination of bottom-up and top-down
processes, but the relationship betweenciheilosand the MVR requires
further research.

Brazil's PT emerged out of a pro-democratic social movement in which a
heterogeneous set of popular-sector organizations took part, both new labour
unions and popular associations. Reflecting this bottom-up formation, the
party has traditionally held a strong ideological commitment to internal
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participatory andlemocratic procedures. In accordance with this orientation,
at the local level the party has designed and implemented participatory insti-
tutions, most notably participatory budgeting, that allow popular associations
to assume a larger role in subnational (state and municipal) policy-making
(Goldfrank 2002). These institutions have succeeded in regularizing access to
government for popular associations and encouraging the formation and
survival of new associations as well as increased policy responsiveness. At the
same time, they must be viewed as a partisan strategy to mobilize support in
the context of electoral competition among centre-left parties (Goldfrank and
Schneider 2005). These participatory institutions, however, have not been
sustainable beyond the municipal level, and PT President da Silva thus far
appears reluctant to implement such strategies nationally.

The remarkable adaptation of Argentina’s Peronists (PJ) to the neo-liberal
era has attracted significant scholarly attention. The major labour confedera-
tion remains linked to the party, but union—party relations are now more
distant, as can be seen both in the founding of a rival non-Peronist labour
confederation and the transformation of the PJ from a more ‘classic’ LBP
(indeed, one in which labour for many years was dominant in relation to the
party) to a party machine based in neighbourhood brokers to mobilize support
(Levitsky 2003). Relying both on historical partisan identities and extensive
clientelistic distributions, local party officials serve as patrons to individual
clients and also to a variety of popular associations. While some popular asso-
ciations remain distant from the PJ, others have close links. As the associations
of the unemployed, thgiqueteros have grown and gained prominence, some
of the most influential of these associations have aligned with President
Kirchner’s faction of the PJ and have modified their activities in order to
support him (Garay 2004). A new institution, the Mesa Coordinadora para un
Nuevo Proyecto Nacional, was formed by these more accommodationist
pigueterogroups and the Kirchner faction to coordinate and cement their rela-
tions, but the future of this initiative is unclear.

Macro Policy

The associational interest regime affords the popular sectors less capacity to
affect macro policy at the national level than did the interest regime dominated
by the union—LBP hub. This more limited influence is in part due to the greater
difficulty of associations in scaling as well as a different relation to political
parties. Under the old interest regime, the labour movement had a presence,
albeit with varying influence, in national politics through labour confedera-
tions, which provided a voice in negotiations and a capacity to mobilize and
protest, and through party linkages, which afforded access at the national
level. By contrast, while some associations may have some points of access,
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these tend to be limited, and peak associations that are in institutionalized
political dialogue on national economic and social policy are rare.

Potential popular-sector influence at the national level is also dependent on
the overall economic model, as Garretén et al. (2003) have highlighted in their
discussion of the new ‘sociopolitical matrix’ in Latin America. The funda-
mentally different roles of the state under import substitution and neo-liberal-
ism lead to distinct patterns of demand-making in terms of what policies are
‘contestable’ and the level of the state where contestation takes place.

The union—LBP hub predominated in a particular economic context that
oriented demand-making toward the national state. Parallel to the Fordist logic
of the Keynesian welfare state, ISI encouraged a form of ‘organized capital-
ism’ that favoured encompassing peak associations of labour and demand-
making focused on policies at the national level. ISI was characterized by a
large public sector (including state-owned firms and a state bureaucracy that
were important sources of employment), the promotion of national industry,
and (peripheral) Fordist regulation of the economy (Lipietz 1987) that both
promoted production on the supply side and implemented policies that
sustained aggregate demand. The demand-side logic of this inward growth
model made room for the state to adopt national level policies that would help
solve collective action problems of both workers and employers and reduce
competition between as well as within those classes. Pro-union and pro-
worker policies — rigidities in the labour market, minimum wages and rising
wages in line with productivity gains, subsidies on basic consumption items,
and health care and pensions — increased aggregate demand for national
producers in settings where small markets were often limiting. Along with
protectionist measures, the adoption of these policies at the national level
helped remove certain labour cost pressures from competition among employ-
ers, while increasing aggregate demand, in which inwardly oriented producers
had a collective interest. The degree to which these policies were put in place
varied according to the configuration of political coalitions, their institutional-
ization in party systems and the resulting political dynamics.

With the implementation of the neo-liberal model, states have withdrawn
from former areas of economic intervention and from many of the national
policies that had been the focus of national-level demand-making. The privati-
zation of pensions and removal of subsidies on basic consumption goods are
examples. These changes have removed important policy areas from the agenda
of demand-making, as Kurtz (2004) demonstrates for the rural sector. The
effects on the new interest regime may be seen regarding unions as well as
associations. Despite their ongoing advantage in scaling, unions have less influ-
ence in the new interest regime. They may retain some national clout in partic-
ular areas, and in some countries they have been influential in labour reform,
limiting the flexibilization of the labour market regarding batidividual
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employment and collective rights. However, even the Argentine labour move-
ment, historically the region’s strongest, was not able to influence macroeco-
nomic policy, although union leaders were able to negotiate certain
compensations to unions in return for acceding to detrimental and costly
reforms (Etchemendy 2004).

Another aspect of the neo-liberal model with implications for demand-
making is the decentralization of the state. Many Latin American countries
have devolved programmatic initiatives and budgetary control of various poli-
cies to lower levels of government. The devolution of social and neighbour-
hood services, around which popular associations are most likely to make
demands, has been especially prevalent. These changes have opened up new
spaces for interest intermediation between their constituencies and a more
proximate and presumably accessible level of the state. The result has often
been greater responsiveness to grass-roots demands, though experiments with
‘deepening democracy’ through direct participation have varied substan-
tially.11 However, with greater attention focused at lower levels of government
regarding immediate demands, the incentives for scaling and national coordi-
nation are again reduced.

In many cases, then, there has been a trade-off in which popular-sector
access to certain kinds of policy areas, especially those that are disaggregated
and oriented to the neighbourhood, has improved while capacity to affect
macro policy at the national level has eroded. While many staples of the ISI
era have been taken off the agenda, many significant policy areas that directly
affect the constituencies of associations, most notably social policy, are still
contested at the national level. Yet with some exceptions, such as Argentina’s
piqueterosand some associations in Brazil, popular associations have not been
able to coordinate and influence decisions on social policy and other ‘second
generation’ reforms.

CONCLUSION

A shift in the popular-sector interest regime, although not labelled as such, has
been widely noted. In the emergent interest regime, the role of unions has
become less central, and a great array of popular organizations, of which
unions are now just one type, has become prominent. Initial assessments of
these other popular associations were optimistic, lauding the strengthening of
civil society in political systems that historically lacked structures capable of
making government accountable, of representing the majority or of sustaining
democratic regimes. Particular traits of associations were also seen as benefi-
cial. Unlike unions, associations relate to one another in networks rather than
in the hierarchical and bureaucratic structures from which Michels derived his
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iron law of oligarchy. Conceptualized as internally participatory, they were
often seen as efficacy-promoting ‘schools for democracy’ and potential build-
ing blocks of an inclusionary system of representation responsive to the grass
roots. Furthermore, some analysts have been sanguine — or at least hopeful —
that associations could move into the representational void being vacated or
unfilled by political parties, which are widely seen as becoming socially
disembedded and engaging in ‘audience politics’in the electoral arena (Manin
1997). After an initial period of enthusiasm, however, many scholars of Latin
America have turned markedly more pessimistic, noting the inability of asso-
ciations to apply pressure to political elites and meaningfully affect macropo-
litical outcomes, seeing not schools for democracy but a crisis of popular
representation.

In exploring the emergent interest regime, this chapter has tried to lay bare
its distinct logic of collective action compared to that of the union-based
regime. The associational regime is characterized by easy entry: unlike unions,
associations form readily and have proliferated dramatically. The associational
interest regime is potentially all-encompassing, with unrestricted constituen-
cies and agendas, thereby excluding no groups or interests. At the same time,
associations face the fundamental problem of scaling, which derives from
limited resources, heterogeneity of interests and the nature of demands. This
problem is reinforced by changes in party politics and association—party rela-
tions and by the neo-liberal model, which in crucial areas has redefined the
nature of state policy and the locus of policy-making.

As Schmitter suggested, the partial regimes in which associations operate
are important sites of representation and hence central for distinguishing types
of democracy. The associational interest regime in Latin America is character-
ized by some representational tensions that may be endemic. While popular
associations may spur participation, gain access and win influence in areas of
policy at the local level, they have largely been cut off from influence at the
national level. The overall interest regime tends to be caught in a distributional
pattern of local politics. And while the associational world as a whole may be
characterized by greater autonomy from the state and parties, state policy
nevertheless often shapes the overall set of claims, and partisan affiliation or
insertion in electoral politics can moderate or subordinate the demands of
associations.

Nevertheless, these tensions play out in diverse ways in different national
settings. In Chile, associations have shown little ability to coordinate and
affect major policy areas. Yet across the Andes in Argentingpithueteros
have succeeded in scaling, displaying enormous mobilizational capacity at the
national level and achieving quasi-institutionalized or at least regularized
access to social policy-making. In a complex and interactive political process,
a state works programme has shaped the nature of the demands of the
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piqueteros who have succeeded in expanding the programme tremendously,
while the process has crowded out programmatic alternatives regarding
income support or poverty reduction. While an interesting exception to the
general pattern of associational exclusion from national policy-making, this
pattern is unlikely to be replicated broadly. However, other political processes
may shape national interest regimes in a particular direction. For instance, in
Venezuela Chavez has not only induced the formation of a quasi-affiliated
network of associations, but in so doing he has primed a national political
cleavage in aligning a social-structural division, societal organization and a
cultural or ‘ideological’ orientation (Bartolini and Mair 1990). This reshaping
of the interest regime in Venezuela has been a central aspect of a general reori-
entation and unique polarization of politics.

Analysis of national interest regimes and their consequences for popular
representation is still at a preliminary stage. The key questions concern how
much political clout associations are able to gain, and how associations confront
the classical dilemma between political access and influence, on the one hand,
and autonomy, on the other. Garreton (1994, p. 245) has suggested that moving
beyond this trade-off may involve the role of the state itself in constituting
‘spaces and institutions within which actors can come forth who are autonomous
with regard to the state without being marginal'. If the trade-off is indeed resolv-
able, the question for analysts becomes the conditions under which the interac-
tion of associational demand-making and the projects of state and party actors
will create such spaces and how associations can use them as sites of represen-
tation or interest intermediation.

NOTES

1. In the Latin American context, the word ‘popular’ has a decided class connotation. Hence
the use of the adjective in the terms ‘popular interest regime’, ‘popular associations’, and
‘popular sector’ here specifically refers to the lower classes.

2. It might be noted that a similar shift in interest regime has not occurred in the polities of
Europe in the same way. As Crouch indicates (Chapter 2, this volume), unions have been
challenged but have maintained a more central position and greater strength, even as they
take on a different set of issues.

3. Examples of popular associations are neighbourhood associations, communal kitchens,
rotating credit associations, NGOs providing social services to popular—sector constituen-
cies or organizational support to other associations, organizations of street vendors, and
many others. The universe of associations under consideration is thus diverse, but does not
extend here to associations geared towards the public interest at large rather than the popu-
lar sector in particular (Peruzzotti and Smulovitz 2000).

4. Scaling refers to either the vertical formation of superordinate structures or the horizontal
coordination of activities.

5. Another type of transition — through regime collapse or breakdown — had different charac-
teristics, but elite-dominated transitions received particular analytic attention in the Latin
American cases. See Huntington (1991, pp. 113-114 fn.) for a discussion of typologies and
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a scoring that characterized only one Latin American country as a collapse (but see R.B.
Collier [1999, pp. 119ff.] for a different scoring of this case).

6. This analysis follows R.B. Collier (1999).

7. Using data that pre-dates the 2001 crisis, Portes and Hoffman (2003, p. 55) show Argentina
as an exception.

8. In Chile, the 1990s saw some recovery from an earlier steep decline. These figures are taken
from a database compiled by Kenneth Roberts, who used data from the ILO and other
sources.

9. This distinction has not been drawn in much of the literature on collective action. For
instance, while Offe and Wiesenthal discuss both the formation and growth of individual
unions, they do not distinguish the latter from the problem of coordination and scaling
among unions.

10. In highlighting the union-association contrast, the present analysis overlooks substantial
variation within each category. The greater homogeneity of interests of some workers and
its facilitation of union formation, such as those in isolated enclaves (as in mining), has been
a well-recognized example.

11. See Roberts (1998) and Goldfrank (2002) on the failed cases of Chile and Peru and the more
successful cases of Uruguay and especially Brazil, which has been particularly successful in
designing local institutions of participatory budgeting that have substantially redirected local
spending priorities towards popular neighbourhoods.
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6. Making capitalism compatible with
democracy: tentative reflections from
the ‘East’

Laszl6 Bruszt

INTRODUCTION

Making democracy compatible with capitalism is not the same as making
capitalism compatible with democracy. The former is about extending citizen-
ship rights in capitalist economies that are already established; the latter is
about first creating the basic parameters of democratic politics and extending
property rightsafterwards Examples of the first process were the (re)democ-
ratizations in Latin America in the 1970s and 1980s; examples of the second
were the institutional transformations in the former state socialist countries.
The two processes differed in their starting points and their initial dynamics;
they converged however at a later stage and, in both cases, the variety of
outcomes was the same: a certain form of autocratic capitalism, a combination
of oligarchic democracy and an under-regulated market economy or, finally,
the coming about of a certain degreeofhabitationbetween liberal democ-

racy and a regulated market economy.

As to this last outcome — the coming about of compatibility between
democracy and capitalism — one can find two diametrically opposing posi-
tions in the literature. According to one approach, dominant till the 1980s and
revived in the 1990s, broad socio-economic changes allow the two to become
compatible with each other. According to the other, conflicts and compro-
mises between broad-based political forces make the two compatible. Politics
is absent from the first approach that attaches a primary role to general socio-
economic change or development. According to this strand in the literature,
compatibility is about the coming about of the right patterns of interests,
norms and behavioural patterns that are required for the coexistence of the
two institutional domains. Social, economic (and related cultural) develop-
ments bring about the conditions for the emergence of these ‘proper’ inter-
ests, norms and behavioural patterns (for an excellent survey of this literature,
see Rueschemeyer, Stephens and Stephens 1992, ch. 2). What exactly these
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conditions are can bdeduced from the experience of the most developed
countries that are pictured in this strand of the literature as the endpoints in the
development of the two institutional domains.

Political factors are at the centre of the second approach that was developed
as the criticism of the previous approach and was based on the analysis of
political change in Southern Europe and Latin America. In this approach, most
forcefully expressed in the work of O’Donnell and Schmitter, compatibility is
one of the possible outcomes of conflicts and compromises between broad-
based political forces struggling for the preservation or the alteration of the
political, and with it, the social and economic status quo (O’Donnell and
Schmitter 1986, pp. 66—67). Development, social, economic or cultural, in this
approach instead of being a precondition for democratization is one of the
potential outcomes of political change. If successful, the process of making the
two institutional domains compatible involves complex exchanges among
contending forces. These constitute interacting coordination games taking
place in parallel within several domains: uncertain coalitions shaped by a
rapidly changing balance of forces (1986, pp. 66—67; Karl 1987, 1990). The
possible outcomes of attempts to change the rules of the political game are
shaped primarily by rapidly changing balance of political forces not predeter-
mined by pre-existing conditions.

Several different outcomes are possible in that ‘underdetermined’ process of
regime transformation. Purposive political action as much as unexpected events
and unintended consequences of previous decisions shape the balance of forces
between contending actors, and with that, the possible outcomes. In Latin
America, authoritarian reversal, some limited extension of citizenship rights and
a democratic regime highly constrained in altering economic institutions were
the outcomes in countries where the dynamics of the changing balance of forces
gave status-quo-preserving coalitions the upper hand in dictating the rules of the
game. Revolutionary transformation of the basic parameters of the economy
and the polity was the outcome where radical challengers to the status quo could
unilaterally impose the new rules. The dynamics of conflict most conducive to
making the two domains compatible was the one in which there was stalemate,
that is, an uncertain and relatively even balance of forces between contending
camps, not allowing any of the sides to impose the new rules and define the new
roles unilaterally (O’Donnell and Schmitter 1986, pp. 59-65). It was this situa-
tion that forced actors to search for accommodation among diverse interests, to
reach complex compromises sometimes instituted in the form of ‘foundational’
pacts and to seek for solutions that could make institutional change in the two
domains compatible, if not complementary, with each other (1986, pp. 66-67;
see also the insightful analyses of Karl 1987, 1990).

In this chapter, | will explore the use of the two approaches for the analy-
sis of the post-communist developments. | start with a modified version of the
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old preconditions literature as it was applied to the post-communist cases. The
representatives of the Eastern variant of the precondition literature claimed
that the newly democratizing countries, due to the backwardness of their social
and economic structures have to face a forced choice between continued
democratization and capitalist transformation. According to the pessimistic
variant of this approach, in the absence of a highly stratified market society,
the post-socialist condition, democracy and capitalist transformation are
incompatible with each other (for a discussion and critique of this approach,
see Stark and Bruszt 1998). Absent such a society with its ‘correct’ distribu-
tion of preferences, democratization would only allow for politicizing the
process of economic transformation and the predicted outcome would be the
blocking of economic change. According to the optimistic and activist variant
of the same approach, there was a way out of this impasse. Economic trans-
formations could and should be depoliticized via ‘shock treatment’ and rapid
economic change would subsequently bring about a stratified market society
with the right distribution of preferences — and make capitalism compatible
with democracy.

As will be discussed below in detail, the outcome of interacting change in
the two institutional domains in post-communist Eastern Europe was exactly
the opposite of what was predicted or prescribed by the revived preconditions
literature. In all the post-communist countries where decision-making on
economic transformation happened primarily outside the framework of demo-
cratic politics, the outcome was some form of corrupted market and the degen-
eration of the democratic polity. The simultaneous consolidation of democratic
institutions and the emergence of a regulated market economy occurred in
those countries where institutional transformation in the economic domain
was simultaneously politicized within the framework of emerging democratic
institutions. These outcomes of the parallel changes in the fields of polity and
economy are in line with the central claim of O’'Donnell and Schmitter that
compatibility is not the outcome of an apolitical process of development but,
to the contrary, it is the outcome of successful politicization of development.

How and to what degree economic change could become subject to demo-
cratic political contestation and compromise was directly related to the
outcomes of the respective regime transitions. In the countries where the tran-
sition produced a polity in which the political authority to make binding deci-
sions was concentrated and the former elite could impose institutional change
in the economic domain, uncontested by newly emerging social and political
forces, the outcome was oligarchic democracy combined with a corrupted
market. In countries where broad-based political mobilization brought about
the transformation of political institutions and the political authority to make
binding decisions was broadly distributed, the balance of forces after the initi-
ation of economic transformation remained relatively even. This prevented
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either incumbents or any other economic or political actor from imposing the
new rules of the game unilaterally and forced them to search for accommoda-
tion and coordination among diverse interests.

The second part of the paper will be devoted to conceptual exercises with
the goal of making changes in the institutional domains of polity and economy
in the East more comparable with those in the South. Both the starting points
and the initial dynamics of these changes differed in the two regions. A
conceptual frame is needed that allows for the simultaneous discussion of
interacting change in the two domains. As a basis for this, | will use the
conceptualization of economic transformation implicit in the work of
O’Donnell and Schmitter as changes in the rules of the game in the economy
that define the scope of economic freedoms and determine the distribution of
economic wealth and opportunities. Transitions away from diverse types of
autocratic capitalism in the South were about attempts to repoliticize
economic freedoms and, therefore, to make the rules that determine the distri-
bution of economic wealth and opportunities subject to democratic political
contestation and compromise. Synchronizing institutional changes in the two
domains involved extending citizenship rights in such a way that those who
were threatened by the transformation of the rules governing the economy
would not use their de facto powers to halt the de jure transformation in the
institutions of the polity. This process resulted in the parallel upholding of citi-
zenship rights and property rights in those countries where the dynamics in the
changes of the political balance of forces were conducive to make actors capa-
ble of negotiating complex exchanges across the two institutional domains.

In the East, as will be discussed below, during the first phase of the transi-
tion away from autocratic state socialism, the ruling elite had lower incentives
and fewer opportunities to fight against the extension of citizenship rights. The
challenge of finding accommodation between property rights and citizenship
rights was absent. A large part of the former autocratic elite expected to win
extended economic freedoms from the extension of citizenship rights. There
was no need to negotiate complex exchanges between the two domains and
therefore the dynamics of institutional change in that phase differed between
the two regions. The East met the South only when the rapid economic liber-
alization and privatization introduced after the founding elections resulted in a
dramatic increase in the concentration of economic wealth and power in the
hands of the new elite. Economic regulation and, in general, the making of the
rules that defined the parameters of the emerging capitalist order and the distri-
bution of wealth and opportunities started after liberalization and privatiza-
tion. It was in this later phase that the rules became subject to political
struggle. As in the South, the stakes were not only the rules of the economy,
but also the way decisions were made about these rules. To put it differently,
in the East it was only after the founding elections that the form and the
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substance of economic issues became the object of political controversy. In
this struggle between diverse interests, some of the actors tried to extend the
scope of democratic decision-making to cover economic matters, while others
sought to depoliticize these rules and to neutralize the freedom of contending
political forces.

| shall argue that, despite their different starting points and different initial
dynamics, the Southern and the post-communist experiences were variations
on a common theme: how to govern exchanges between the two institutional
domains in such a way as to make the emerging rules in both domains compat-
ible with each other. The logic at work behind the diverse outcomes was the
same in the East as the one described and analysed by O’Donnell and
Schmitter in the Southern European and Latin American cases. Parallel estab-
lishment of citizenship rights and property rights was the outcome where
actors acted under conditions that forced them to search for solutions via
cross-sectoral coalitions and compatibility between conflicting interests.

THE PRECONDITIONS LITERATURE AND ‘EASTERN'’
DIVERSITY

The question about the compatibility of democracy and capitalism, once fash-
ionable in the literature on Latin America, came in a somewhat modified form

to the East. Until the 1980s the dominant view in Latin America was that broad
structural (economic, social, cultural) changes were preconditions for this

compatibility. Once these missing preconditions were present, democracy
would become compatible with capitalism. The underlying assumption of the

‘preconditions literature’ was that the less developed countries of the South
would converge towards the model of the most advanced societies of the
‘North-West'. They would go through the same stages of development and
imitate the same sequences in order to arrive at ‘the end of the history’ with
the same outcomeThe main lesson of the North-Western path was assumed

to be universal and clear: development first, democracy later. Once reaching
similar economic conditions they would achieve the same political outcome —
albeit with some delay. Or, to put it in a more positive way, development

makes democracy compatible with capitalism.

In the East, the issue of the compatibility of democracy and capitalism
arrived only at the end of the wave of democratization that began in 1989, but
came immediately in two different versions. The pessimistic one was similar
in its conclusion to the one sketched above although it differed somewhat in
its argument. In the highly egalitarian post-communist societies, ran the argu-
ment, the parallel transformation of political and economic institutions was
impossible. Because of their flat and inarticulate social structure, the economic
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transformation would create too many losers and too rapid an increase in
inequalities. The losers would not tolerate these changes and would use their
newly acquired political rights to stop the process — also jeopardizing the
potential transformation via populism. Absent a stratified market society with

a large enough number of potential winners and a functioning capitalism that
could bring about this society, democracy and capitalism were regarded as
logically incompatible. ‘[Capitalist] development first, [liberal] democracy
later’ was the implicit slogan of this argument. (For a critique of this approach,
see Stark and Bruszt 1998.) The optimistic and, for that matter, more activist
version of the thesis that large scale socio-economic change would eventually
bring about the preconditions for the compatibility of democracy and capital-
ism came from Western advisers linked to the International Monetary Fund
(IMF). ‘Get politics out of the way, put in place the missing elements by fast
privatization and liberalization and the ensuing economic growth will make
democratization possible’ (for a critique of this approach, see Stiglitz (1999)
and Roland (2000)). The stress was on the speed of the introduction of these
policies by shock treatment insulated from democratic politics. Resolute polit-
ical elites, depolitization of economic transformation, no experimentation with
unorthodox policies — this was the mix that would get the missing structural
elements in place and eventually make capitalism compatible with democracy.

Both the Southern and the Eastern versions of the compatibility thesis
proved to be wrong. In the South, during the wave of democratization of the
1980s, enduring democracies were created under initial conditions dramati-
cally different from the ones demanded by the preconditions literature. In the
East, the interaction and sequencing between democratization and economic
transformation was exactly the opposite of what was predicted or prescribed.

One can discern three broad patterns of change in the East in the institu-
tional domains of polity and economy, and each resulted in different outcomes.
Some countries experimented heavily with a broad politicization of institu-
tional change, exploring and exploiting a diversity of organizational forms to
interweave diverse principles of aggregation and coordination of heteroge-
neous interests. Here the outcome was what could be called compatibility of
democracy and capitalism (Stark and Bruszt 1998; McDermott 2002;
Orenstein 2001).

In these countries, now new member countries of the European Union, one
can speak about the ‘co-evolution’ of capitalism and democracy; in a second
group of post-communist countries, one would be more accurate to refer to the
‘co-decomposition’ of capitalism and democracy. The transformation of
economic institutions in these countries came closer to the ‘depoliticization’
model promoted by the neo-liberal experts. More precisely, it was in these
countries that decision-making on the transformation of economic institutions
took place largely outside the framework of democratic institutions. Strong
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executives insulated from mechanisms of accountability introduced sweeping
economic reforms primarily by way of executive decrees. But while they were
free to act unconstrained by other democratic institutions and, therefore, did
not have to coordinate among heterogeneous interests, they were also unable
to build the political coalitions needed for the enduring support of reforms and
were easy prey for capture by powerful territorial and economic groups. Large
oligarchic groups dominated economics and politics in these countries,
corrupting both markets and democracies (Hellman 1998; Stiglitz 1999;
Bruszt 2002). Russia and Ukraine were the most characteristic representatives
of this group, which consisted of most of the post-soviet republics except the
three Baltic countries.

Finally, in a third group of countries, institutional changes in the two
domains went in cycles of stop and go, depending on the outcomes of compet-
itive elections. In a polarized political field with unstable coalitions of politi-
cal and economic elites competing for power, the ‘over-politicization’ of all
aspects of the transformation did not allow for institutional experimentation
with coordination of diverse interests. While the minimal level of electoral
democracy was maintained and the elementary parameters of a market econ-
omy were gradually put in place, changes in each of the two institutional
domains several times weakened institutional development in the other. In
these cases, instead of co-evolution or co-decomposition, one could speak of
a ‘tense coexistence’ between capitalism and democracy. Bulgaria and
Romania were the best examples of this group of countries.

In the first group of countries the combination of liberal democracy and
regulated market economy was the outcome of a continuous process of inter-
action between the two institutional domains. As a rule, policies and laws are
contested and forged within a broader range of ‘partial regimes’ representing
diverse interests and combining different decision-making rules. In this case,
institutions rapidly consolidated (see Schneider and Schmitter (2004) and
Schneider (2004) for a cross-regional comparison of this issue). By the second
half of the 1990s these countries were able to introduce an extensive and more
or less effective set of economic regulations. Economic activity evolves within
the framework of encompassing social regulations embodying in an always
temporary and contestable fashion the accommodation of diverse interests and
evaluative principles. It is only in these countries that one can speak of a
compatibility of the two institutional domains. Gradually, increasing societal
coalitions were formed and powerful actors in one domain had few incentives
and/or capacity to challenge the basic institutional parameters of the other one.

In the countries representing the second pattern, major policies and laws
were made primarily outside the formal institutional framework of democratic
institutions and tended to reflect the outcomes of informal bargaining between
incumbents and diverse territorial and economic gréilEmocratic rights of
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the citizens were limited as these polities sank below the minimal level of elec-
toral democracy. Economic activity evolved in the framework of particularis-
tic regulations reflecting the interests of the most powerful. This pattern,
however, did not result in a stable equilibrium. In Russia, for example, the
oligarchic coalition between state actors and diverse territorial and economic
oligarchies was severely weakened by economic crises, and the unfolding
conflicts within the coalition led to a strengthening of the authoritarian
features of the regime. In Ukraine, on the other hand, a split in the oligarchic
alliance, coupled with the broad political mobilization of civil society and
extensive political support from the West, resulted in redemocratization.

Chronic instability of institutional arrangements was the outcome of inter-
actions between the two institutional domains in the third group of countries.
Incumbents in these countries did their best as a rule to weaken institutions
that could make them accountable both within and outside of the state. Policies
and laws were contested and often revoked by the opposition after changes in
government. Economic regulations were weakly and selectively enforced and
their durability was dependent on the outcome of the next election. While the
recurring political and economic crises did not challenge the basic parameters
of any of the two institutional domains, neither did they lead to institutional
stabilization?

These divergent outcomes of interaction between economic and political
change have clearly contradicted the predictions and prescriptions of the
revived preconditions literature. According to the proponents of that approach,
the creation of a functioning market economy was the precondition for
upholding citizenship rights and property rights. They also maintained that
economic transformation could only be successful if unhampered by democ-
ratic politics. In realty, the creation of a functioning market economy was the
outcome of thasimultaneougxtension and upholding of citizenship and prop-
erty rights. Those countries could navigate to this outcome where ‘the citizen-
ship principle of equal treatment in matters affecting collective choices’, as
expressed by O’Donnell and Schmitter, were less constrained and the remak-
ing of their economic institutions was subject to continuous demaocratic polit-
ical contestation (1982, p. 14)n the countries where the making of the new
rules of the economy were most effectively depoliticized, the outcome was
either a limited democracy or the re-establishment of autocratic rule, as well
as the enrichment of the few at the price of the impoverishment of the many
(Hellman 1998; Stiglitz 1999).

The logic at work behind these diverging outcomes of the attempts to make
capitalism compatible with democracy were, moreover, roughly the same as
the ones described by O’Donnell and Schmitter (1986) based on their study of
the attempts to make democracy compatible with capitalism in the South.
Parallel upholding of citizenship rights and property rights was the outcome in
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those countries where none of the contending actors could impose the new
rules of the game and the dynamics of the changing balance of forces made
actors search for compatibility among diverse interests in both institutional
domains. In the countries where the former autocratic elite could impose insti-
tutional change in the economic domain uncontested by newly emerging
social and political forces, the outcome was oligarchic democracy combined
with a corrupted market. In those where broad-based political mobilization
brought about the transformation of political institutions political power was
more distributed and the balance of forces after the commencement of
economic transformation remained relatively even, preventing either incum-
bents or any other economic or political actor from imposing the new rules of
the game unilaterally. As in the Southern European and Latin American cases
analysed by O’'Donnell and Schmitter, it was in these countries where actors
with contending visions of economic institutions were forced to search for
accommodation among diverse interests, to negotiate complex compromises
and to seek for solutions that could make institutional change in the two
domains compatible, if not complementary, with each other.

In the East, where the basic rules of binding decision-making were put in
place prior to the starting of the economic transformation, the new political
institutions imposed additional constraints on the contending actors. In the
countries where the mobilization and self-organization of diverse types of
social actors brought about the change in the political regime, authority was
institutionalized and distributed in a way that limited the chances of unilateral
rule making. This prevented incumbents from serving solely some groups of
private economic interests and forced them to search for accommodation
among the diversity of private economic interests (Bruszt 2002; Gryzmala-
Busse and Luong 2002).

DEFINING SOME CONCEPTS (AND EXPOSING SOME
ASSUMPTIONS)

While the democratization framework of O’Donnell and Schmitter travelled
well to the East, to make the Southern and Eastern cases more comparable
one has to make explicit the assumptions about the transformation of
economic institutions and the resulting different kinds of capitalisms. This is
needed to allow interacting change in the two domains to be discussed in a
common frame. In their original work O’Donnell and Schmitter identified
diverse patterns of political change away from authoritarian rule in more or
less well established capitalist economies. Since all of their cases were
diverse types of capitalism, they focused on conceptualizing the political
aspects of the regime change, primarily the interaction between (political)
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liberalization and demaatization. In their treatment of these dimensions one
can also identify a definition of economic transformation (albeit implicit) as
the altering of the rules that determine the scope of economic freedoms and the
distribution of wealth and opportunities. As the basis for the conceptual exer-
cise that follows, | will use and expand upon this scheme. | shall start by
making explicit some assumptions about transition as the interaction of change
in the two institutional domains. Then, | will discuss separately these two
domains: economic transformation and political democratization. In the
discussion of the latter, | will primarily rely on the formulations of O’Donnell
and Schmitter. Finally, | shall bring together these two processes of change by
identifying typical pathways away from autocratic capitalisms and autocratic
state socialisms. It is not my goal here to compare cases or to analyse factors
of divergence among them. My goal is more modest: to contribute to the
creation of a conceptual property space within which specific cases can be
better compared and their diversity better explained.

Transitions

‘The present volume deals with transitions from certain authoritarian regimes
towards an uncertain “something else” ' — this is the opening sentence of the
‘Tentative conclusions about uncertain democracies’ by O’Donnell and
Schmitter. | could hardly imagine a simpler and better starting sentence for a
book that discusses processes of change in a non-teleological way by stressing
the non-linear and underdetermined nature of these changes. In this chapter |
also speak about transition in this sense, as the interval between one combina-
tion of a political regime and economic order and an uncertain other combi-
nation. The common starting point is an autocratic political system either with

a more or less established capitalist economic order or with a state socialist
one® In the case of the political regime, the ‘uncertain something else’ might
be the installation of some type of liberal democracy, the return to some type
of authoritarian rule or the emergence of a revolutionary alternative to both. In
the case of the economic regime, this ‘uncertain something else’ might be
capitalism with a redefined structure of public regulation and social distribu-
tion, the emergence of a ‘private ordering’, by which a coalition of private
firms and persons in control of the state sets the rules of the economy, or some
type of state socialism. There is no necessary ‘double transition’: the outcome
could be that only the political regime changes and what is altered in the econ-
omy is in the nature of the system of defences around the basic parameters of
the structure of pre-existing rules. The opposite can happen too: the political
regime can remain intact and the economic order can be completely trans-
formed — although, for that path to be taken, the only known alternative is the
transition from autocratic state socialism to autocratic capitalism.
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The most important characteristic of the political transition, as O’Donnell
and Schmitter have stressed, is that during it the rules of the political game are
in constant flux and arduously contested. Actors from different domains strug-
gle ‘not only to satisfy their immediate interests and/or the interests of those
whom they purport to represent but also to define rules and procedures whose
configuration will determine likely winners and losers in the future’
(O’Donnell and Schmitter 1986, p. 6). From the viewpoint of the economic
domain, the emerging rules of the political game will largely define who will
be permitted to participate with what resources in determining the rules of the
economy. The changing structure of political rules will largely define what
scope of economic issues will become subject to politicization, which actors,
public and/or private, will have a say in defining the rules of the economy and,
in general, what range of interests will have a chance of being taken into
account in that domain.

Besides the potential redefinition of the form and the content of direct state
redistribution, the most important stake during the economic transition
involves the redefinition of the rules that determine the scope of economic
freedoms and, with them, the redefinition of the rights and obligations of
different categories of propertied and non-propertied actors. The emerging
rules will largely determine who, with what resources and what sort of
enforceable rules, can become a player in the economic field and, as a conse-
quence, what will be the likely change in the distribution of wealth and oppor-
tunities in the given economy.

If autocratic capitalism is the starting point, except in revolutionary trans-
formations, the basic parameters of the economy are not challenged during the
transition. What is usually at stake is the social and economic role of the state
exercised through direct redistribution and through the definition of the public
rules of the economy. This later implies the defining of the structure of public
constraints on private economic freedoms and, in general, the scope and type
of economic activities from which firms and persons can profit. Demands are
made for imposing specific constraints on the freedom of property and extend-
ing rights for weaker categories of property holders, workers, consumers or
other categories of stakeholders. Altering the rules and scope of direct state
intervention in the economy or altering their characteristics may be another
important dimension to the economic transition. Either way, both (re)regula-
tion and altering patterns of social intervention or subsidization will have a
direct effect on (emerging) classes, sectors and group interests and will have
an indirect effect on influencing perceptions of what interests and frameworks
of value will be recognized and rewarded.

Where state socialism is the point of departure, the extension of property
rights protected against arbitrary government interference and the struggle
over imposing public constraints upon these rights will be simultaneously on
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the agenda of the economic transition. In principle, both citizens and their
leaders could contest the dismantling of public ownership, either in the name
of some type of democratic socialism or some revived form of paternalistic
state socialism. However, in all the known cases where social mobilization has
brought about political regime change away from state socialism, resistance to
the extension of private property rights has been marginal. This is to say that
the stakes of economic transition in most of the Eastern countries have been
similar to the ones described above. As in the non-revolutionary Southern
cases, actors in most of the Eastern countries have had to redirect their atten-
tion primarily to the public rules of the private economy.

Political Liberalization and Democratization

In defining political liberalization and democratization, | rely primarily on the
original definitions of O’Donnell and Schmitter. Liberalization refers to guar-
antees of individual and group freedoms as they affect political action, and
democratization refers to the altering of the structure of authority in order to
make rulers accountable to citizenry. Political liberalization more specifially
means

making effective certain rights that protect both individuals and social groups from
arbitrary or illegal acts committed by the state or third parties. On the level of indi-
viduals, these guarantees include the classical elements of the liberal tradition:
habeas corpus; sanctity of private home and correspondence; the right to be
defended in a fair trial according to pre-established laws; freedom of movement,
speech; and so forth. On the level of groups, these rights cover such things as free-
dom from punishment for expressions of collective dissent from government policy,
freedom from censorship of the means of communication, and freedom to associate
voluntarily with other citizens. (1986, p. 7)

While the range of these rights can be expanded and there is no scholarly
consensus on their exact range, the point is that the concept of political liber-
alization refers to a range of rights that are preconditions for individual and/or
collective political action protecting citizens from arbitrary intervention
(Schneider and Schmitter 2004). Democratization concerns the extension of
the citizenship principle, that is, the right

to be treated by fellow human beings as equal with respect to the making of collec-
tive choices and thebligation of those implementing such choices to be equally
accountable and accessible to all members of the polity. Inversely, this obligation
imposesobligationson the ruled, that is, to respect the legitimacy of choices made
by deliberation among equals, aightson rulers, that is, to act with authority (and

to apply coercion when necessary) to promote the effectiveness of such choices, and
to protect the polity from threats to its persistence. (O’'Donnell and Schmitter 1986,
pp. 7-8)
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While the focus of their work is on the formation of political democracy,
that is, the extension and application of the citizenship principle to public insti-
tutions and governmental processes, O’'Donnell and Schmitter discuss sepa-
rately the possibilities of extension of the citizenship principle in two other
directions. The first, labelled ‘social democracy’ is about extending the citi-
zenship principle to cover ‘private’ social institutions, such as workplaces,
schools, universities, political parties, and so on. The second, labelled ‘welfare
democracy’ and at times associated with ‘economic democracy’, is about
extending formal equality of citizenship rights to the attainment of substantive
equality of benefits and entitlements, such as wealth, income, education, hous-
ing, information or autonomy, respect and self-development (O’Donnell and
Schmitter 1986, p. 12).

Political liberalization and democratization do not necessarily go hand in
hand. Liberalization may or may not be followed by democratization. One or
the other of these two processes can become stuck during transition or can even
reverse itself after temporarily converging with the other. A relatively stable
mix of political liberalization and democratization is what O’'Donnell and
Schmitter calledpolitical democracyor, using the term of Robert Dahl,
polyarchy Transition can, however, become stuck somewhere between the
autocratic status quo and polyarchy. The transition to political democracy can
be reversed and the outcome may be some type of hybrid regime. One of these
stalemated outcomes could bénaited political democracyalso calledllib-
eral democracywhat they call ‘democradura’. The institutions for holding
rulers accountable are present, but the political freedoms of individuals or
groups are restricted and/or are not enforced. Another of these hybrid outcomes
they callliberalized autocracyr a ‘dictablanda’. It emerges when some of the
guaranteed political freedoms are extended but the mechanisms that could
make rulers accountable to the citizenry are not put in place or are abolished.

The coexistence of the electoral franchise and the right of citizens to act
equally and collectively to contest the actions of the rulers constitutes politi-
cal democracy or poliarchy. It can be sustained and institutionalized in several
diverse forms. The emergence of what Robert Dahl has called the ‘procedural
minimum’ for the exercise of these rights of participation and contestation
(secret balloting, universal adult suffrage, regular elections, partisan competi-
tion, associational freedom, executive accountability) may or may not go hand
in hand with the emergence of ‘reliably known, regularly practiced and volun-
tarily accepted’ rules for structuring political representation, resolving
conflicts and arriving at binding decisions. This is a historically contingent
settlement called institutionalized or consolidated democracy (Schneider and
Schmitter 2004, pp. 7-12).

There are a variety of rules for structuring representation and decision-
making, each distributing differently the chances that categories of diverse
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societal actors will be able to participate effectively in making binding deci-
sions. In a non-institutionalized democracy the rules of representation and
decision-making are unstable, contingent, contested and, therefore, prone to
short-term alterations in the balance of political forces. Mechanisms that
would force incumbents to accommodate and include societal diversity in the
making of binding decisions and to stay within the boundaries of respecting
the citizenship principle or the rule of law are weak or absent (O’'Donnell
1993; Schneider and Schmitter 2004; Bruszt 2002). Democracies might get
stuck de facto in such a low equilibrium, without necessarily reverting to the
de jure removal of some or all citizenship rights. Depending on the dynamics
of the changing balance of political forces, these polities might stabilize into
some form of hybrid regime, or they may eventually move towards some form
of institutionalized democracy. The latter is a complex and perhaps never-
ending process of arriving at a ‘contingent consent’ to structuring political
representation and accountability in a way that allows for the coordination
(some might say balancing) of multiple domains and their diverse interests and
considerations.

Economic Liberalization and Public Regulation

From the viewpoint of rights, economic transition implies two, analytically
separable, processes: (i) the eventual extension of the scope of protected
economic freedoms and (ii) the (re)making of the public rules of the economy,
the latter referring to the (re)definition of the structure of rights and obliga-
tions that put binding constraints on economic freedoms. The first process |
label ‘economic liberalization’ and the second | call ‘public regulation’.

Economic Liberalization

The extension of protected property rights means making effective rights that
allow private actors to profit safely from rational calculative enterprise while
being protected against arbitrary or illegal acts committed by the state or third
parties. The most important of these guarantees are related to property rights,
as well as the freedom of contracting. Protection from arbitrary or illegal acts
implies the presence of a state that can wield enough power to maintain the rule
of law and uphold economic freedoms with effective and credible capacity to
honour these rights within its own actions. If such a state is present, and can
maintain a predictable policy environment, then private economic actors can
safely transact with each other without the fear of being deprived of their prop-
erty either by economic predators or by way of arbitrary state intervention.
These freedoms in former state socialist economies might start with some
informal acceptance of the right to produce and buy elementary types of
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consumer goods and services in a ‘second economy’ without any guaranteed
rights. Such informally tolerated commodification of consumer goods and
services can result in the emergence of local markets (Nee 1989; Szelenyi and
Kostello 1996). The most important characteristics of these submerged
markets are that actors have strictly limited rights to own, buy or sell labour or
capital goods. They have to rely primarily on informal mechanisms of enforce-
ment and are exposed to a highly unpredictable policy environment. In these
cases, one can talk about the emergence of a ‘socialist mixed economy’ when
the state extends some enforceable legal guarantees, including the buying and
selling of labour and capital goods, and even encourages private economic
activities even though the public economy remains dominant (Manchin and
Szelenyi 1987; Szelenyi and Kostello 1996). In their last years, managers in
Poland, Hungary or some parts of the former Soviet Union were able to
acquire some de facto property rights over the public firms they directed. In
the absence of enforced property rights, however, they had low incentives to
enter into rational calculative enterprise and had a high incentive to engage in
asset stripping and hiding their gains. In China and Vietnam, under the condi-
tions of unchanged autocratic political regimes, economic actors acquired de
jure property rights in dominant sectors of the economy that extended to
labour and capital markets. In these cases we can say that the economy tran-
sited to capitalism while under continuous one-party rule.

Large-scale privatization of the public enterprises together with liberaliza-
tion of prices and trade after the fall of state socialist regimes per se did not
result in the extension of property rights in the sense the term is used here. In
several post-communist countries, states did not have the capacity to uphold
economic rights, enforce obligations and maintain a predictable policy envi-
ronment. Economic actors had to rely primarily on barter as the dominant form
of economic transactions or on diverse forms of private law enforcement with-
out stable guarantees that they could safely profit from rational calculative
enterprise. If some de facto extensions of property rights herald the beginning
of economic liberalization, the process of economic liberalization is over when
a public power is in place with the capacity to uphold these economic rights
and obligations.

Public Regulation

The guiding principle of economic regulation is the protection or promotion of
some notion of public interest. It involves both the right of the public to define
under what conditions private choices in the economy will further public inter-
ests and the obligation of private decision-makers to take these restrictions
into account. Regulatory institutions frame private economic action by impos-
ing the framework within which economic actors base their calculations. They
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define a range of diverse interests and values that economic actors have to take
into account when making their calculations. They bring together heteroge-
neous interests, define the boundaries between diverse institutional fields and
sectors, establish mandatory rules about which combinations of interests and
values should count within a given domain of economic action, and establish
what general value frameworks should or could be applied to economic trans-
actions.

Making the rules of the economy public implies coordinating (some might
say balancing) diverse interests and considerations and establishing binding
relations of varied temporality between them. The mere imposition of rules
that reflect the interests of the most powerful economic actors is not regulation
in the sense the term is used here. One can speak about the emergence of a
regulative state when it becomes the stable self-interest of the incumbents to
coordinate diverse interests and values while setting the rules of economic
actions. A regulative state in this sense can exist in both autocratic and demo-
cratic political regime$.

Both guaranteed property rights and public regulation of the economy are
constituted with reference to some explicit conception of the public inferest.
How these public interests are defined and what structure of rights and oblig-
ations will serve them is continuously contested. Their definition by a specific
regulatory institution may have very limited temporal validity. A given speci-
fication of public interest may be replaced by another one that redefines what
interests should be given priority and what association between diversity of
interests and values will further a different conceptualization of public inter-
ests. Changes in the overall structure of economic rights and obligations are
usually much slower. If they have been imposed by repression, they are likely
to change under conditions of a dramatic shift in the balance of political
forces. In democratic settings, this structure is more likely to reflect histori-
cally contingent compromises based on some hegemonic idea concerning the
‘right’ or ‘fair’ alignment of diverse group interests and social functions. These
hegemonic concepts serve as ‘master frames’ or ‘selective criteria’ that set the
boundaries for deciding on specific regulations and they may be more resis-
tant to short-term changes in the societal balance of forces.

Changes in the structure of the public rules of the economy can go hand in
hand with changes in the form of regulation. Until the 1980s, nationalization
of specific enterprises was extensively used as a form of public regulation in
Western Europe, alongside statutory rules. These capitalist mixed economies
have ‘transited’ since the late 1980s towards the dominance of statutory regu-
lation that had been the primary model of regulations in the USA since the late
nineteenth century.

No single set of specific rights and obligations exclusively defines the
public accountability of private economic activity. This is a historically
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contingent matter, although there have been some regionally specific ‘models’
and, at global level, one can see the emergence of a ‘regulative minimum’. The
new Eastern member states of the European Union had to incorporate around
80,000 pages of regulations into their legal systems in order to demonstrate
their readiness to participate in the European market-making regime. At the
global level, there is a continuous struggle to counterbalance supranational
regulation that gives priority to the liberties of selected categories of proper-
tied groups against labour market or capital market norms that would defend
the interests of non-propertied groups, ecological values or local cultural
heritage. Rival calls for ‘depoliticization’ of economic issues usually entail
demands for public sanctioning of private orderings and self-regulation by the
most powerful economic actors. In extreme cases, highly exclusionary repres-
sive regimes can maintain exclusively private orderings, which means the
setting of binding rules by exclusionary alliances of the most powerful
economic actors.

All'in all, public regulation refers to processes of making or transforming
the rules of the economy resulting in the (re)definition of the structure of rights
and obligations of the different categories of propertied and non-propertied
actors. These processes might involve the replacing of private ‘self-regulation’
with public rules where there were none before; putting private self-regulation
under public regulative frameworks; and/or making state regulation public
where exclusionary private groups dominated rule-making by the state before.
The emerging rules will largely define who, with what resources and what sort
of enforceable rights can become a player in the economic field and, as a
consequence, what will be the likely change in the distribution of wealth and
opportunities in a given country.

Democratizations East and South: Making the Rules of the Private
Economy Public

Except in the case of revolution, the challenge of transitions both in the East
and the South was to coordinate citizenship rights and property rights. That is,
it was to synchronize the relations of accountability at the level of public insti-
tutions with the relations of accountability in the private institutions of the
economy. Coordination between these two types of rights is a non-trivial
undertaking. If ‘the citizenship principle of equal treatment in matters affect-
ing collective choices knows no intrinsic boundaries’, as O’Donnell and
Schmitter have put it, then the same holds for the principle of private property
when it encroaches on ‘natural rights’ in the public domain. Synchronization
involved extending rights in one domain in such a way that actors in the other
domain would not use their power to halt the change.

One of the possible outcomes of the interacting changes in the two domains
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is that actors will settle upon a mutually satisfactory solution allowing for the
parallel upholding of citizenship rights and property rights. This implies agree-
ment on the range of economic issues that can be politicized and the types of
interests and values that can be publicly sanctioned in the private economy.
Additionally or alternatively, it might imply agreement about institutionalizing
the accountability of public institutions and rulers in such a way that the public
accountability of private businesses is kept within acceptable boundaries.
Such a compromise is historically contingent and never definitive. Its content
might dramatically differ from country to country depending on variation in
social, political and economic starting conditions, the organizational capacities
of contending forces or the intervention of external actors and factors that
influence the balance of domestic forces (see Figure 6.1). At one extreme, the
outcome might be a settlement in which only the exercise of citizenship rights
is constrained and the public accountability of the private economy remains
minimal or unchanged. The political regime changes but what is altered in the
economy is only the nature of defences around the pre-existing basic rules.
The institutional fagcade of political democracy is there, with regular, more or
less free and fair, elections but there is very limited room to politicize
economic issues and the state sanctions rights and obligations that reflect the
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interests of the most powerful economic acforhis combination of
polyarchy and unregulated (or, more precisely, privately regulated) economy
is what we calbligarchic democracyThis is usually an ‘unstable equilibrium’

and, depending on the dynamics of the balance of forces, the demand to extend
the citizenship principle to the level of the rules of the private economy might
lead to two different outcomes.

One of these is the piecemeal extension of the citizenship principle and,
with it, the gradual emergence of the public regulation of the economy — more
often than not through the institutionalization of mechanisms of political
representation and decision-making that allow for the inclusion of some
formerly excluded interests. The other possible outcome might involve depriv-
ing some or all of the ‘irresponsibly behaving’ civic groups and parties of their
citizenship rightsllliberal democracy(limited democracy) is the outcome
when the procedural minimum of elections is maintained but restrictions are
put on the ‘freedoms of particular individuals or groups who are deemed insuf-
ficiently prepared or sufficiently dangerous to enjoy full citizenship status’
(O’Donnell and Schmitter 1986, p. Qiberal authoritarian capitalisnis the
outcome when only some of the guaranteed political rights remain. We can
talk about (a return t@utocratic capitalismwhen even these rights are taken
away.

These processes can also move in the opposite direction. Autocratic capi-
talist regimes, under actual or perceived pressure from below and fearful of a
‘social explosion’ might resort to extensive public regulation in the economy
(Evans 1995; Doner, Bryan and Slater 2005) Besides trying to coordinate
diverse interests, authoritarian leaders may also experiment with some politi-
cal liberalization, a process that can lead to the full extension of citizenship
rights, depending on the constraining factors and the right combinatigtuof
andfortuna

The logic and the dynamics of the first phase of democratization have
differed in the South and the East. In the former, the extension of citizenship
rights took place in the presence of entrenched property rights with varying
degrees of public regulation of the economy and usually in the presence of
strong, well-organized coalitions with high incentives and capacities for
defending the existing distribution of economic rights and obligations. The
bourgeoisie (and its allies) saw the first attempts to change these rules as an
encroachment upon their natural rights and basic freedoms. Only major
changes in the political balance of forces could alter this perception
(O’Donnell and Schmitter 1986; Streeck 2004).

From the viewpoint of institutional change, it makes a great difference
whether the status quo ante is some form of regulated capitalism in which the
interests of some disenfranchised groups counted, or a repressive oligarchy that
completely excluded these groups. Severe frictions and potentially explosive
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tensions were more likely in the latter case and some version of oligarchic

democracy was the more likely outcome. The propertied class had lesser
incentives and opportunities to obstruct changes when regulated autocratic
capitalism was the status quo and the state had some relative autonomy from
the economic elite.

When autocratic state socialism without any guaranteed property rights was
the starting point, the ruling elite had less incentives opportunities to fight
against the extension of citizenship rights. The most important difference
between the ruling classes of the two kinds of autocratic orders was in the
forms of capital they possessed. While the ruling class of the autocratic capi-
talist order had its capital primarily in physical or financial wealth and had
much to loose from the extension of citizenship rights, the primary forms of
capital that the state socialist elite enjoyed were social connections and
cultural capital (Eyal, Szelényi and Townsley 2000). Both of these forms of
capital were useful assets for the ruling elite to improve its position while
extending the property rights. A significant part of the former elite could
expect to win extended economic freedoms from the extension of citizenship
rights. Members of the intertwined political and economic elite could lose
these forms of capital only under conditions of an incomplete extension of citi-
zenship rights.

As there was no need to negotiate complex cross-sectoral exchanges, most
of the pacts during the phase of political transformation in the East were
‘survivability pacts’ (Karl 1990). These dealt primarily with legal continuity,
allowing the members of the ruling elite to become legitimate (political and
economic) players in the new regime, and with rules that could improve their
chance of obtaining advantageous political positions in the new political
regimest®

In all the democratizing countries in the East, economic liberalization
resulted in a rapid increase in the concentration of economic power in the
hands of an ‘old-new’ elite. This dramatically altered the societal balance of
forces. Once the new rules of the economy started to be chosen, the early
winners of the economic transformation did their best to preserve their initial
gains and prevent economic rule-making from becoming subject to democra-
tic political contestation (Hellman 1998; Stiglitz 1999; Bruszt 2002). The East
met the South at this point, just after the initiation of economic privatization
and liberalization. In those countries where the socio-economic elite remained
an autonomous political force without any major counterbalancing power
within the state or the society, oligarchic democracy was the unstable outcome
of the attempts to introduce public regulation over the emerging private econ-
omy. Institutional change progressed in uncertain ups and downs in those
countries where political change was initially imposed from above, but after
the first founding elections the opposition could consolidate its power and
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mobilize broader societal coalitions. Those countries moved towards illiberal
democracy or some form of autocratic capitalism where the newly emerging
democratic opposition was weak or divided and could not mobilize broader
social coalitions against the oligarchic alliance controlling the state.
Synchronizing institutional change in the two domains was only possible
where the mobilization of a broad societal coalition brought about political
change, where the non-propertied groups had some organizational power and
where the distribution of political authority did not allow incumbents to rule
unconstrained.

CONCLUSIONS

In the comparative literature on democratization it has been commonplace to
contrast the Eastern transitions with the Southern ones based on differences in
‘transitional agendas’, that is, the issues and challenges that actors had to face
simultaneously (Bunce 2000; McFaul 2002; Offe 1991; Stark and Bruszt
1988). Having the redefining and remaking of states, nations, property and
politics on the transitional agenda at the same time, the Eastern transitions
were characterized as ‘overloaded’, in contrast to the ‘simple’ Southern
processes of democratization. Above | have argued that, in terms of the key
issue of coordinating citizenship and property rights, the difference between
the two regions was more in the sequencing of the challenge than in the kind
of challenge. The point of this chapter, however, is not that the Eastern cases
were not so special and that the Southern cases were not so simple. Rather |
have argued that studies of democratization that focus solely on its political
aspects — without including interacting change across institutional domains —
are likely to miss the complexities that are at stake when property rights and
citizenship rights have to be made compatible with each other. It is in this
issue, | have tried to demonstrate, where one can identify the most important
and still unexplored contribution of the work by O’Donnell and Schmitter on
the question of the relationship between democracy and development. Far
from coming about automatically as a result of development, the coming about
of the conditions of the sustained cohabitation of capitalism and democracy is
the result of political struggle — with its outcomes not predetermined by pre-
existing conditions.

More research is still needed to answer such questions as what were the
factors that helped to sustain and enlarge cross-sectoral coalitions, how will
the rapid transnationalization of economies and states or the differences in the
patterns of transnationalizing these two regions effect the historically contin-
gent settlements that have brought about the cohabitation of citizenship rights
and property rights in both sets of countries. One of the lessons one can draw
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from the Eastern cases is that the emergence of a regulated market economy
with a relatively more equitable distribution of wealth and opportunities was

the

outcome of the evolution of specific types of democracies that had the

capacity to organize and coordinate diversity.
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NOTES

1.

See O’Donnell and Schmitter (1986) and Schmitter and Karl (1992) for the critique of this
approach. As Wolfgang Streeck has pointed out (see his chapter in this book), the critique of
this approach in its different versions has always been more or less present in Schmitter’s
work.

On the discussion of this phenomenon from a cross-regional perspective, see the pioneering
work of O’Donnell (1992, 1993)

The more recent promise of future EU membership seems to be altering the balance of polit-
ical forces in these countries and it seems to be moving these countries in the direction of an
uncertain, but more stable, form of capitalist democracy.

In the literature on post-communist diversity there is general agreement that structural
factors have no or only weak explanatory power in clarifying differences in the processes
and the outcomes of institutional change. Supporting indirectly the claim of O’Donnell and
Schmitter that what matters are the specifics of the politicization of institutional change,
primarily diverse political factors are used in this literature to account for diversity, such as
the distribution of political power, the characteristics of the party systems, the outcomes of
the founding elections or the level of political polarization (Bunce 2000; Frye 2002;
Hellman 1998; Grzymala-Busse and Luong 2002; Fish 1998).

In the Central European countries where governments were exposed to extended account-
ability during the period of economic transformation and were prevented from unilaterally
imposing the new economic institutions, the percentage change in the Gini coefficient (a
standard measure of inequality) was relatively low. The same coefficient was almost 100 per
cent between 1988 and 1994 in Russia, where the major rules were introduced by presiden-
tial decree (EBRD 1999; Hellman 1998).

For a definition and an encompassing discussion of autocratic state socialism, see the work
of Janos Kornai (Kornai 1992)

On the conditions of the emergence of regulative states in authoritarian regimes, see Doner,
Bryan and Slater, 2005

Opponents of regulation like to see both economic transactions and the coming about of
social order as self-constituting that should be prevented from public interference. The idea
that private choices do not necessarily serve public interests and might even undermine
market order and competition can already be found in the work of Adam Smith, who saw
the danger in the ‘self-regulations’ of people in the same trade and, among others, forcefully
argued against the publication of a registry of business people, claiming that it might encour-
age the combination of businesses in the same trade to conspire against free competition.
In my reading, some of the pacts in Latin America analysed by Terry Karl (1987, 1990) had
an outcome that came close to this definition.
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10. Inthe two most often cited pacted cases of transitions in the East, Poland and Hungary, there
were encompassing exchanges between the rulers and the contenders but their results did not
last long. In Hungary, the political pact was challenged at the moment of its signing by some
members of the opposition and its results were overruled by a referendum two months after
the signing of the pact. In Poland the pact was more encompassing, including basically two
separate pacts: one political, the other socio-economic. The political pact lasted less than a
year and the first non-communist government overruled most of the results of the socio-
economic pact.
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PART III

Democracy and European integration






7. The problem of legitimacy in the
European polity: is democratization the
answer?

Claus Offe and Ulrich K. Preuss

IS THERE A LEGITIMACY DEFICIT IN THE
EURO-POLITY?

No Problem, No Solution

Even though complaints and uncertainties about the ‘democratic deficit’ of the
EU are as widely shared as the perceived need to think about institutional solu-
tions which would remedy this condition, agreement on the actual presence of
such a deficit is by no means universal. Before we address the nature of and
possible solution to the problem, therefore, we need to deal briefly with views
that deny either the existence of the problem or at least the availability of a
solution.

Three such views can be identified. First, there istelsbnocraticview.
This rightly claims that only the political choice between alternative courses
of action advocated by different elite segments and mass constituencies qual-
ifies as the substance of politics and hence needs to be made within a frame-
work of rights, values and democratic procedural rules. If, however, the
agenda of European elites consists of matters that cannot be reasonably
debated, but must be competently deduced from some compelling technical
calculus, then making choices through democratic procedures is bound to
diminish the efficiency of decision-making and the quality of the decisions.
These are better left to experts, professionals, epistemic communities and
bureaucrats with their specialized knowledge in order to maximize ideological
neutrality. The more reliably such technical decisions are insulated from poli-
tics and general legitimation demands, the more effective and efficient the
process will be in which some ‘one best way’ will eventually be determined.
As the purpose that rules are supposed to achieve is clear and unambiguous,
namely Pareto optimality in the Single Market, the regulatory regime serving
that purpose is entirely for the experts to determine. They have their tested

175



176 Democracy and European integration

methods of dealing with the three familiar types of public-choice problems
and market failures. These are: (i) negative externalities (that is, economic
actors securing advantages at the expense of third parties); (ii) the inverse case
of the provision of public goods (that is, economic actors having to be
adequately rewarded for providing benefits to some collectivity, for otherwise
they would not provide them); and (iii) common pool problems (that is,
economic actors having to be prevented from inflicting damage upon their
future selves through the unwise overutilization of scarce resources, such as
fish or the environment). This view of the EU as a technocratic regulatory state
is often associated with the work of Majone (1997). In order for an efficient
regulatory regime to be available, decisions must be kept strictly out of the
politicized circuits of democratic representation and accountability.

Second, there is thdemocratic saturatioview which, in contrast to the
technocratic view, does not deny the need for democratic legitimation of the
European policy process but rather claims that the democratic requirements of
accountability and representation are already sufficiently fulfilled in the
current institutional set-up of the EU. From a normative point of view it may
be asked why there should be a need for distinct mechanisms of legitimation
for EU policies since the member states, first, have voluntarily acceded to the
EU, based upon democratic procedures according to their respective constitu-
tional rules, and, second, are fully represented in the institutions which draft
and implement EU policies. In other words, there is a solid and continuous
chain of legitimation from the individual citizens in the member states up to
the institutions of the EU. After all, the members of the Council are members
of democratically elected governments of member states, and Commission
members are nominated by their governments and have to withstand the
scrutiny of the EP, the directly elected European legislature. So democracy is
in place, people do not generally complain about its absence, and concerns
about a ‘deficit’ are unwarranted. The author with whose writings these views
are often associated (as found in Follesdal and Hix 2005) is Moravcsik (1998).

Third, there is theunfeasibility/undesirabilityargument. This argument
comes in one of two versions. As far as the feasibility of a stronger democra-
tic legitimation at the EU level is concerned, it invokes the seemingly obvious
absence of a European demos. The citizenries of member states are simply
‘too different’ (by size, by historical experience, by religion, by language, by
level of economic development, and so on) to be able to form a minimally
coherent political community with which even losers in elections would iden-
tify. The presence of a durable self-identified and robust political community,
as opposed to a multinational population, is an essential precondition for any
form of democracy. Turned on its normative side and regarding the issue of
desirability, the argument is that democratic legitimation procedures at the
European level would inevitably lead to a deepening of European involvement
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in matters which properly belong to member states and thus would interfere
with the desire of the latter to maintain and increase national autonomy. Czech
president Vaclav Klaus (2005) is a prominent proponent of this view. The

implication is that there is no democratic deficit because something that
cannot or should not be changed cannot meaningfully be called a ‘deficit’.

Why There is a Problem, and Not Just for the EU

So the very existence of the problem we are going to discuss in this chapter
needs first to be established. In establishing it, we rely, among other things, on
arguments advanced by Follesdal and Hix (2005), Beetham and Lord (1998),
and Weiler, Haltern and Mayer (1995). Two points seem important. First, the
lack of democratic accountability at the European level penetrates into the
domestic arena and affects the quality and credibility of the practice of
national democracy. Thus the problem is not primarily thatBbemust
becomeademocratic; it is thatnember statesiustremaindemocratic. Second,
major institutional actors at the EU level (the ECB, the ECJ and the
Commission when operating as a rule enforcement agency) have a direct
impact upon the citizens of member states and therefore must be subjected to
an institutionalized legitimacy test.

As to the first of these points, Schmitter has argued that the democratic
deficit does not just exist at the EU level of the policy process but, partly as a
consequence of this, at the member state level as well. ‘[T]he shift of functions
to and the increase in the supranational authority of the EU have been
contributing to the decline in the legitimacy of “domestic democracy™
(2000a, p. 116). National parliaments are losing control, the making of collec-
tively binding decisions is being denationalized and ‘executive actors can
effectively ignore their parliaments when making decisions in Brussels’
(Follesdal and Hix 2005, p. 5). To a large extent this can be attributed to the
fact that national governments, in particular parliaments, are no longer in the
position to control the basic parameters of their national economies. The inten-
sity of institutional interdependence between the national and the European
levels of governance is bound to thwart all attempts to isolate the two levels
and to protect the national political system from the effects of democratic defi-
ciencies at the European polity. Thus there is in fact reason for concern that, if
the shift of political power from the democratically legitimized national
governments to the EU is not accompanied by some kind of compensation
through additional channels of supranational legitimation, democracy within
nation states will decay.

While this is clearly not the place to engage in a lengthy elaboration of the
meaning of democracy, it still seems worthwhile to highlight one aspect of
what we take to be one of its essential ingredients. A democracy is a system of
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political rule, with a basic division between rulers and ruled. There are two
characteristics of how rulers are institutionally positioned in a democracy, one
passive and one active. As to the passive mode, rulers and their activity of
ruling are subject to the scrutiny and evaluation of voters, the media, organized
interests, and so on, by whom they are held accountable. As a consequence,
democratic rulers are defined by the institutionalized possibility that they may
lose their office. Yet in order for a system of rule to qualify as a democracy,
there is also an active aspect to the practice of ruling: rulers need not only find
support; they must be willing and able, bdthlegeandde factg to transform

this support into policies, thus determining, at least to some significant extent,
the conditions and developments of the political community on behalf of
which rulers rule.

This ‘active’ characteristic of democratic rule is less often focused upon by
democratic theorists than the ‘passive’ one. To reverse this imbalance, we
might say: a democratic system of rule is one in which rulers are actually able
to ‘make a difference’in terms of the public goods and protection they provide
through the making of public policy. A system of rule in which rulers are held
perfectly accountable by the ruled yet cannot accomplish anything is as much
a caricature, or an impoverished version, of democracy as a system of rule that
is highly effective in shaping conditions and developments without being
accountable to the ruled. Moreover, the two aspects of democratic rule hang
together, as it appears unlikely that the ruled will have good reason to support
a set of rulers whose capacity for significant policy-making and problem-solv-
ing has evidently evaporated.

The ruled are powerless when the institutional resources to control rulers
are absent. But the rulers themselves can also be powerless, and thus do not
qualify according to our second criterion of what a democracy is, when they
find themselves incapable of dealing effectively with problems of providing
public goods or of protecting society from ‘public bads’. When this is the case,
the system of rule loses its policy-making capacity, and democratically consti-
tuted political power is idled. Rulers can be deprived and dispossessed of (all
or significant parts of) their policy-making capacity by, for instance, military
threats. In modern capitalist societies, however, the major cause of incapacita-
tion of rulers is of an economic nature. Markets hold would-be policy-makers
to ransom: as soon as they adopt an activist approach to the solution of social
problems through policy-making, they may be ‘punished’ by the adverse reac-
tions of economic actors, such as investors or employers, on whose activities
policy-makers depend for their tax base as well as their political support. The
present configuration of the Euro-polity and its ‘negative integration’is clearly
such that it enables economic actors to make extensive use of this mechanism
of ‘punishment’ and thus to disable the making of public policies.

It follows from this brief conceptual exploration that the democratization of
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the Euro-polity would hinge on two conditions: not just on the institutional-
ization of mechanisms by which ruling elites are made accountable and
responsive to the ruled, but also on the enhancement of the rulers’ capacity for
action, that is their capacity to withstand and constrain the exercise of
economic power if and whenever such power stands in the way of the making
and implementing of public policy. This latter condition applies to the EU
level of rule as much as it does to the policy-making capacity of the govern-
ments of member states — a capacity that has been vastly decimated at the
member state level by the process of EU integration, without being resurrected
at the EU level itself.

As to our second point, the widely shared belief is that there is a growing
imbalance between what the EU can do to European citizens and the role the
preferences of European citizens are permitted to play in the EU. To be sure,
European citizens can register their preferences in European elections. Yet the
political resources of the EP remain limited in relation to what it can do in
terms of both the selection of Commission members and the substantive
legislative proposals of the Commission. European elections reveal even more
of the malaise that is familiar from national elections, some of the symptoms
of which are low turnout, decline in voters’ party identification, and a very
widespread ignorance about what European legislation involves and what the
alternatives are. The low turnout in the EP elections is not necessarily a sign
of citizens’ indifference towards the EU but may rather be an expression of
feelings of frustration and perceived powerlessness, which at some point
might also undermine the trust in the regular working of national democratic
institutions. In addition, as a consequence of voters’ cognitive, as well as affec-
tive, distance from the issues and agendas before the EP, European elections
are perceived to be somehow less important electoral contests within member
state arenas, a misperception that is also suggested by the fact that the parties
competing for votes are the national parties, according to the electoral law
under which EP elections are held. ‘Voters in Euro-elections are simply not
offered an opportunity to choose between rival partisan elites presenting alter-
native programmes ahat level of aggregation’ (Schmitter 2000b, p. 230;
emphasis added). For what is at issue in European elections is hardly what
European leaders have done in the past or promise to do in the future. It is
rather an expression of support or disapproval aimed at national parties and
governments. To be sure, members of the main legislative body of the EU, the
Council, obtain their mandate as the result of a democratic process. But this
mandate, again, is typically both sought and won in terms of an executive role
at the national level, not a legislative role at the European level. This is almost
inevitable, since the Council’s negotiations take place behind closed doors,
typically concern policy packages and involve mechanisms such as log-rolling
and variable coalition-building that remain highly opaque to the national
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public. Rule-making within the EU is based upon ‘highly secretive and tech-
nically obscure decision-making practices’ (Schmitter 2000b, p. 227). The
result is an extremely thin kind of accountability, leading to the condition that
‘the EU adopts policies that are not supported by a majority of citizens in
many or even most member states’ (Follesdal and Hix 2005, p. 6). Moreover,
the main actors in the field of European economic and monetary policy (the
Commission, the ECJ and the ECB) remain to a large extent unaccotintable
to any representative body, pursue policies that privilege market-making
‘negative integration’, and are informed by ‘a neo-liberal regulatory frame-
work and a monetarist framework for EMU’. As a result, these policies are
consistently to the right of the policy preferences of the median European
voter. As the Commission, in its role as agenda setter and rule enforcer, is
unaccountable to both the Council and the EP, it is all the more open to pres-
sures and influences from organized interests that are present in Brussels.

If actors involuntarily suffer losses or disadvantages inflicted by other
specifiable actors (rather than anonymous market forces), and if the infliction
of such losses is not stipulated by national law (such as tax law or civil law),
then such losses require justification and, failing that, compensation. While it
doubtlessly provides for gains and opportunities, the EU routinely inflicts such
losses. First, and due to the principle of the direct effect of EU law on member
states, citizens have to comply with or are exposed to the effects of European
rules even if they have not been decided upon unanimously, but by qualified
majority decision in the Council. These can be described as political losses,
sometimes dramatized as bordering on ‘foreign rule’. Second, the EU rules
and orders which the citizens of member states have to comply with, begin-
ning with the four market freedoms, have virtually always, and in spite of the
pretension of a distributionally neutral enhancement of technical efficiency
(‘Pareto optimality”), (re)distributive side effects, which benefit some cate-
gory of economic actors and hurt others. These are equivalent to losses of
economic opportunity. Third, as EU-level actors impose constraints and condi-
tions which limit the policy-making capacity of member states in such crucial
policy areas as fiscal, monetary and competition policy, states and their demo-
cratically accountable governments suffer losses in terms of their political
autonomy — losses which can be perceived by national constituencies as plain
cases of uncompensated ‘political expropriation’. These three types of losses
can be sufficiently severe to require justification.

Standard Justifications and their Weaknesses
The two standard justifications that Europe offers its member states and citi-

zens are: (i) the backward-looking justification that member states have, after
all, voluntarily given up some of their sovereignty at the point of joining the
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Union; and (ii) the forward-looking, or functionalist, justification in terms of
‘output legitimacy’.The latter is claimed on the grounds that general obser-
vance of European constraints and universal compliance with European regu-
lations will eventually turn out to be for the better, in terms of prosperity,
equitable burden-sharing and security from negative externalities, for all sides
involved. Losses, Europeans are assured, are of a transitory nature, and corre-
sponding gains of a long-term nature. However, because of the long time that
has elapsed since the EU-6 member states originally decided to form the
Community, and because of the fact that the Union wak accomplito the

new members of EU-25 when they joined in 2004, justification (i) appears
weak. So does justification (ii) in view of the debatable question of whether
the promises and hopes for universal gains in prosperity have actually realized
or, for that matter, will be redeemed at some (indeterminate) point in the
future. It is in view of these two weaknesses that it seems desirable that, in
addition to the backward-looking and the forward-looking justification, a third
more presentist justification mechanism should be developed.

It also seems consistent to argue that the more harm and loss an institutional
actor is capable of inflicting, the more strictly it should be supervised and held
accountable. As Scharpf (2004) has pointed out, the institutional structure of
the European policy process consists of two constituent arenas. On the one
hand, we find the arena of institutional actors (Commission, ECJ, ECB), who
control highly concentrated power resources with a major impact upon
European member states and citizens; yet these actors and the ways their
resources are employed are not accountable to anybody. On the other hand,
there is the arena of the Commission in its agenda-setting role, of the Council
and of the EP; this is a set of institutions in which power is extremely
dispersed and the number of veto points is arguably greater than it is within
any national democracy. Given the highly consensual and consociational
nature of this latter arena, it seems effectively prevented from doing much
harm. Taken together, the proportionality rule stated in the first sentence of this
paragraph is stood on its head: the more power, the less accountability, and
vice versa.

As far as the second arena (Commission as agenda setter, Council, EP) is
concerned, one of the most striking differences between the domestic democ-
racies at the member state level and the EU polity is that the latter does not
have an institutionalized opposition. One might say that, lacking hierarchical
enforcement capacities and taxing powers of its own, the EU cannot afford an
opposition, as the policy process is utterly dependent upon consensus and is
extremely vulnerable to non-cooperative moves on the part of member state
governments. As a consequence, legislative outcomes emerge from bargaining
behind closed doors in the Council and are adopted under decision rules based
on either unanimity or ‘oversized majority’. In its legislative activities, the EU
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rules by elite consensus and compromise, and it cannot rule where these are
not forthcoming. This style of ruling without an opposition is what is meant by
governance — a concept whose rise to amazing popularity in academia and
beyond is itself symptomatic of the scarcity of power resources that are both
legitimate and effective. ‘Governance’ means coping with conflicts and policy
problems through negotiation, compromise, deliberation, voluntary coopera-
tion, and non-coercive (‘soft’) modes of persuasion and policy coordination.
The Commission’s White Paper on ‘European Governance’ (European
Commission 2001) urges the ‘use of non-legislative instruments’, ‘co-regula-
tory mechanisms’ such as the ‘open method of coordination’, ‘involving civil
society’ and strengthening a ‘culture of consultation and dialogue’. ‘Good’
governance can thus be described as an activity that tries to create and main-
tain order in a complex world of highly interdependent elements with a blurred
line between state and non-state (that is, economic and ‘civil society’) as well
as national and supranational actors, and with multiple veto points and a
severe scarcity of sovereign power resources. In this world, the activity of
‘ruling’ loses much of its vertical dimension of bindingness and ‘giving
orders’; it transforms itself into horizontal acts of winning support through
partnership and a highly inclusive participation of all pluralist collective actors
to the extent that they muster any capacities at all for vetoing or obstructing
policy results or for contributing to desired outcomes.

Both of these institutional subsets, however, share the feature of deficient
accountability. They lack what we have termed ‘presentist’ legitimacy. In spite
of the normative appeal of some of the catchwords (such as ‘openness’,
‘participation’, ‘accountability’) employed in the document on European
governance, we must note that the type of governance the document outlines
is an elite-sponsored executive strategy to win support and cooperation in a
supranational context. This strategy is driven by the necessities of scarce polit-
ical resources rather than by normative principles, and it is advertised, with an
evident technocratic ambition, as ‘good’ governance rather than normatively
‘right’ governance, which would be based upon and answerable to the prefer-
ences of European citizens. The legislative process is all-inclusive and non-
partisan rather than based upon a set of (essentially contested) political values
and programmatic priorities. The European style of governance is strongly
non-adversarial and consociational, often slow, erratic and opaque as to who
is responsible for which policy, its conceivable alternatives and the outcome
of its implementation. Lacking an opposition and, as a consequence, an ongo-
ing contest between governing and opposition forces, European governance at
the elite level and beyond is deprived of the creative ‘learning pressure’ that
democratic political competition can instil.

Instead of a political opposition, it is individual countries or groups of
countries that are perceived to act as contestants in European policy debates
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within the Council. But member states and coalitions of member states are not
equivalent to an opposition proper. Citizens have no choice between being,
say, Spanish or Irish, while they do have a choice between supporting, say,
social democratic or market-liberal policy proposals, provided such a choice
were offered to them. The absence of an equivalent to an opposition (or a
counter-elite to the governing elite, preparing for taking office after the next
elections) has, we argue, three implications, all of which are relevant for issues
of legitimacy:

First, a regime of European governance that has no opposition does not
allow for institutionalized dissent. It thus tends to leave dissenters with the
only option of populist, nationalist, xenophobic and protectionist anti-EU
mobilization. Such of fundamental opposition movements, located partly on
the political left but mostly on the right, have been gaining momentum in
virtually all member states and even have achieved a not insignificant minor-
ity of seats in the EP itself. The elite consensus reached in the Council and the
Commission remains vulnerable, and increasingly so, to what Beetham and
Lord (1998, p. 14) refer to as ‘direct popular counter-mobilization’.

Second, the highly consensual and opaque style of legislation within the
Council, as well as the uncontested agenda-setting role of the Commission,
leave most European citizens in a state of semi-illiteracy concerning European
matters and issues. As Follesdal and Hix (2005, p. 13-17) convincingly argue,
the lack of knowledge and interest that citizens show in these affairs and
policy issues does not have to be genuine, but may well be an artefact of the
lack of public debate and controversy at the elite level. Voters form and, as it
were, ‘discover’ their preferences endogenously in the policy process itself,
that is by following the contest between alternative policy packages and polit-
ical programmes. Both the lack of such contests and the technical complexity
of many of the issues make it exceedingly difficult for citizens to gain and
apply what citizenship requires, namely an ‘adequate understanding’ (Dahl) of
issues, agendas and their own ‘rightly understood’ interests and preferences.
Perceiving very well that European legislation is in some way consequential
for them and their interests and values, but at the same time being deprived of
the wholesome ‘learning opportunity’ that comes with the public debates on
democratic politics and the contest of clearly distinguishable parties and
programmes, citizens observe the EU policy process with a sense of apathetic
fatalism and sceptical non-involvement.

Third, the legitimacy of the domestic democratic policy process itself is
bound to suffer if the citizens of member states perceive that elected national
governments are embarrassed by having to submit to ‘Brussels-based’ policy
decisions which contradict the expressed preferences and evident interests of
the member state government and its constituency. These citizens have reason
to feel politically dispossessed if national legislatures are being by-Bémssed
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the Council and the EP as institutions authorizing laws that apply to the
national citizenry. Inversely, and to mitigate voters’ frustration with this incon-
sistency, member state governments have strong incentives to delay and
obstruct unpopular Council decisions whenever national elections are forth-
coming and the governing parties must fear losses due to the impact of EU
policies upon critical parts of the national electorate.

We conclude from this discussion, to repeat, that stronger and more
‘presentist’ forms of legitimating EU-level decisions and policies are called
for — not just for the sake of building European democracy, but equally to
preserve the credibility of democratic arrangements within member states.
Technocratic, or what Beetham and Lord call ‘performance-based’, justifica-
tions are no longer good enough. For one thing, and as the ‘European
Employment Strategy’ (as adopted by the Lisbon European Council in 2000
and significantly watered down in its ambitions by the Brussels European
Council of 2005) serves to demonstrate, indicators of actual performance are
not as compelling as they would have to be if the burden of justification of EU
policies were to be borne by them alone. For another, there is no such thing as
exclusively ‘technical’ policy-making that follows a ‘one best way’ charted by
experts or, for that matter, the ECB. Any presumably expert decision has
(re)distributive effects and can be politically challenged in terms of their fair-
ness and appropriateness. Moreover, virtually all students of the politics of
European integration agree that the ‘permissive consensus’that used to gener-
ate passive and detached acceptance of EU decisions is wearing thin with the
European citizenry, and that the EU has turned from a generator into a net
consumer of generalized support.

Another reason that leads us to conclude that a more robust procedural
framework of legitimation is needed derives from the dual fact that: (i) the
redistributive impact of European policies is making itself felt ever more
acutely by citizens (an example being the Commission’s abortive Services
Directive), and (ii) the tolerance for redistributive effects appears to decline
with enlargement. For as long as there is a sense of shared identity, solidarity
and familiarity with ‘our neighbours’ (say, within the EU-6), we do not object
to them profiting from some redistributive effects. It is an entirely different
matter if beneficiaries can be framed as ‘those other people’ or ‘those poor
newcomers’ who gain (major, permanent and perhaps even seemingly ‘unde-
served’) advantages ‘at our expense’.

A final reason that adds to the urgency of legitimation issues is the fact that
the EU is a moving object that is still in motion, and will remain in motion for
the foreseeable future, continuing to be involved in a dynamic process of
maturation, evolution and further expansion. These dynamics concern both the
(mutually conflicting) objectives of territorial expansion (‘widening’) and of
the (re)allocation of policy competences within the Union (‘deepening’). We
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further conclude that if legitimation of EU policies can neither derive from
unquestioning trust in the technical correctness of expert decisions (aptly
described as ‘Pareto authoritarianism’ by Follesdal and Hix) nor develop
from the reliance on sentiments of widely shared sympathy, identity and soli-
darity with our fellow European neighbours, and if neither the chain of justi-
fication of domestic member state democracy that extends from national
elections to the Council and the Commission is strong enough nor opposition-
free consociationalist European governance is an adequate answer, then there
is ample reason to explore additional options for the legitimation of European
rule.

DEMOCRATIC LEGITIMACY IN THE ABSENCE OF A
DEMOS?

Legitimation is a set of procedural norms from the application of which legit-
imacy emerges. Legitimacy must first of all be distinguished from ‘accep-
tance’, as one is the opposite of the other. The latter terms comprises
favourable habitual attitudes, opinions, calculations of interests, and senti-
ments which, taken together, condition the empirical agreement of parts of a
population with political decisions and regimes. Legitimacy, in contrast, is the
effect of the compliance of actors with ‘pre-established norms’ (Schmitter
2001, p. 2) that generate the ‘rational’ motivation (which is open to argument
and insight) of all members of a political community, the demos, to comply
with acts of political rule, even if these acts (laws, executive and court deci-
sions) are in conflict with the habits, opinions, sentiments and interests of
those who still comply. These pre-established norms generate motivational
force because they are believed to be intrinsically and demonstrably just and
valid. They stipulate the (limited) right of rulers to rule and the (equally
limited) obligation of the ruled to obey.

The source of validity of the constitutive norms can vary widely: it can be
divine revelation, national tradition, the universally shared belief in the excep-
tional qualities of a (‘charismatic’) leader, or the belief that these norms, in
addition to being intrinsically valid, will also have desirable consequences
(such as domestic and international peace). As far as the EU and its member
states are concerned, this source of validity cannot be anything other than
democratic in nature, meaning, at a minimum, the equal political rights of citi-
zens, the free exercise of these rights under a regime of civil liberties, and
procedures that hold rulers accountable for what they do while ruling. These
rights and obligations are always thought to be embedded in a constituted
political community whose members, due to the longitudinal stability of a
shared past and a hoped-for shared future, encounter each other with greater
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expectations of trust, reciprocity and solidarity than the expectations they have
of people who do not belong to that constituted community or demos.

The problem, however, is that the European political community for which
both the right of rulers to rule and the obligation of non-rulers to obey must
be designed is different from the demos as we know it from consolidated
national democracies. The notion of a national demos, because it invokes a
shared past and the commonality of a common future fate, provides a power-
ful and pervasive reminder of the collectivity in whose collective interest rule
must be conducted and in whose favour (namely that of ‘our’ fellow citizens
and, as such, the democratic co-authors of the law) compliance is called for
(from all fellow citizens) There is clearly no equivalent of the national
demos at the transnational European level. Moreover, there is hardly a
prospect of the national populations of current and future EU member states
undergoing a fusion that will make them into a demos. Even if the Treaty on
the Constitution of Europe (TCE) had been adopted, the capacity of such a
unifying document to integrate its subject-citizens into something remotely
resembling a demos would remain in doubt (Grimm 206043. a rule of
thumb, a durable and solidly self-recognizing political community — that is, a
demos — is created by constitutional design only under two rather exceptional
context conditions: either a historical rupture associated with a liberating
revolutionary experience (France, the USA) or a similarly deep discontinuity
after historical defeat and breakdown, with widely shared resolve to make a
new beginning (France, Germany, ltaly after World War 11). As neither of
these conditions applies to today’s Europe, the energies of passion that are
released by the shared awareness of a dark past of dictatorical rule or a shin-
ing future of liberty are not generally available to drive the process of
European integration. Such passions may play a limited role in the Central
East European states that after 1989 escaped from the supranational regime of
authoritarian state socialism. Yet in spite of all the rhetoric of ‘returning to
Europe’, what these countries are eager to return to is the condition of their
own nationhood, with joining the EU being largely perceived as a tribute to
economic expediency, not to political aspiration.

If anything, the process of European integration, the substance of which has
largely been ‘negative’ integration into the Single Market, has tended to
release considerable centrifugal in addition to integrative energies. While the
proverbial saying that ‘good fences make good neighbours’, if applied to
European state borders, has been at best of limited truth in the history of the
twentieth century, the opposite does make some sense in the recent experience
of the Single Market: the absence of ‘fences’ may create tensions between
neighbours. While the small North West European economies (lreland,
Denmark, Benelux) as well as the Baltic countries have every reason to appre-
ciate the added opportunities that market integration has offered them, such is
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not necessarily the case with the large continental economies of France, Italy
and, in particular, Germany (with its persistent burden of integrating the new
Landerand its liability of a still basically Bismarckian social security system).

In this latter group of countries, and given the new mobility in the context of
vastly diverging labour costs, there are increasingly vocal groups of ‘integra-
tion losers’ (which come by country, by region, by sector of industry, by trade,
by occupation, by size of enterprise) who relate to their more fortunate foreign
neighbours with a sense of economic fear, intense rivalry, resentment, distrust
and jealousy. These sentiments are bound to lead to demands for better protec-
tion and more lenient constraints for ‘us’ and fewer European subsidies for
‘them’. It also leads to the spread of the strategic pattern of the ‘competition
state’ that is constantly searching for ways to make conditions more attractive
to foreign and domestic investors by lowering taxes and the costs of employ-
ing labour relative to conditions that prevail in neighbouring countries.

The tensions that are generated by the Single Market do not just affect inte-
gration at the international (that is, European) level; they also impact on
national integration and the cohesion of national societies and economies.
Political parties and movements within the wealthier regions of member states
(in the South West of Germany, the North and East of Spain, the North of Italy,
the North of Belgium and elsewhere) have obvious interest-related reasons to
turn to their national governments, as well as to their regional constituencies,
with pleas backed by powerful regional interests to relieve them from the
burdens of interregional fiscal redistribution within their nation states, so that
they can compete more effectively within an environment of denationalized
markets.

Both European political elites and academic Europeanists have for a long
time been aware of Europe’s Achilles’ heel of lacking a demos that is remotely
equivalent in its internal coherence and its compliance-generating potential to
the various national demoi. Numerous efforts have been made by European
elites to alleviate this perceived defect, to build and promote through symbols
the awareness of a European identity, and to stimulate the public’s imagination
of a Europe-wide political community. Eight types of approaches to strength-
ening an all-European sense of identity, belonging and common interest will
be briefly mentioned here.

First, many EU documents and legal texts try to provide assurances that
thinking of oneself as a ‘European’ need not interfere with, let alone overrule,
narrower identities of a national or regional kind, as Europe is supposed to be
committed to the recognition of cultural (linguistic, religious, ethnic, histori-
cal) diversity and legitimate pluralism.

Second, there are philosophical and educational initiatives that probe into
the common heritage of traditions and values that may potentially overarch
diversity. These include Greek antiquity, Christianity and Judaism, the
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Enlightenment, and the lessons from the disasters of totalitarianisms and inter-
national warfare which marked Europe’s ‘short twentieth century’. These
references, together with the visionary assertion that European states and
peoples aspire ‘to build a common future’ (TCE I-1) and the reference to the
distinctiveness of European values and visions, may help establish an affective
dimension for European identification.

Third, a common European cultural space has been created to bridge cogni-
tive distances between European citizens. It includes well-funded programmes
for transnational scientific collaboration and student exchange programmes,
including the emergence of a European scene in the ‘high’ as well as popular
arts, entertainment and sports.

Fourth, there are the major economic programmes of structural, regional,
agricultural and cohesion subsidies designed to boost the competitiveness of
member states and regions and to facilitate the process of their upward harmo-
nization.

Fifth, there is the legal framework of secondary European law with its
emphasis on creating a Europe-wide ‘level playing field’ of fair competition,
through the protection of labour, consumers, and the environment that is made
binding on all producers or employers. For the euro zone, the EMU is the main
framework of denationalized monetary policy. Sixth, there is the promise of
prosperity through integration. The Treaty of Rome already lists among the
fundamental objectives of the European Community the constant improvement
of the living and working conditions of the European peoples. Seventh, there is
a dimension of integration that is abstractly referred to as ‘the European social
model’ (ESM), comprising the combined objectives of prosperity, dialogue and
inclusion in matters of social policy. The latter, however, remains firmly under
the control of member states and has increasingly become a factor in member
states’ strategies to bolster national competitiveness. Eigthth and finally, we
come to the TCE, whose intended ratification by 2006 looks highly unlikely in
mid-2005. As commented upon above, the TCE's integrative potential is
limited, and its content undertakes to ‘Europeanize’ democratic principles and
values, rather than creating new rights beyond what is presently constitutional
law within member states. It would serve, inter alia, to specify and expand the
stipulations of the Maastricht Treaty on the European Union (TEU Art. 17-22)
concerning the rights attached to the status of European citizenship.

Let us briefly turn to an assessment of the empirical outcome of these vari-
ous initiatives to integrate the populations of member states into something
that approximates an equivalent of a European citizenry or demos. In doing so,
we use the summary and analysis of Eurobarometer surveys provided by
Nissen (2004). When EU-15 citizens are asked whether or not they think EU
membership of their country is a ‘good thing’, the answers are roughly 50 per
cent ‘Yes'and 50 per cent ‘No’ for 2003. This is the same distribution that was
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found in 1983, while in the early nineties it was 70 per cent ‘Yes’ against 30
per cent ‘No’. Support for and identification with the EU can be either of an
affective or of an instrumental (or functional) kind. The latter is based on an
assessment of the perceived costs and benefits of membership whereas the
former values EU membership as part of one’s own identity. As far as the
‘sense of European identity’ is concerned, one robust finding stands out: iden-
tification becomes stronger with the duration of membership, with the EU-6
countries leading the field. However, as far as utilitarian motivations
(‘membership is advantageous for the country’) are concerned, it is equally
evident that much depends upon whether one’s country is a net recipient of EU
funds or a net contributor to them. All the major net contributors (Germany,
Austria, Sweden, the UK) are to be found at the lower end of the scale of util-
itarian supporters (close to or in the cases of Sweden and the UK, substantially
below 40 per cent), whereas all the ‘cohesion countries’ (Greece, Ireland,
Portugal, Spain), with the substantial net benefits they are enjoying, turn out
to be utility enthusiasts with positive answers of above 60 per cent.

The policy implications of these findings are rather clear, as stated by
Nissen (2004, p. 29). First, the sustained efforts of the EU to cultivate a sense
of European identity by cultural, symbolic and educational strategies have not
been significantly successful. Countries still differ according to their identifi-
cation with Europe, and the variable that explains these differences is duration
of membership, or habituation. Obviously European elites cannot administer
identity any more than anyone else. Second, utilitarian support for the EU is
fluctuating and is largely contingent on the perceived distributional impact of
EU policies and finances. As a rule of thumb, the EU has to buy support
through its allocation of costs and benefits, rather than being able to rely on
robustly entrenched normative orientations. What holds European citizens
together is the systemic integration of interests, interdependence and
exchange, and much less so — and in markedly asymmetrical ways — the social
integration of shared norms, identities and solidarities (Delhey 2004a). This
imbalance of the two kinds of integration is widely expected to increase in the
aftermath of the transition from EU-15 to EU-25.

What makes the incomplete and unsystematic list of the integration
approaches and initiatives so far undertaken in the EU interesting is what is
not included in it. First, Europe does not have a foreign policy capacity, the
ambitious proclamations of a ‘Common Foreign and Security Policy’ and the
debates on a ‘European security identity’ notwithstanding. As the war in
Kosovo of 1999 and the other post-Yugoslav conflicts have amply demon-
strated, Europe has neither the military resources nor the resolve to conduct an
autonomous and coherent foreign and security campaign of its own. The EU
is often, in our view, wrongly credited (cf. Beetham and Lord 1998, p. 102)
with being an institutionalized guarantor of international peace between its
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member states. That peace is guaranteed in Europe is surely no small accom-
plishment, but it is an accomplishment not of the EU, but of NATO (under its
US leadership), to which the majority of member states belong. Also, a lacuna
in the security capacities of the EU is its failure to address open or latent sepa-
ratist civil wars within member states (Northern Ireland and the Basque coun-
try respectively), as these are left to the exclusive authority of the latter. Any
attempt by the EU leadership to unify Europe by the conduct of an
autonomous foreign policy would immediately backfire by deepening the
divide between the ‘old European’ West of the continent and much of the ‘new
European’ East that was so effectively invoked by the US administration on
the eve of the American attack on Iraq.

Second, Europe does not have a consistent and reasonably promising policy
on employment and social security, in spite of the increasing ESM rhetoric and
the European Employment Strategy (EES) inaugurated at the Luxembourg
(1997) and Lisbon (2000) summits. While these problems are themselves
partly caused by the competitive conditions of the single market and negative
integration, the EU largely leaves it, in the name of ‘subsidiarity’, to member
state governments to cope with unemployment and social security finance.
The policy choices for dealing with these problems in effective ways,
however, are severely constrained by the monetary and fiscal regime govern-
ing the euro zone. To be sure, a rich variety of innovative and promising policy
proposals for coming to terms with ever more pressing problems of poverty,
exclusion and marginalization (proposals such as basic income schemes
designed to raise all European citizens beyond the poverty line by entitling
them to an unconditional and tax-financed minimum income, or Schmitter’s
proposal for a ‘Euro-stipendium’ (2000a, pp. 44—-46)) have been advocated.
Yet it is in the nature of open economies that member states that adopt such
policy innovations unilaterally will immediately find themselves in the
‘sucker’ position, that is of an actor who provides uncompensated advantages
to others. Meanwhile the political costs of forming a policy consensus across
all or a significant number of member states appear prohibitive. If the EES, to
date hardly a success story, can be taken as an indicator, it signals the growing
awareness of European policy elites that issues of employment, social security
and poverty will either be resolved at the supranational European level — and
by policies of ‘positive integration’ that would have to trump or bypass exist-
ing ‘subsidiarity’ reservations — or they will not be resolved at all.

EUROPE — UN OBJET POLITIQUE NON-IDENTIFIE

What can these and similar efforts to integrate European societies transnation-
ally and to create some approximate equivalent to the demos within the nation
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state conceivably result in? The answer cannot possibly be that the European
Union will assimilate itself to the familiar pattern of the European nation state
— which, as we have argued before, is the necessary precondition for political
democracy and the legitimacy that flows from it. We know that the EU is a
‘non-state and non-nation’ (Abromeit 1998; Schmitter 2000a). This negative
classification does not tell us what kind of legitimation is both appropriate and
feasible for this fabulous entity which Jacques Delors allegedly once galled
objet politique non-identifiéln fact, its combination of territorial and func-
tional elements is puzzling and defies unequivocal classification. As an ‘ever
closer union among the peoples of Europe’that develops ‘a single institutional
framework which shall ensure the consistency and the continuity’ of its activ-
ities and that has established the status of citizenship for the nationals of its
member states, the EU is equipped with some of the basic features of a terri-
torially defined polity. At the same time, the EU is hardly more than a bundle
of partial regimes with varying participants, such as the internal market
pursuant to Articles 3, 14 and 95 TEC, the currency union pursuant to Articles
105ff., or the common defence policy of those EU member states which are
also members of the WEU (Article 17 paragraph 2 TEU).

One of the most creative attempts at a classification of the institutional
particularities of the EU so far is Philippe Schmitter's distinction between
stato/federatip confederatio condominioand consortio (1992, 1996). These
types represent different combinations of territorial and functional dimensions
of political entities. Theondominiois the one which comes closest to the EU
in that it combines the same variants of functions and of territorial units. If we
try to translate Schmitter’s typology into the conceptual framework and the
terminology of state and constitutional theory, sketo/federatias the federal
state Bundesstagt the confederatiois a confederation Staatenbuny
arguably theconsortiocan be understood as a pattern of intensified intergov-
ernmental cooperation (like the EU's common defence and security policy),
and acondominiois an entity which unites elements of a federal state
(Bundesstaatand of a confederatiorS{aatenbundwithout strictly conform-
ing to either of them. According to the conventional legal distinction, federal
states are based upon a constitution and have a direct legal relationship to the
citizens of the federal units (states, cantons, provirigasjel. In contrast,
confederations come into being through the conclusion of international treaties,
and a legal relationship exists only between the federal entity and its member
states and does not extend to the citizens of the latters. The EU combines both
of these elements: it is based upon a multilateral international treaty (which
does not lose this character even if its most recent version [29 October 2004] is
to serve as a ‘Constitutional Treaty’ after its hoped-for ratification in all of the
25 member states by November 2006). At the same time, because of the prin-
ciple of direct effect as well as the institutionuofion citizenship,here is also
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a direct legal relationship between the EU and the citizens of the member
states. To underline the hybrid nature of this political entity, the German
Federal Constitutional Court has invented the untranslatable German term
Staatenverbund

Unfortunately, the new term does not necessarily help us to understand the
genuinely political character of the EU, nor does it provide us with a new
concept. Without a minimal degree of conceptual clarity about the EU, the
criteria by which we can determine the requirements for the legitimation of
this polity and its policies remain vague at best. In what follows we suggest an
understanding of the EU as a political entity for which a wide variety of names
would fit, ranging from union, federal union or confederacy through confed-
eration, community and system of states to perpetual leggueylique féder-
ative and Bund (Forsyth 1981, p. 1). Whatever the appropriate term, what
constitutes the particular character of the EU is its origination in a treaty which
not only creates a distinct political entity — the union orBhad— but which
at the same time transforms the political status of the parties to this treaty, the
member states. In the following we will elaborate on this.

There are three basic forms of relationship between sovereign states,
namely hegemony, balance of power, and those composite entities the poten-
tial terms for which we just mentioned and which we prefer to call union or,
in German,Bund (Forsyth 1981, p.204). Unions originate from treaties
between sovereign states. In order to understand their particular character it is
helpful to distinguish between three general classes of contracts. When actors
have complementary interests and enter into a voluntary legal relationship
under which they exchange valued items (goods, services, ideas and so on)
this legal bond is what we call an exchange contract. When actors have iden-
tical interests and enter into a voluntary legal relationship, the contract which
they conclude is what we call a purposive contraeteckvertray Finally
there is a third kind of contract which is intended to transform, confirm or
nullify the status of at least one of the parties (one dramatic example being the
German Unity Contract, which stipulated that at the moment it became effec-
tive one of the two contracting parties, the GDR, would cease to exist). The
marriage contract between two people is typical of what some authors call a
status contract (Greber 2000, p. 175). For those familiar with Henry Sumner
Maine's famous statement in his ‘Ancient Law’ that ‘the movement of the
progressive societies has hitherto been a movefrentStatus to Contract
(Maine 1986 [1864], p. 165, [emphasis in original]), the notion of a ‘status
contract’ must appear oxymoronic. In fact, an act by which the existential
conditions of a person are changed is normally not an act of the same charac-
ter as a contract affecting a thing which he or she can forfeit or contribute. A
status contract differs from the two other types of contract in that it is an exis-
tential contract in which a person with a particular identity enters into a new
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legal relationship with another person or persons, for the purpose of changing
this identity in a new way. The ensuing union does not absorb the partners; but
it mutually obliges them in an ongoing relationship that is basically intended
to be indefinite. Note that this kind of contract is often the legal confirmation
of a pre-legal relationship, such as the relationship of love in the case of a
marriage contract. Such a pre-legal relationship consists in a relationship of
trust between the partners and requires diffuse mutual duties of loyalty and the
shared expectation of irreversibility.

The EU as a ‘Republican Empire’

Status contracts are also concluded between $titesielevant category for
our discussion being treaties that constitute a unionBoing) between them.
A union is different from a mere alliance between independent states that pool
certain resources but retain their independence and identity. What is required
for the creation of a union is the readiness of the parties to the status treaty to
enter into mutual ties of solidarity. Tocqueville, analysing the conditions of
durable confederations, emphasized ‘a uniformity of interests’ and the ‘same
stage of civilization, which almost always renders a union feasible’
(Tocqueville 1835 [1990], ch. VIII, pp. 169f.). Similarly, John Stuart Mill
claimed that federal unions between foreigners are workable only if, among
other requirements, there is ‘a sufficient amount of mutual sympathy among
the populations’ (Mill 1991 [1861], ch. XVII, p. 320). Others have referred to
this requirement as that of homogeneity (Schmitt 1965 [1928], pp. 375ff.;
Forsyth 1981, pp. 116, 207). But such similarity does not necessarily lead
states to enter into a union. Similarity is not even sufficient to hold an existing
union together. The dissolution of the union of Norway and Sweden in 1905 is
a striking example, the dissociation of Libya and Egypt in the seventies of the
past century another one. Even more unlikely is the formation of a union
between foreign nations. But it is precisely this that is constitutive of the EU.
We do not deny that the majority of the European nations which are members
of the EU share a cultural heritage (as based upon the cultural tradition of
Greek and Roman antiquity, the Christian-Jewish religious sources of their
culture, and the ideas of the Enlightenment). However, there are strong empir-
ical indications that their populations perceive themselves mutually as foreign-
ers, because they do not speak the same language, have different national
histories and myths, have developed different concepts for understanding their
political identity and, last but not least, harbour strong national prejudices,
sometimes even resentments, against each other.

It is against this historical background of perceived mutual foreignness that
the peculiarity of the EU must be assessed. Having been established for the
purpose of ‘an ever closer union among the peoples of Europe’ (Article 1 para
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2 TEU), the European Union is the first — by definition voluntary — federation
in the history of mankind that recognizes the dissimilarity of its constituent
parties. The EU is a political body which is committed to respecting the
distinctive national identities of its member states and citizens, yet at the same
time subjects them in many significant areas to the jurisdiction of a common
government. In the history of political formations, most cases in which distinct
peoples have been subsumed under a common regime are those in which inte-
gration is accomplished through the hegemonic prevalence of an imperial
centre and the coercive power originating from that centre.

Due to their coercive mode of integration, empires can extend themselves,
depending upon the military resources at their disposal, over huge geographi-
cal areas. By doing so, they come to incorporate an increasing humber and
variety of peoples, tribes and nationalities. In contrast, and up to the end of the
eighteenth century, republics — polities based upon the voluntary participation
and the active involvement of their citizens in common affairs — had existed
only at the local level of relatively small city states, and their citizenries were
usually highly homogeneous in terms of their origin, language, religion and
culture. Both the Federalists and Tocqueville observed that the federal system
of the USA had overcome the small-scale character of the traditional republic
and, for the first time in history, established a republic that resembled an
empire in its spatial extension. This became possible because what
Tocqueville speculated upon in his prophetic last two pages of the first volume
of Democracy in America did come to pass:

A time will come when one hundred fifty millions of men will be living in North
America, equal in condition, the progeny of one race, owing their origin to the same
cause, preserving the same civilization, the same language, the same religion, the
same habits, the same manners, . . . imbued with the same opinions. (1961 [1835],
p. 521)

The first spatially extended republic in history was built upon, as
Tocqueville foresaw (and considered the indispensable precondition for a
durable federation), the ethnic, linguistic and cultural uniformity, or at least
similarity, of citizens. If anything, this melting-pot vision of a homogeneous
empire-sized republic is being trumped today by the EU polity, in that the
latter has not only achieved the territorial expansion of an empire, but also
allows for and consistently encourages the maintenance of national and
regional diversity. The massive presence of entrenched, ineradicable, sub-
territorially based and legally recognized diversities makes up the most signif-
icant difference between the EU of the twenty-first century and the USA of the
eighteenth and nineteenth centuries. Even though the ‘melting pot’ of US soci-
ety has turned into a proverbial ‘mosaic’ in the twentieth century, the latter
refers to individual and group differences, not territorially entrenched and
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localized oned.The European Union is the first spatially extended union of a
great number of highly distinctive peoples that is governed as a republican
regime. It reconciles the main attribute of an empire — multinationality — with
an essential quality of a republic, political freedom, the latter resulting from
the voluntary character of the former. To put it oxymoronically: the EU is a
republican empire.

Legitimacy in a ‘Republican Empire’ with Redistributive Policies

But that oxymoron makes the question of legitimacy even more puzzling.
What is conceivably the normative basis of rule (and as such the equivalent to
either the force of imperial coercion or the bond of Tocquevillean ‘similarity’)
that might keep the Union together? Can the absence of coercion quasi-auto-
matically produce feelings of ‘mutual sympathy among the populations’ which
Mill claimed is an indispensable condition of durable federations, or is the
voluntary decision to join the federation in itself a sufficient warranty for its
durability? Is it the republican form of government — political freedom —
which is strong enough to bind a union of foreigners together, as suggested by
Habermas’ vision of a rise of supranational ‘constitutional patriotism’?

Note that there is a European tradition for dealing with a situation in which
groups are alien to or even have hostile feelings towards each other.
Europeans have found a way of coping with their mutual distinctiveness
within the relatively narrow and densely populated geographical boundaries
of the European continent. Here we refer, of course, to the principle of toler-
ation, which developed in Europe during the second half of the seventeenth
century as a first step towards religious peace. After the disasters that plagued
the first half of the twentieth century and as a consequence thereof, national-
ist collective feelings of grudge and hatred have largely faded away, although
national stereotypes, prejudices and a certain degree of distrust between the
populations of the EU member states clearly remain. Still, this has not
prevented the EU from becoming a closer union of European peoples, if
perhaps only in terms of its system of governance. This is aptly grasped in
Joseph Weiler’s statement:

In political terms, this Principle of Tolerance finds a remarkable expression in the
political organization of the Community which defies the normal premise of consti-
tutionalism. . . . A majority demanding obedience from a minority which does not
regard itself as belonging to the same people is usually regarded as subjugation . . .
And yet, in the Community, we subject the European peoples to constitutional disci-
pline even though the European polity is composed of distinct peoples. It is a
remarkable instance of civic tolerance to accept to be bound by precepts articulated
not by ‘my people’ but by a community composed of distinct political communities:

a people, if you wish, of others. (2001, pp. 67f.)
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The — admittedly sometimes disgruntled — acceptance of EU policies of
gender equality and anti-discrimination, which impose severe constraints upon
some member states and their political cultures, shows that the idea of consti-
tutional tolerance is a real European phenomenon and not the offspring of
constitutional idealism. We should not overlook the fact that tolerance is not
an inherently democratic argument for legitimizing public policies (cf. Forst
2003); in the political history of Europe it evolved as a pre-democratic dispo-
sition of the absolutist state towards religious diversity. Modern democracies,
under the impact of a ‘politics of difference’, have become increasingly
responsive to their citizens’ demand for recognition of their identity and
respectful coexistence of their mutual otherness. Thus the respect for ‘other-
ness’ has become an inherent element of the democratic cultures of (most of
the) current EU member states and can be extended relatively easily across
national boundaries, which in many respects have lost their exclusionary func-
tion. Although there is always some danger of backlash, the values of tolera-
tion and respectful coexistence seem to be firmly rooted in contemporary
European political culture. In that sense, Europe can be described as a politi-
cal community of ethnic, religious, linguistic, historical and other communi-
ties (Kraus 2005).

What interests us here is the fact that this achievement is not primarily one
that can be attributed to the regime quality of liberal democracy. Apart from
the value of toleration being older than democracy, the latter, at least in its
majoritarian variants, does not inherently foster toleration. Liberal democracy,
on the other hand, has always been advocated and defended in terms of histor-
ical projects that were related to other emancipatory values, namely individual
freedom vs. authoritarianism, national unity and self-determination vs.
princely prerogatives and imperial rule, social progress vs. the rule of capital,
or international peace vs. belligerent dictatorship. In terms of these and simi-
lar oppositions, there has always been in the history of democratic thought and
practice a compellingly plausible answer to the question: What is democracy
good for? This plausibility, we submit, has to some extent faded away in
Europe, partly because its opposites (imperial rule, authoritarianism, the
denial of national self-determination) have disappeared from the scene, and
partly also because we see that large and persistent problems of social justice
defy the democratic method of rule, as the ubiquitous and, it would seem,
democratically irremediable crisis and decline of welfare states indicate.
Democracy is being separated from the social project, the national project and
(after the demise of state socialism) the anti-totalitarian project as well. Also
the verb ‘to democratize’ has lost some of its normative appeal as it has turned
from a reflexive verb (‘doing something to yourself’) into a transitive verb
(‘doing something to others’), meaning that foreign states and their popula-
tions are made, in the name of their ‘democratization’, objects of wars, such
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as in the current American war in Iraq. Others have argued that democracy is
essentially a domestic national regime form that loses much of its appeal and
potential under the prevailing conditions of globalization and denationaliza-
tion (Zirn 1995; Leibfried and Zirn 2005).

Thus, in response to the question raised in the sub-title of the present essay,
democracy does not appear to be the answer to many, and arguably the most
pressing, of our contemporary problems. For the basic notion inherent in any
concept of democracy is a ‘vertical’ one: we, the people, want to make sure
that our rulers ‘up there’ do the right thing (the social democratic version) or
at least make sure that they do not do the wrong thing (that is, interfere with
our liberty — the ever more popular libertarian version); and for this we need
the political resources afforded by democratic institutions. We are certainly far
from a situation in which these two versions of the failure of rule have become
irrelevant, and democratic antidotes obsolete. But there are other categories of
problems which are, so to speak, outside the reach of national forms and scales
of democracy.

What is the nature of these other problems? We think that they are located
in a horizontal dimension and thus do not affect the relation between the ruled
and their rulers, but instead involve border-crossing relations between the
ruled plus the rulers ‘here’ and ‘there’. While constitutional toleration is a
norm that encourages difference-bridging and coexistence-enhancing prac-
tices ‘here’, what is called for in border-crossing relations is solidarity, perhaps
best defined as an attitude of practical non-indifference towards the needs and
rights of others who do not belong to ‘our’ national citizenry. While national
citizenship has been defined as the ‘right to have rights’, solidarity within the
‘republican empire’ of the EU can only mean the denationalization of rights.
While democracy, as we have demonstrated, is inevitably tied to the demos of
a nation state, solidarity as the endowment of others with rights and claims is
an achievement that supranational agencies specialize in and derive their legit-
imacy from. To the extent that the EU (as a special case of a supranational
agency) is able to free rights, including social and economic rights, from their
national containers and make them available to all Union citizens, it gains
access to the same kind of legitimacy.

Border-transcending solidarity based upon the recognition of the rights of
others is no doubt a demanding and risky policy. Its proponents must have
institutional means at their disposal with which they can condition the will-
ingness of Union citizens to share not just ‘respect’ but also resources with
others, who are foreigners. It is one thing to recognize ‘the other’ as an equal,
but it is much harder to share with him or her parts of one’s income. For
instance, a Belgian steel worker must be prepared to accept income losses in
favour of, say, a Greek olive grower and the EU must be able to control polit-
ical resources that induce him to do so. Democratizing Europe after the model
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of the nation state will not increase but undermine the capacity of the Euro-
polity to allocate rights and claims in a ‘nation-blind’ manner. Even the most
robust national democracy (or, rather, precisely the most robust national
democracy) does not help here, as it will function as an obstacle to, rather than
a promoter of, such an institutionalized form of solidarity.

So far European citizens have been called upon to believe that negative
integration through market creation will trigger an ongoing positive-sum game
of Pareto optimality. As many Europeans, including entire European countries
and regions, are still awaiting the onset of this game, an equivalent effect can
be achieved through the carefully designed endowment of all Europeans with
social and economic rights. After the most recent enlargement by the ten
predominantly post-communist countries of Eastern and Central Europe, the
number of recipients of EU subsidies has considerably increased; hence the
sacrifices required by the populations of the relatively wealthy few net
contributors to EU funds may become so painful that their national govern-
ments are likely to limit their share, lest they fall victim to anti-European
popular movements. Thus constitutional tolerance is a necessary but in all
likelihood insufficient condition of the domestic legitimation of transnational
redistributive EU policies. The EU, in order to gain legitimacy through a
‘nation-blind’ and rights-based policy of solidarity among all Europeans needs
to acquire the political resources that emancipate it from the transnational
repercussions of national democracy.

Embryonic structural and institutional elements are visible within the
present set-up of the EU which hold out some hope for the project of a soli-
darity-based type of legitimacy. As Karl W. Deutsch pointed out a generation
ago, there are constellations among political units which may be conducive
to transnational solidarity, namely mutual interdependence and mutual
responsiveness (1970, pp. 34ff.; cf. Delhey 2004b). In both cases, political
units interact: in the former case due to a particular division of labour, in the
latter as a consequence of the capacity to ‘perceive one another’s sensitive
spots or “vital interests”, and to make prompt and adequate responses to
each other’s critical needs’ (Deutsch 1970, p. 37). Mutual responsiveness is
largely experienced through transactions, that is, the exchange of informa-
tion, ideas, capital, goods, services and people. According to Deutsch, not
only states but also individuals and populations can be integrated through
transactions and this also applies to the European Community (1972, pp.
133ff., 185ff.). While transactions do not necessarily create solidarity and
the willingness to share one’s income with one’s partners, a high volume and
frequency of economic, cultural or political transactions may have ‘an
assimilatory impact upon people’ (Delhey 2004b, p.12) and eventually
create trust among them. Whether this causality has materialized already
within the EU is far from clear, though. It is a matter of further empirical
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research to explore the correlation of these data with the transactions among
the populations of the member states.

There are also embryonic institutional patterns that might be able to
develop into a culture of ‘mutual responsiveness’ (Deutsch), both among the
citizens and member states. These would have to cultivate the capacity for
role-taking and self-distantiation, both based upon the demanding insight that
‘your’ interests and values are as strange to me as inversely ‘my’ interests and
values are to you, while there is no standard by which one trumps the other.
We will conclude with a brief discussion of the nature and potential of Union
citizenship.

If the citizens of the Union, rather than member states, can advance to the
status of a constituent factor of the Union, this may be a step towards a kind
of democracy without a demos. This seemingly oxymoronic phenomenon
would mean that people who do not form one particular body of associates on
the basis of their (national and other) similarities, but rather share the charac-
teristic of being alien to each other, are still able to make collectively binding
decisions. We consider the formation of a post-national collective agency as
the core problem of European democracy.

While the component elements of the EU are: (i) member states, and (ii)
citizens, under the present rules there is no corporate body which represents
the ‘citizenry of the Union’ per se. The European Parliament is the repre-
sentative body of the peoples of the member states, is, national subcol-
lectivities of European citizens. However, the right of the citizens of the
member states to stand as candidates in elections to the European Parliament
and in municipal elections in their state of residence under the same condi-
tions as nationals of that state is indicative of the fact that the voters in the
member states do not have be represented by their fellow nationals; non-
nationals, too, may run and win in national elections to the EP. In other
words, democratic representation in the European Parliament and in the
municipalities of the member states has already marginally overcome the
‘nationality principle’ and tends to allow for the representation of diversity.

A French citizen who has been elected to the EP on a German party list
represents neither German nor French citizens; his status is explicitly
detached from his national origin as the necessary condition of his taking the
role of a representative. What he represents, in a way, is the multinational
character of the Union, and citizens voting for him or her would thereby
express their commitment to the trans- or supranational character of
European politics. On the other hand, and for the time being, the dominant
interpretation (and reality) is of course that nationals of member states, not
European citizens, are represented in the EP.

However, an increased significance of the nationally ‘de-coloured’ EU
citizen might be implied by the TCE coming into effect. It envisages that the
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citizens of the Union ‘are directly represented at Union level in the European
Parliament? The qualification ‘directly’ suggests that they are so far only
indirectly represented through their affiliation to a member state. So far, the
national coding of representation stands in the way of the formation and
strengthening of forces that can act independently of national affiliation. The
unique trait of the notion of Union citizenship is the dissociation of national-
ity and citizenship. This status connects people who are strangers by conven-
tional legal, political and cultural standards to an abstract and overarching
community of citizens. The recognition of the ‘foreigner’ as a fellow citizen,
and the solidarity out of which ‘foreign’ representational needs are catered to,
is clearly a fundamental challenge to the Europeans’ entrenched tradition of
regarding only co-nationals as fellow citizens.

It is this embryonic form of non-nation-based citizenship which suggests an
entirely new construction of the ‘we’ in the field of political action. This
construction would only be a further step in the long and multifaceted history
of the idea of citizenshif. Might Union citizenship define a new political
identity, a new ‘we’which is able to shape the fates of people in a new manner?

To conclude, the problem of European democracy is not that there is no
European demos. The demos presupposes the fusion of the many into one
body whose coercive character requires homogeneity of the rulers and the
ruled in order to legitimize the necessity of obedience. This is not the political
vision of the European Union. The vision is, rather, the idea of solidarity
grounded in the mutual recognition of otherness. This vision, it appears to us,
derives its legitimacy from being appropriate to a world where people have
become neighbours and still remain strangers to each other. This genuine polit-
ical and institutional innovation is the contribution of Europe to the problems
of our world at the beginning of the twenty-first century.

NOTES

1. Pursuant to Article 201 TEC, however, the European Parliament can introduce a motion of
censure on the activities of the Commission. If it is carried by a two-thirds majority of the
votes cast, representing a majority of the Members of the European Parliament, the
Commission has to resign as a body. The same rule is stipulated in Articles 1-26 paragraph
8 and [11-340 of the ‘Treaty Establishing a Constitution for Europe’ (TCE), signed in Rome
on 29 October 2004 and due to enter into force by 1 November 2006, provided that all signa-
tory states have ratified the treaty by then (Article 1V-447). Given the fact that the EP is not
organized along the government—opposition divide, this high quorum for the motion of
censure can hardly be fulfilled. In fact, no motion of censure against the Commission has
ever been successful. Even the Santer Commission, which resigned on 15 March 1999 after
an investigation into allegations of corruption, had easily survived a vote of no confidence
on 17 December 1998.

2. In this respect a major change is envisaged by the TCE in that the national parliaments will
be empowered to enter into the political arena of the EU and to play an important role there.
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Protocol No. 1 to the TCE (which will be no less binding than the Treaty itself after ratifi-
cation) recognizes the significance of national parliaments for the particular constitutional
organization and practice of each member state and encourages their greater involvement in
the activities of the EU. For instance, parliaments are entitled to be provided with more thor-
ough information from the Commission. All relevant documents and draft legislative acts of
the EU are therefore to be forwarded to them, and they may send to the President of the
European Parliament, the Council and the Commission reasoned opinions on whether a draft
legislative act complies with the principle of subsidiarity laid down in Article I-11 para 3
TCE. Second, pursuant to Protocol No. 2 they are involved in the supervision of the appli-
cation of the principles of subsidiarity and proportionality (the latter being laid down in
Article I-11 para 4). Any draft legislative act must contain a detailed statement as to its
implications for the principles of subsidiarity and proportionality. If the aforementioned
reasoned opinions are put forward by one-third of the national parliaments, that act must be
reviewed. Moreover, each national parliament has the right to appeal to the European Court
of Justice on grounds of infringement of the principle of subsidiarity. These rules, although
purely procedural, force the Commission to take the political particularities and problems of
member states into account and to respect the need of their parliaments and governments to
legitimize their policies. Admittedly, this falls short of the stimulating proposal of uniting the
national parliaments of Europe and assigning them an active role as a European political
actor suggests (Grozinger 2003).

In order to become, say, a legitimate member of parliament in the nation state X, a person
must not only win a mandate on the basis of fair, clean and contested elections, but must also
hold the national citizenship of X. How could it be otherwise? The virtual self-evidence of
this norm shows how deeply legitimation is rooted in the notion of demos and demotic iden-
tity. This demotic principle applies also to the members of the EP, who are elected by the
citizens of their country of citizenship, and whose number of seats corresponds (in some-
what modified ways) to the size of population of their country of citizenship.

Although, admittedly, it does not even aspire to this goal.

This conceptual ambiguity was already captured by Toqueville when he anticipated a polity
(actually, quite similar to the EU) which would be a ‘form of society . .. in which several
states are fused into one with regard to certain common interests, although they remain
distinct, or only confederate, with regard to all other concerns. In this case the central power
acts directly upon the governed .. ., but in a more limited circle’. Short of using the sui
generis formula, he adds that ‘the new word which ought to express this novel thing does
not yet exist’ (Tocqueville 1835 [1990], pp. 158f.).

The status treaty is a well-known institution of public international law. Such a treaty is
present if ‘a group of Great powers, or a large number of States ... assume a power to
create by a multipartite treaty some new international régime or status, which soon
acquires a degree of acceptance and durability extending beyond the limits of the actual
contracting parties, and giving it an objective existence’ (Int. Court of Justice, Reports of
Judgments, Advisory Opinions and Orders, Int. Status of South-West Africa, Separate
Opinion of Judge McNair, pp. 146-163 [153f.]; see also Dahm 1958, pp. 23ff.; Klein
1980).

It is not by accident that the Afro-Americans as ‘beings of an inferior order’ (as the Supreme
Court decreed in the Dred Scott case of 1857) were legally excluded from the polity until
the 14th Amendment (1867) and socially until the Supreme Court’s decision in Brown v.
Board of Education (1954).

Articles 189, 190 TEC [Treaty of Nice]; pursuant to Article 1-20 TCE, the EP shall be
composed of representatives of the Union’s citizens. Since the number of seats is appor-
tioned according to the population size of the member states, the representatives remain
essentially representatives of their peoples.

Article |-46 para 2.

Cf. Riesenberg (1992)
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8. The neo-functionalists were (almost)
right: politicization and European
integration

Liesbet Hooghe and Gary Marks

In a recent paper, Philippe Schmitter laments that ‘no theory of regional inte-
gration has been as misunderstood, caricatured, pilloried, proven wrong and
rejected as often as neo-functionalism’ (2002, p. 1). And he goes on to expli-
cate, embrace and elaborate neo-functionalism in his inimitable way.

Almost 50 years of neo-functionalism have taught us a thing or two about
regional integration. Neo-functionalism identifies basic building blocks for
any valid theory of the subject and, more generally, for any valid theory of
jurisdictional architecture.

Neo-functionalism argues that regional integration is shaped by its func-
tional consequences — the Pareto gains accruing to integration — but that func-
tional needs alone cannot explain integration. Regional integration gives rise
to potent political tensions. It shakes up relative capabilities, creates new
inequalities, and transforms preferences. Above all, it leads to politicization, a
general term for the process by which the political conflicts unleashed by inte-
gration come back to shape it. Neo-functionalists recognize that a decisive
limitation of functionalism is that it does not engage the political conse-
quences of its own potential success. What happens when the ‘objects’ of
regional integration — citizens and political parties — wake up and became its
arbiters?

In this chapter, we begin by taking a close look at how neo-functionalism
and its precursor, functionalism, conceive the politics of regional integration.
Then we turn to the evidence of the past two decades and ask how politiciza-
tion has shaped the level, scope and character of European integration.

FUNCTIONALITY AND POLITICS

Neo-functionalism’s point of departure is that functional efficiency is the
engine of regional integration. The functional premise remains a vital one in

205
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regional integration theory. It grounds Sandholtz’ and Stone Sweet’s transac-
tionalist theory of supranational governance (1998; Stone Sweet, Sandholtz
and Fligstein 2001), Pollack’s application of principal-agent theory to the
European Union (2003), and Moravcsik’s liberal institutionalist account of EU
treaty making (1998).

Functionalism identifies a rational basis for political choice. Welfare gains
or losses — Mitrany’s ‘common index of need’ (1966, p. 159) — determine
whether a particular policy will, or will not, be selected. Neo-functionalists
counter that functional pressures are necessary, but not sufficient, to change
the scope, level or character of regional integration. They conceptualize three
intervening processeBunctional spilloveroccurs when an original integra-
tive goal can be assured only by integration in a functionally related area.
Externalizationdescribes the pressure on the members of a regional regime to
adopt a single, and therefore integrative, policy towards third parties. And,
most importantlypoliticization describes a process by which regional inte-
gration becomes contested among a widening circle of political actors
(Schmitter 1969).

This stands in stark contrast to functional theory. Functionalism assumes
the ‘inevitability of socio-economic gradualism and the supremacy of welfare
and technology over power politics’ (Pentland 1975, p. 9). Functional needs
are presumed to have self-evident consequences for the scope, level and char-
acter of regional organization. As integration bears fruit, so experts and bene-
ficiaries learn that integration can effectively be extended to other practical,
non-controversial needs. But there is a certain automaticity to the process.
Hard political choices, political mobilization and, above all, conflict are irrel-
evant or harmful. David Mitrany argued that successful integration requires
consensus about practical goals and abstinence from power politics. As
Caporaso points out,

Functionalists . . . believe in the possibility of defining certain nonpolitical aspects
of human needs, nonpolitical in the sense that there is a high level of consensus
concerning them. Such areas are labeled ‘technical’ or ‘welfare-oriented’ . .. The
end result would be a community in which interest and activity are congruent and
in which politics is replaced by problem-solving. (1972, p. 27)

Politicization is the point at which functionalists and neo-functionalists part
company. For Ernst Haas, Leon Lindberg and the early Philippe Schmitter,
politics is not a drag on regional integration, but an essential ingredient. Haas’
Uniting of Europe: political, social and economic forces, 1950-19a7tudy
of political calculation — of ‘nationally constituted groups with specific inter-
ests and aims, willing and able to adjust their aspirations by turning to supra-
national means when this course appears profitable’ (1958, p. xiv). Schmitter
argues that, ‘alone, functional interdependence based on high rates of mutual
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transactions is impotent. It must be perceived, interpreted, and translated into
expressions of interest, strategies of influence, and viable decision making
styles’ (1969, p. 164). Functionality — the Pareto gains accruing from integra-
tion — is the engine, but politicization is the drive shaft — a decisive interven-
ing variable — determining whether, when and how functional pressures lead
to regional integration.

At its core, politicization refers to the increasing contentiousness of deci-
sion making. According to Schmitter,

[ploliticization . . . refers initially to a process whereh)ythe controversialityof

joint decision making goes up. This in turn is likely to lead)ta widening of the
audience or clientelaterested and active in integration. Somewhere along the line
¢) a manifest redefinition of mutual objectivedl probably occur. ... It ...
involves some collective recognition that the original objectives have been attained
... and that the new ones involving an upward shift in either scope or level of
commitment are operative. Ultimately, one could hypothesize that . . . there will be
d) a shift in actor expectations and loyaltward the new regional center. (1969,

p. 166 [original emphasis; alphabetization added])

The early neo-functionalists were sanguine that politicization would raise
the level and extend the scope of regional integration. A federal polity, or
something like it, would result. Haas described the European Economic
Community in 1958 as a ‘new centre, whose institutions possess or demand
jurisdiction over the pre-existing ones’ (1958, p. 16). He argued that ‘even
though supranationality in practice has developed into a hybrid in which
neither the federal nor the intergovernmental tendency has clearly triumphed,
these relationships have sufficed to create expectations and shape attitudes
which will undoubtedly work themselves out in the direction of more integra-
tion’ (1958, pp. 526527 [our emphasis]).

But as early as 1969, Schmitter was at pains to assume no automaticity,
fixed sequence or unidirectionality (1969, 1970). Reflecting on the original
research programme three decades later, he stresses that neo-functionalists had
too rosy a view of the transformation of governance, and notes that ‘any
comprehensive theory of integration should potentially be a theory of disinte-
gration’ (2002, p. 2).

So regional integration can contract as well as expand. Haas, Lindberg and
others began also to doubt their initial prediction of a single end point, a
European federation, and conceived of several possible outcomes. In a
provocative piece initially written just after the Maastricht negotiations,
Schmitter (1996) conceptualized non-state scenarios characterized by growing
dissociation between territorial constituencies and functional competencies
(see also 2000, p. 15). Ironically, given their differences, neo-functionalists
and functionalists converge in their speculations about the jurisdictional archi-
tecture of integration. Mitrany was a passionate opponent of federalism, which
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he felt was rigid (1948, reprinted in 1966). Schmitter is sceptical of federal
schemes for Europe,

.. . because, in the immediate future, the Europolity is likely to retain the status of

a ‘nonstate and nonnation’ — it would be inappropriate and even counterproductive
to define its citizens, representatives, and rulers in the usual manner for a large-
scale, socially heterogeneous, advanced capitalist nation-state, that is, in the manner
of a federal polity. (2000, p. 15)

The most extreme non-state scenario conceptualized by Schnuittede-
minio (1996) — shares some basic features with David Mitrany’s functional
vision. The European polity has no fixed centre, but is a network of jurisdic-
tions with variable membership, variable decision rules and of variable dura-
bility, depending on need and acceptability. These features, we will argue, are
strengthened by politicization.

THE STRUCTURE OF POLITICAL CONFLICT

Neo-functionalism kicked off a 30-year research programme analysing politi-
cization in the European Union (Lindberg and Scheingold 1970). One neo-
functionalist prediction has come to pass: European integration has become
more controversial, as Schmitter foresaw. What few predicted is that the sign
would be negative.

Support for European integration among the public has not risen, and in
some countries has declined, since the early 1990s (Eichenberg and Dalton
1993, 2003; Franklin, McLaren and Marsh 1994). Elites were always likely to
be more favourably oriented to integration than the public as a whole; a fact
that has become politically combustible as European integration has instigated
27 national referenda in 19 member and candidate countries since the
Maastricht Accord (1991).In short, Leon Lindberg'permissive consensus
has been transformed into something approximating to its opposite, a
constraining dissensu®Ilsen 2004; Hix 1999; Hooghe and Marks 1999; van
der Eijk and Franklin 1996; Marks and Steenbergen 2004; Niedermayer and
Sinnott 1995).

At the same time, the interested audience has widened, again as predicted
by neo-functionalists. The mobilization of interest groups, social movements,
unions, firms and subnational governments at the European level has gener-
ated a broad stream of research substantiating the neo-functionalist expecta-
tion that, ‘Once a regional integration scheme is established, it may serve as
the stimulus for private groups to create . .. regional organizations to reflect
and protect their common interests’ (Nye 1970, p. 205; Imig and Tarrow
2001; Marks, Haesly, and Mbaye 2002; Marks and McAdam 1996; Mazey
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and Richardson 2001; Streeck and Schmitter 1991; Wessels 2004). The issues
arising from European integration reach deeply into political parties and into
the public itself.

Even in the early days, neo-functionalists were alert to the fact that domes-
tic conflict about European integration could stretch beyond sectoral or busi-
ness associations. Ernst Haas stressed that sectoral associations leant heavily
on their national governments where their particular economic interests were
concerned — a line of analysis that was later taken up by intergovernmentalists
— but he was also keenly aware that political parties were decisive both for the
creation of a coherent Euro-polity and because, in Europe, government is party
government. InThe Uniting of Europ€1958) Haas begins by describing in
detail the positioning of political parties in the major party families, and moves
on to national trade associations, trade unions and national governments.

The difference now is that decision making on big issues has shifted away
from producers. The positioning of political parties and of citizens has, since
the Maastricht Accord, grown in relative importance while that of sectoral
associations has declined.

How, then, does conflict over European integration connect to the dimen-
sions that structure public opinion and competition among political parties?
The first of these dimensions is an economic left/right dimension concerned
with economic redistribution, welfare and government regulation of the econ-
omy. Contestation on this dimension has predominated in most Western
nations in the post-war period (Bartolini and Mair 1990; Lipset and Rokkan
1967), and is diagnosed as the main dimension in Central and Eastern Europe
(Evans and Whitefield 1993; Kitschelt et al. 1999). A second, non-economic
or cultural, new politics dimension has gained strength since the 1970s in
Europe — in the East as well as in the West (Evans and Whitefield 1993;
Flanagan 1987; Franklin 1992; Inglehart 1977; Kitschelt 1995). In some soci-
eties this dimension is oriented to environmental protection; in others, it
captures conflict over traditional values rooted in a secular/religious divide; in
others still, it is pitched around immigration and defence of the national
community. We therefore describe the poles of this dimension using compos-
ite terms: Green/Alternative/Libertarian (oGal and Traditionalist/
Authoritarian/Nationalist (ofan) (Hooghe, Marks, Wilson 2002).

Left/Right

When EU issues have distributional economic effects within societies — as is
the case for social policy, employment policy and, above all, for policies that
reduce the transaction costs of international economic exchange — the posi-
tions that political parties take can be predicted from their left/right location
(Table 8.1).
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Table 8.1 Left/right positioning and position on economic EU policies
(correlations)

Internal Market 0.34
Employment -0.53
Cohesion -0.25
General position 0.04

Note Data from the Chapel Hill 2002 party expert dataset, tapping 238 country experts to eval-
uate the ideological and EU policy locations of 98 political parties in the West (EU-15 minus
Luxembourg). Experts locate parties on a scale from 1 (strongly opposed) to 7 (strongly favour-
ing). Parties weighted by vote percentage in the most recent national election.

Internal Market: ‘Consider internal market liberalization. Some parties want to strengthen EU
powers in the internal market and competition policy. Other parties are reluctant to support
stronger EU powers for internal market liberalization.’

Employment: ‘Consider EU employment policy. Some political parties want the EU to strengthen
its common employment policy; they view EU employment policy as a means toward reducing
unemployment. Other parties argue against a common employment policy.’

Cohesion: ‘Consider EU cohesion or regional policy. This policy transfers resources to the poor-
est regions in the EU, and is the second item on the EU budget. Some political parties wish to
maintain or expand the EU’s cohesion policy, whereas others wish to reduce or eliminate it.’
General Position: ‘How would you describe the general position on European integration that the
party’s leadership has taken over the course of 2002?’

To return to the level/scope distinction, distributional politics directly
engages thecope but not thelevel of integration. Should the EU spend
money to reduce unemployment, aid poorer regions or promote social cohe-
sion? The debate is abofar whom, from whom, andhow much it is not
intrinsically aboutby whom. Hix (1999), Pollack (2000) and others have
pointed out that left/right speaks to supranationalism with many voices. The
logic, as in the USA, is one of ‘regime shopping’. When liberals were ascen-
dant at the federal level of the USA, conservatives found themselves
convinced of the virtue of states’ rights. Now that conservatives are ascendant,
it is the liberals’ turn. What matters is the structure of political opportunity as
it exists in a particular time and place.

In the context of the EU, the economiight is satisfied with the combina-
tion of market integration and nationally segmented political authority. Market
integration involves the creation of a single market, a transnational goal that
demands limited supranational authority. Neo-liberals support European insti-
tutions, and the European Court of Justice in particular, to achieve ‘negative’
integration (Scharpf 1996). But it would be self-defeating for neo-liberals to
extend the scope of integration in ways that would diminish regulatory compe-
tition.

Those on the economieft wish to create redistributive capacity at the
European level, but they do not want to constrain redistribution and other
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social democratic policies at the national level. Left parties were the chief
concern of early integrators, including Jean Monnet, who realized that such
parties might resist functional economic integration on distributional grounds.
Monnet made every effort to persuade socialist party and trade union leaders
that European integration deserved their support. By the late 1950s, Ernst
Haas identified a ‘sinistration’ of support for a federal Europe (1958, p. xiv).
But the debate on European integration was still raging among French and
British socialists in the early 1980s. Most socialists eventually came to the
conclusion that, if exit was impossible, they should try to extend the scope of
integration to include the distributional policies that were in Jacques Delors’
vision.

We detected this in the mid-1990s (Hooghe and Marks 1996, 1999), but in
the meantime the left's enthusiasm for the Delors project of regulated capital-
ism has cooled. Although European political economies are more welfare-
oriented and redistributive than the US, they vary in ways that make
convergence on a single European model the least likely of future scenarios.
Institutional variation across the EU sharply constrains the feasible scope of
continent-wide regulation. Step-by-step integration — the (neo-)functional
recipe — is inhibited by country-specific institutional complementarities
among institutions responsible for economic governance (Crouch and Streeck
1997; Streeck 1996; Hall and Soskice 20DM)oreover, institutional differ-
ences exist within, as well as among, countries that are said to have a particu-
lar type of governance. Denmark, for example, finances its welfare state
primarily through income taxation, while Sweden relies to a much greater
extent on social security contributions, a contrast that would complicate inte-
gration of these social democratic welfare regimes (Scharpf 1999).

Moreover, social democrats have become acutely aware that redistribution
is constrained by cultural diversity (Offe 2000). The relationship can be
hypothesized as a ‘law’ of culturally constrained redistribution: the more
culturally diverse a polity, the smaller the scope for redistribution. At one end
of the scale are encompassing global organizations, including the UN, the
World Bank and the WTO, which redistribute at most a tiny fraction of global
GDP. At the other extreme are relatively homogenous national polities, which
redistribute up to about one-third of the national product. While the EU is
more culturally coherent than most other international regimes, it is consider-
ably more diverse that the most diverse federal states. No other international
or transnational regime redistributes anything like the 0.8 per cent of GDP that
the EU devotes to agricultural and cohesion funding. Because a shared sense
of community is lacking in Europe, it is difficult for social democrats to
campaign for more.

Given that neither the left nor the right has managed to achieve durable
political hegemony at the continental level, and given high decisional barriers
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for institutional innovation, the struggle over economic redistribution has not
done much to deepen integratifthe main thrust of integration has been
functional, not redistributive. The scope and level of regional integration in
Europe has been constrained by the area of agreement between centre left and
centre right on the collective benefits of internal peace and transnational
economic exchange. European integration has largely followed the prescrip-
tions of classical federalism: (a) centralize those areas of public policy where
economies of scale are present; (b) internalize positive and negative external-
ities by encompassing in the relevant jurisdiction all those affected by the
policy; (c) otherwise, decentralize.

Does this mean that left/right conflict has no bearing on European integra-
tion? Not quite. Functionalism is opaque. What does ‘affected by the policy’
mean? Was slavery in the South an externality for those in the North of the
United States? Does the denial of equal pay for women, or of political rights
for immigrants, in one part of the Union ‘affect’ citizens in another part? This
invites a debate about the implications of cohesion in a political community, a
debate that is fundamental to the left/right divide. The front line of redistribu-
tive conflict in the EU is in the application of European-wide regulation in
areas such as social policy and environmental policy (Caporaso 2000; Falkner
1998; Leibfried and Pierson 1995; Sbragia 1996).

So the conclusion to this section is double-edged. Distributional conflict
has not driven regional integration forward. But social regulation (with distri-
butional consequences) is an ineluctable tension in regional integration.
Functionalism cannot arbitrate conflict over the allocation of authority in a
multi-level polity. The struggle between left and right over social regulation
leads to unstable and contested outcomes about the scope of policy, in which
the level of policy-making — the degree of supranationalism — is a by-product
reflecting which side happens to have authority at which level.

Identity

Functionalists and neo-functionalists alike stressed the constraining effects of
national identity on integration.

We are favored by the need and the habit of material cooperation; we are hampered
by the general clinging to political segregation. How to reconcile these two trends,
both of them natural and both of them active, is the main problem for political
invention at this juncture of history. (Mitrany 1948 [1966], p. 151)

But functionalists and neo-functionalists believed that national identity
would ultimately give way to a more encompassing loyalty. According to
Mitrany, national identity is just one, and not the most important, kind of iden-
tity: ‘Each of us is in fact a bundle of functional loyalties; so that to build a
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world community upon such a conception is merely to extend and consolidate
it also between national societies and groups’ (1965 [1966], p. 204). In one of
the first analyses of public opinion on European integration, Ronald Inglehart

predicted that a shift of loyalties was a matter of generational replacement.
Younger cohorts, he argued, were being socialized in societies where nation-
alism was discredited and where supranational institutions were providing an
expanding range of collective goods (Inglehart 1970, pp. 182—-190).

Recent research arrives at a different verdict: national identity remains a
supremely powerful constraint on preferences concerning the level of
European integration (Carey 2002; Hooghe and Marks 2005; McLaren 2002;
Hermann, Brewer and Risse 2004). This is true both for political parties and
for the general public.

As noted above, national identity connects to the second dimension of conflict
across Western societies, which we describe as a Green/Alternative/Libertarian
(or Gal) versus Traditionalist/Authoritarian/Nationalist {ar) dimension.

The position of a political party on th@al/Tan dimension powerfully
predicts its position on European issues that engagkevhkof integration.

So, as Table 8.2 reveals, party locatiorGal/Tanis strongly associated with

Table 8.2 Gal/Tan positioning and position on institutional EU policies
(correlations)

West East
EP Powers -0.50 -0.57
Enlargement -0.38 -0.71
General position -0.30 -0.65

Note Data from the 2002 Chapel Hill party expert dataset, tapping 238 country experts to eval-
uate the ideological and EU policy locations of 98 political parties in the West (EU-15 minus
Luxembourg) and 73 in the East (EU-12 minus Cyprus, Estonia and Malta). Experts locate parties
on a scale from 1 (strongly opposed) to 7 (strongly favouring). Parties weighted by vote percent-
age in most recent national election.

EP Powers: ‘Take the position of the party leadership on the powers of the European Parliament.
Some parties want more powers for the European Parliament. Other parties argue there is no need
to expand the powers of the European Parliament further.’

Enlargement (West): ‘Consider enlargement to Central and Eastern European countries. Some
parties believe that the new countries should have exactly the same rights and duties as existing
members. Others believe there should be separate rules for them (for example, on agricultural
policy, cohesion policy, internal market, movement of people, currency).’

Enlargement (East): ‘Consider EU enlargement to the candidate countries of post-communist
Europe. Some parties strongly support major domestic reforms to qualify for EU membership as
soon as possible. Other parties oppose major domestic reforms to qualify for EU membership as
soon as possible.’

General Position: ‘How would you describe the general position on European integration that the
party’s leadership has taken over the course of 20027’
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positioning on European integration in general and on the powers of the
European Parliament. The association is anchored on the right side of this
dimension by parties with a strontan leaning — for example the Front
National, Vlaams Blok/Belang, Austrian Freiheitliche Partei and Danske
Folkspartiet. This is a relatively new phenomenon. In 1984, the first year for
which we have reliable data on party positioning, the main source of opposition
to European integration came from social democratic parties. Not until the mid-
1990s was the largest reservoir of opposition on the radical right (Hooghe,
Marks and Wilson 2002; Taggart 1998). Such parties oppose integration
because it undermines national sovereignty. They link European integration to
other perceived threats to the national community: foreign cultural influences,
cosmopolitan elites, international agencies and, above all, immigrants.

National identity also mobilizes Euro-scepticism in conservative parties
with a national character — as in Britain, France, Ireland and Spain.
Conservative parties in these countries combine defence of the national
community with support for market solutions. European integration puts these
in tension, fuelling conflict between market liberals, who are willing to water
down national sovereignty in the cause of market competition, and nation-
oriented traditionalists, who are not. The result is internal party dissension that
in some cases — the British Conservatives and the French Gaullists — has
threatened to tear these parties apart.

By the mid-1990s, the political mobilization of national identity led to the
‘dextrification’ of opposition to European integration. Enlargement to Central
and Eastern Europe has reinforced, not weakened, this. The strongest opposi-
tion to European integration in Central and Eastern, as in Western Europe, is
found among parties that espouse traditionalist, nation-centred ideologies
(Marks et al. 2006).

National identity also constrains public opinion on European integration,
but in a double-edged way. On the one hand, national identity and European
identity reinforce each other. In his dissertation on the topic, Richard Haesly
(2001) finds a positive, rather than negative, association between being Welsh
or Scottish and being European. European allegiance can fruitfully be
conceived as embedded in national allegiance (van Kersbergen 2000).

But it is also true that many opponents of European integration see them-
selves as defending their nations against control from Brussels. Diéz Medrano
(2003) details how national histories condition the consequences of national
identity for support for European integration: English Euro-scepticism is
rooted in Britain's special history of empire; West German pro-Europeanism
reflects Second World War guilt; the Spanish tend to support European inte-
gration as a proxy for modernization and democratization (see also Strath and
Triandafyllidou 2003).

National identities are formed early in life, as Inglehart recognized in his
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1970 piece. Children as young as six or seven know full well whether they are
English, German or Swedish. But the impact of identity on political attitudes
is neither automatic nor uniform. The connection between a person’s identity
and her attitude toward European integration is constructed in political debate,
and that construction is cued by national political parties, national elites
and national media. Where the political elite is more or less united on Europe,
national identity and European integration tend to coexist; where it is
divided, national identity feeds Euro-scepticism (Hooghe and Marks 2004).

Neo-functionalists recognized that regional integration had to be under-
stood as a broadly based political process that engaged a variety of domestic
actors, not just national governments. They believed politicization would
deepen European integration. But did neo-functionalists get the sigrfright?

If one were to extrapolate the experience of contestation over redistribution
and identity described above, one would be compelled to answer ‘no’.
Politicization appears to be — at least at this point in history — neither positive
nor open-ended with respect to regional integration. If recent research is valid,
politicization is powerfully shaped by nationalist reaction to perceived loss of
community and national sovereignty.

In retrospect, it seems unexceptional that a quantum shift in authority —
which is, after all, what sixty years of European integration adds up to — should
jolt nationally embedded emotions. A student of modern European history
might heed a simple warning: ‘Never underestimate nationalism.” Group
attachments can be extraordinarily powerful, and few more so than attach-
ments to territorially defined communities. The mobilization of exclusive
national identity in defence of national sovereignty is a predictable reaction to
Europeanization.

Neo-functionalists and functionalists feared as much, and they urged a
course of incremental steps that would lead Europe around, not through,
national identity. This was the guiding principle of the Monnet method, a neo-
functionalist strategy prior to the theory (Duchéne 1994). Mitrany believed
that the creation of multiple functional regimes would defuse nationalist reac-
tion. It was better that authority seep away from national states in several
directions, rather than towards a single new centre.

One neo-functionalist caveat is in order here. We have witnessed the politi-
cization of identity in the EU in the absence of the most powerful force that
has shaped it historically: external conflict. Neo-functionalists argue that
externalization — solidarity induced by conflict with a foreign power — can be
a powerful source of integration. Could this shape European integration?
There is no prospect (at present) that the European Union could engage in the
kind of war-making that consolidated national identities and states in Europe
(Tilly 1990), but the current push for a common foreign and security policy at
the European level appears to be a reaction to sustained US unilateralism.
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POLITICIZATION AND THE FORM OF MULTI-LEVEL
GOVERNANCE

The politicization of integration, and in particular the mobilization of national
identity, has constrained European political architecture. The functional logic
of regional integration is as strong as it ever was, but the institutional strat-
egy is changing. Instead of seeing an ever more extensive set of policies
bundled in a coherent European federal polity — a common set of policies for
a given territory — we seem to have witnessed a growing dissociation between
territory and function. The result is a system of multi-level governance which
takes on the characteristics otansortiomodified by growing reliance on
condominio

Practising neo-functionalists, including Jean Monnet, conceived their chal-
lenge to be the building of Europe in the absence of Europeans. They believed
that Europeans could be created indirectly, as citizens felt the policy effects of
regional integration and transferred their loyalties accordingly. Regional inte-
gration was to be built piecemeal, in the confident expectation that the emer-
gent polity would be considered legitimate. The strategy was to shift an ever
wider set of competencies from national states to Europe. Each act of integra-
tion was justified in its own terms, but the effect was to transform European
political architecture in a federal direction. This strategy survived Charles de
Gaulle in the 1960s and Margaret Thatcher in the 1980s. These leaders
rejected supranationalism, but accepted the logic of piecemeal integration
where justified on efficiency grounds.

From a functionalist standpoint, a federal Estatowould be a king with
no functional clothes — as Mitrany wrote in a blistering critique of Walter
Hallstein’s federal plans (Mitrany 1965). A European federation was a politi-
cal goal cherished by post-war elites who had to contend with the absence of
Europeans. In more recent times, reformers have also had to confront populist
nationalism. No major policy area has escaped Europeanization to some
degree, but domestic support for European supranationalism is as weak as it
has ever been. Enlargement to Central and Eastern Europe appears to have
hardened rather than softened the edge of national opposition, as one might
expect in countries that have been denied independence for so long (Taggart
and Sczerbiak 2004). At the extreme, minorities in several EU member states
appear willing to sacrifice functional benefits of cooperation on the altar of
national sovereignty. While their numbers are proportionately low, they
threaten to take political advantage of the gap that exists in every EU society
between Europhile elites and a more sceptical public. The nationalist right
punches above its weight in referenda on European issues. It is ironic that the
most important innovation in democratic practice arising from European inte-
gration has become its greatest obstacle.
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How can one reap the collective gains of transnational cooperation without
running foul of national identity? This is the challenge for elites seeking to
safeguard the functional benefits of cooperation (Hooghe 2003). Their answer
appears consistent with the following principtes:

e Focus on policy problems for which decision making can convey trans-
parent benefits to stakeholders.

e Separate policy problems into discrete chunks. Minimize policy exter-
nalities; maximize decomposability.

< hilor decision rules to the particular task at hand.

« D the extent that pareto-optimal solutions involve redistribution, pick
problems where side-payments are feasible.

What kind of polity would emerge if cooperation on certain functions was
desirable, but member states tailored it to the problem rather than to existing
European institutions? Independent European agencies for, among other
things, aviation, drug addiction, the environment, food safety, maritime safety,
medical product evaluation, satellites, training, work safety and health, and
vocational training are examples. And what if certain forms of integration
were considered efficient for some member states, but not for others? This
question was raised sharply on monetary union and for social policy, and the
institutional solution has been to allow individual member states to derogate,
that is opt out, if they so wish.

Schmitter, who saw more clearly than any of his contemporaries the
storm gathering over Maastricht, speculated about the form that regional
integration might be taking. ‘What if either the functional or the territorial
domains (and even more if both) were not congruent with the same author-
ity?’ (1996, p. 132). Schmitter diagnosed three alternatives to a federal
state. Aconfederatiois a loose arrangement in which territorial units may
enter or exit at will, but where functional competencies are rigorously fixed
in order to protect members from encroachment by central authorities. In a
consortioa fixed number of national authorities cooperate on a variety of
functional tasks through specific, flexible, and overlapping institutional
arrangements. And finally ‘the most unprecedented, even unimaginable,
outcome of all’ (p. 136) is theondominig whereboth territorial units and
functional tasks vary to create multiple specialized, flexible, and overlap-
ping regimes.

Instead of one Europe with recognized and contiguous boundaries, there would be
many Europes. Instead of a Eurocracy accumulating organizationally distinct but

politically coordinated tasks around a single center there could be multiple regional

institutions acting autonomously to solve common problems and produce different

public goods. (p. 136)
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Consternation and disbelief greeted this possibility when Schmitter
presented it at Nuffield College Oxford, where one of the authors was lodged
in 1992, but with the help of hindsight, Philippe’s contemporaries are catching

up.

NOTES

1. This includes nine referenda in 2004 accession countries as well as four referenda on the
European Constitutional Treatyource Centre d’études et de documentation sur la démoc-
ratie directe in Geneva, Switzerland (http://c2d.unige.ch/, accessed 16 May, 2006).

2. Scharpf (2001) makes the point that preferences differ across countries in ways that decisively
constrain integration. He observes that the British would revolt against the high taxes that
sustain the generous Swedish welfare state, that Swedes would not settle for a poorly funded
educational system as in Germany; and that German doctors and patients would protest
against attempts to emulate the British national health system.

3. lttherefore comes as no surprise that the left/right dimension only weakly frames public opin-
ion on European integration. A variable that taps left/right self-placement is significant under
controls if allowance is made (via an interaction term) for the fact that in Scandinavia, in
contrast to the rest of the EU, it is the left, not the right, that is more opposed to integration.
But the size of the effect is small (Hooghe and Marks 2005).

4. In a recent publication, Schmitter acknowledges that neofunctionalist theory underestimated
the enduring character of national identity and its constraining effect on European integration
(2002). As we have noted, this criticism is least appropriate for Schmitter’s own work.

5. Elsewhere we describe this as type 2 governance, oriented around task-specific jurisdictions,
which can be contrasted with type 1 governance, oriented around general-purpose jurisdic-
tions (Hooghe and Marks 2003).
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9. Collective participation in the
European Union: the ‘Euro
corporatism’ debate

Gerda Falkner

Philippe C. Schmitter’s impact on the study of European integration can
hardly be overestimated. In addition to his work on (neo-functionalist) inte-
gration theory, on Euro-democra&and on EU enlargemefiis, partly co-
authored, articles on EU-level interest representation and public—private
relations in policy-making have also been path breaking.

This chapter will place Schmitter’s work in the wider context of recent
writing on EU-level interest representation and interest politics. | will begin
by discussing his conclusions and those of others on the issue. Since the
differences mainly result from different notions of corporatism and its rivals
such as pluralism and statism, it is important to mention already at this point
that the approach of this chapter is to regard corporatism as a two-dimen-
sional phenomenon without a predetermined policy outcome (following early
texts by Schmitter and Lehmbruch), which exists in different ‘generations’
corresponding to changed political and economic conditions. This leads to
two insights that will be discussed in the next section: the absence of a third-
generation neo-corporatist system to govern the EU economy; and the need
to study and compare different policy areas when it comes to the issue of a
potential fourth-generation corporatism (‘corporatist policy communities’) at
the EU level. Then the co-evolution of the political and the interest group
regime in one policy area will be outlined, to show that corporatist variants
of policy networks are not alien to the EU. The conclusions therefore suggest
that a current version of corporatism can indeed be found even at the EU
level, and that it still seems useful to have such an ideal type to hand as a
contrast to more pluralist or even statist patterns. It must be emphasized,
however, that the overall political significance of such policy-specific
phenomena cannot be compared with that of the third-generation macro-
corporatism of the 1970s.
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EURO-CORPORATISM? NO AGREEMENT ON THE
EXISTENCE AND NATURE OF THE BEAST

The most famous treatise on the issue of EU corporatism was co-authored by
Philippe C. Schmitter and Wolfgang Streeck. Under the telling title, ‘From
national corporatism to transnational pluralism’ they analysed why the EU
falls short of centralized labour—industry—state relations that would govern
economic policy decisions across specific policy areas. Streeck and Schmitter
concluded that

the evolutionary alternative to neo-liberalism as a model for the European political
economy is clearly not . . . neo-corporatism. More likely to be seen is an American-
style pattern of ‘disjointed pluralism’ or ‘competitive federalism’, organized over no
less than three levels — regions, nation-states, and ‘Brussels’, and characterized by
a profound absence of hierarchy and monopoly among a wide variety of players of
different but uncertain status. (1991, p. 227)

Many authors arrived at similar conclusions. In the broader
Europeanization debate, however, others have used different labels to charac-
terize EU governance. Schmidt talks about ‘statist pluralism’ in EU policy
formulation (1997, p. 138). Kohler-Koch's ideal-typical EU-style is ‘network
governance’, characterized by cooperation (instead of competition) between
all the interested actors and by joint learning processes (1996a). According to
her, hierarchy and subordination give way to an interchange on a more equal
footing, aimed at joint problem-solving, which will furthermore dissipate in
the multi-level system (Kohler-Koch 1999, p. 32). This suggests a much more
cooperative process than self-interested lobbying on the part of many individ-
ual private groups according to the pluralist, non-corporatist idedl. type

On closer inspection, it seems that existing accounts of EU policy styles
(about which see Richardson et al. 1982) are not necessarily contradictory. It
all depends on the definition of corporatism and on the level of analysis.
Including the meso level of specific policy areas, one finds a variety of types
of governance coexisting at the EU level. Therefore, we need to briefly clar-
ify here (a) theeoncepbf corporatism applied in this chapter, and (b) to which
level it can be applied most usefully in the case of the EU.

On the basis of work by Schmitter and Lehmbruch (for the details of which
see Wolfgang Streeck’s chapter in this book), a corporatist policy-making
process has been described as

a mode of policy formation in which formally designated interest associations are
incorporated within the process of authoritative decision-making and implementa-
tion. As such they are officially recognised by the state not merely as interest inter-
mediaries but as co-responsible ‘partners’ in governance and social guidance.
(Schmitter 1981, p. 295)
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Figure 9.1 Dimensions and levels of ‘corporatism’ found in the literature

Unfortunately, however, various authors attributed and added multiple
features and prefixes to corporatism over time, and matters of definition were
confused with empirical features of specific examples of corporatism (Figure
9.1). ‘Corporatism has been defined as an ideology, a variant of political
culture, a type of state, a form of economy, or even as a kind of society’
(Schmitter 1996c¢, p. 3).

Faced with this conceptual stretching, which has led to much confusion, it
seems useful to stick with the narrower, two-dimensional concept as formu-
lated by Schmitter and Lehmbruch, which combines only structural and proce-
dural aspects. Any other facets with regard to further dimensions, or 4evels,
can be discussed with the relevant empirical examples to hand. They should
not be part of the definition itself.

Most importantly, it seems that no specific policy (for example,
Keynesianism) should be linked as a matter of definition to the formal prop-
erties of corporatist decision-making by privileged interest groups and in a co-
responsible style. Otherwise, the concept of corporatism would no longer
wield much practical clout if such a dimension were included. There are also
good reasons in principle to separate the characteristics of a system of policy-
making from the characteristics of its output. In terms of the ‘EU and corpo-
ratism’ debate, this is quite an important decision. It implies that the apparent
lack of Keynesian demand-side economic policy does not necessarily make a
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political (sub-) system not-corporatist. The implication is that the question of
corporatism at the EU level might remain worth discussing.

Further confusion has occurred regarding the levels of corporatism. Both
Schmitter’s and Lehmbruch’s original ideal types had referred to the macro
level, that is to entire political systems. Over time, however, changes at the
economic and the political level have made it even more improbable that,
within otherwise increasingly fragmented political systems, corporatism
should still cover all the crucial issues of policy-making as Lehmbruch’s ideal
type assumed (1985, p. 94). Today sectoral economies are becoming increas-
ingly internationalized. This represents yet another major challenge to corpo-
ratist regimes at the system level (Hollingsworth and Streeck 1994, p. 289). It
may therefore be useful to distinguish between systemic and more fragmented
types of corporatist public—private relations, perhaps in terms of different
ideal-typical ‘generations’. While they share a basic corporatist pattern that
corresponds in structural and procedural respects, both their scope and their
framework conditions differ. As a consequence their immediate output and
their wider effects cannot be expected to be identical either.

Compared with the 1970s corporatism (which typically was macro-corpo-
ratism with demand-side intervention in the economy), contemporary corpo-
ratist arrangements now seem more restricted in functional scope since the
policy-making process is typically broken down and varies between policy
subsystems (Atkinson and Coleman 1989, p.157) (Table 9.1). Schmitter
(2001, p. 6) confirms this in a recent piece: ‘Modern democracy should be
conceptualized, not as “a single regime”, but as a composite of “partial
regimes”’ (see also Schmitter 1989, p. 71) .

Since the policy networks approach was developed explicitly to capture
sectoral constellations that emerged in response to growing dispersion among
public and private actors of the resources and capacities available for political
action (Kenis and Schneider 1991, p. 28), one may conceptualize a corporatist
type of policy network as a subgroup of policy communities (Figure 9.2).

The connection to the policy networks debate at the policy-specific meso
level of political systems makes the debates on corporatism and European
integration more easily compatible. After all, the EU is a prime example of a
sectoralized polity. Corporatism should therefore be more practicable in the
shape of corporatist policy communities than as a pattern encompassing the
entire EU regime. On the basis of this conceptualization of corporatism as
two-dimensional and of different ‘generations’ of corporatism, two insights (to
be discussed in the remainder of this chapter) seem apparent: the absence of a
third-generation neo-corporatist system that might govern the EU’s economy;
and the need to study and compare different policy areas when it comes to the
issue of fourth-generation corporatism at the EU level, that is potential corpo-
ratist policy networks. It must not be forgotten, however, that the impact of
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Table 9.1 Genealogy of ‘corporatisms’in Europe

Scope Main period Political system Markets Economic policy
doctrine
Traditional Profession Middle Ages Feudal Local, Management by
corporatism pre-industrial closed guilds
Second generation: State 1920s and 1930s Authoritarian Closed Dirigisme
‘authoritarian étatism
corporatism’
Third generation: State Post-WWII but Western Predominantly Keynesianism
‘neo-corporatism’ pre-internal democratic nationally- (growth
(liberal) market oriented employment-
oriented)
Fourth generation: Policy Post-1992 Fragmented and Internationalized  Neo-liberalism
‘corporatist multi-level (competitiveness-
policy communities’ oriented)

Source Adapted from Falkner (1998, p. 38).
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Source Adapted from Falkner (1998, p. 48).
Figure 9.2 Policy network ideal types

such fourth-generation corporatism is by no means identical to that of former
generations (and, quite clearly, not to that of Keynesian central steering of
entire national economies; see the concluding section).

EURO-CORPORATISM: THE FAILURE OF A THIRD-
GENERATION TYPE

Vague concepts of the EU (or its predecessors) as of tripartite polity have
existed as long as European integration itself.

Early on, an Economic and Social Committee (ECOSOC) was created
which included nationally appointed representatives of employers, workers
and various other interests. It had (and still has) a consultative function, deliv-
ering non-binding ‘reasoned opinions’ on policy proposals. However, the
ECOSOC has not always worked so satisfactorily (about which see, for exam-
ple, Streeck and Schmitter 1991, pp. 202ff). The ideological split between its
three parties made it impossible, in many cases, for the committee to reach
common views. In practice, the results of its cumbersome decision-making
processes lacked coherence and definitive status.

Widening the actor constellation therefore seemed a promising approach to
the European Commission, when an economic and monetary union was
discussed for the first time in the late 1960s. The conclusions of the 1970
Werner report suggested that management and labour should be consulted
before Community policies were developed. To prevent excessive disparities,
the development of incomes in the member states should be discussed at the
Community level, with the participation of the social partners (Rifflet 1989,
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p. 3). The Commission’s proposal to the Council on the establishment of
economic and monetary union (COM[70] 1250) insisted on the importance of
concertation of economic policy with the social partners.

While the early efforts of monetary union failed, the calls for an intensifi-
cation of social partnership continued. In 1970, the standing committee on
employment was established by a Council decision. It consisted of the national
social and labour ministers, representatives of national employers’ and
employees’ federations, and representatives of Directorate General V of the
Commission. It issued opinions and was consulted by the Commission on
employment-related topics. But, again, the process proved too cumbersome to
be effective (see Lodge and Herman 1980, p. 284; Streeck and Schmitter 1991,
pp. 202ff).

Still, pressures for tripartite decision-making grew. At the Paris summit in
1972, the heads of state and government considered increased participation of
the social partners to be indispensable on the way towards economic and
monetary union. In the 1974 Social Action Programme (OJ 74/C 13/1), the
Council cited increased patrticipation of the social partners in the economic
and social policy decisions of the Community as one of the central goals (in
addition to full employment and the improvement of living and working
conditions). In general, all measures proposed under the Action Programme
should take into consideration the wishes of the social partners. To make this
possible, the Council envisaged deeper involvement of the standing commit-
tee on employment in all matters of employment policy. It also supported
employee organizations that participated in the activity of the Community by
establishing a European Trade Union Institute (ETUI) together with training
and information units for European matters. This was an important signal to
the European Trade Union Confederation (ETUC), which had been founded
only in 1973. The Council also planned to facilitate, on the basis of the circum-
stances in the single member states, the conclusion of European collective
wage agreements. This pledge, made as early as 1974, shows that invitations
to the social partners to conclude European-level agreements have a long
history.

In the aftermath of the 1974 Social Action Programme, a new tripartite
discussion forum was established consisting of the Council, the Commission,
and representatives of labour and business. Euro-level representatives were for
the first time invited to participate, along with national social partners. These
‘tripartite conferences’ met six times up to 1978, debating issues such as full
employment, inflation and fiscal policy. At this point, the ETUC withdrew
because of the unwillingness of the employers’ side to conclude agreements
(Gorges 1996, p. 130). By then, employers did not have to fear negative conse-
quences because the Euro-level organization of trade unions was only in its
infancy and incapable of significant collective action. Furthermore, the
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Council’'s social policy impetus of the early 1970s had already stalled, and
many important legislative projects remained blocked.

There is no place here to mention all the other tripartite initiatives which
are of a purely consultative kind, such as the meetings that take place before
each European Council meeting and during enlargement negotiations.
Obviously the manifold efforts to bring about some sort of Euro-corporatism
at the systemic level failed anyway, and the hopes that social-democratic
parties and trade unions may have had did not come true.

However, this is not the end of the story because the Delors Commission
undertook in the 1990s to promote a fourth-generation corporatism in the form
of a corporatist policy community in EU social policy.

FOURTH-GENERATION EURO-CORPORATISM:
THE CASE OF SOCIAL POLICY

The fact that the EU’s policy-making process is highly fragmented and
dispersed makes the question of there being corporatist patterns to the latest
fourth generation highly relevant. Schmitter himself recognized the ‘possible
development of “islands” of Euro-corporatism in specific sectors or around
distinctive territorial arrangements such as the Euro-regios’ (Traxler and
Schmitter 1995, p. 201). Indeed, it has been suggested that research should
conceptualize the EU as a plurality of sector-specific constellations rather than
as a unitary macrosystem (see Cawson 1992; Greenwood et al. 1992a, pp. 239,
248).

An important proposition in this context was to study the possibility of a co-
evolution of political regimes and interest politics (Eichener and Voelzkow
1994a, pp. 17f) and its implications for the development of a more cooperative,
maybe even corporatist policy style. This involves a theoretical argument about
the birth of corporatism. It is a ‘chicken and egg’ problem that has not been
clearly settled in the literature on corporatism. Frequently, authors seem to
assume that only on the basis of an appropriate structure of interest groups
(singular, compulsory, non-competitive, hierarchically ordered, functionally
differentiated, recognized or licensed by the state and granted a representational
monopoly within their respective categories) can corporatist concertation
occur. At times, however, it has been recognized that corporatism has even
appeared in countries without a corresponding landscape of private interests
(Schmitter 1997, p. 291). In the European integration literature it had been
argued since the early days of the integration process that contrary to the expec-
tations of neo-functionalists, private organizations have not taken the lead but
rather followed political initiatives (Eising and Kohler-Koch 1994, p. 178;
Kohler-Koch 1995, p. 16; 1996b; Platzer 1997, p. 1R&jor constittional
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innovations such as the Single European Act and the Maastricht Treaty on
Economic and Monetary Union have prompted corresponding developments
of interest group organization and interest group involvement in public policy-

making alongside relevant new regimes. Thus with the indispensable ‘backing
from the state’, and the necessary ‘contribution of public power’ (Streeck and
Schmitter 1991), fourth-generation corporatism could be expected to result in
specific policy areas.

For the field of social policy, an in-depth study has revealed how such a co-
evolution took place during the 1990s, in the wake of the Maastricht Treaty
(Falkner 1998). EGocial policy-makings today characterized by a coexis-
tence and entanglement of governmental negotiations and collective bargain-
ing. In fact, the EC Treaty provisions for social affairs drafted under the
leadership of Commission President Jacques Delors, and adopted at
Maastricht in December 1991 give primacy to agreements between manage-
ment and labour over traditional Council Directives (Keller and Soérries 1998).
Euro-level interest groups may, on the occasion of obligatory consultation by
the Commission on social policy measures, inform the Commission of their
wish to initiate negotiations in order to reach a collective agreement on the
matter under discussion. This brings traditional EC decision-making, which
involves the Commission as initiator, the Council and its working groups as
the decision-makers, and the European Parliament, to a standstill for at least
nine months (Article 137 TEQ®)If a collective agreement is signed, it can, at
the joint request of the signatories, be incorporated in a ‘Council decision’, on
a proposal from the Commission (Article 138 TEC).

Since Maastricht, the social partners have thus become formal participants
in social policy legislation. In fact, the EU’s social policy procedures fit the
classic formula for corporatist concertation, that is ‘a mode of policy forma-
tion in which formally designated interest associations are incorporated within
the process of authoritative decision-making and implementation’ (Schmitter
1981, p. 295). Since this specific style of public—private cooperation is
restricted to one policy area only, it seems preferable not to speak of ‘Euro-
corporatism’ (Gorges 1996) but rather of a ‘corporatist policy community’
(Falkner 1998).

A number of cross-sectoral collective agreements have resulted from this
tripartite arrangemerit.The first application of the new procedure saw no
formal negotiations but only ‘talks on talks’ (Gold and Hall 1994, p. 181) on
a collective agreement between the two sides of industry. This eventually led
to a traditional Council Directive on European works cour€ilit. was
already a major breakthrough, however, that on that occasion, in autumn 1993,
UNICE declared that it was ‘ready to sit down with the Commission and/or the
European unions to develop a . . . procedure for information and consultation
that is acceptable to all parties’ (EIRR 238, p. 13). Until then it had always



232 Democracy and European integration

strictly rejected any European-level initiative on employee information and
participation in the enterprise.

The second decision-making process under the new social policy regime
did lead to agreement among the three major federations. On 14 December
1995, the ETUC, UNICE and CEEP adopted a framework agreement on
parental leavé! providing an individual right to a minimum of three months’
time off while employment rights were maintained. Through a Council
Directive, the agreement was made binding on the member states (initially
with the exception of the UK, but since the Labour government has now
signed up to the social agreement, all relevant Directives have been extended
to the UK)12 Further collective negotiations concerned atypical work and led
to a second European-level agreement, on part-time work, in the summer of
1997. This was followed by an agreement on fixed-term employment and,
most recently, a ‘voluntary’ agreeméhon telework (EIRR August 2002).

Among the issues on which no agreement was reached by the social part-
ners (most importantly, the reversal of the burden of proof in sex discrimina-
tion cases, sexual harassment at work and information and consultation of
workers in national enterprises), only the latter issue was controversial since a
minority of UNICE members refused to negotittélhe other issues were
generally perceived not to represent ‘appropriate’ issues for collective negoti-
ations since these are usually a matter of state legislation even at the national
level (on the recent trend towards non-binding agreements, see this chapter’s
conclusions).

Replacing what is the state at the national level, there are two European
institutions involved in corporatist policy-making under the Social
Agreement. The Commission has significant influence without directly
participating in the negotiations because it supplies the social partners with a
document that constitutes the basis of their talks. Although the Commission
is not formally represented at the bargaining table, it happened that the secre-
tary to the ‘neutral umpire’ chairing the negotiations was a Commission offi-
cial. Furthermore, the Council may only implement a collective agreement on
a proposal by the Commission. Thus, the Commission’s power of initiative is
preserved and extended to the corporatist procedure. In addition, the Council
is involved in some ‘corporatist exchange’ as well — not only at the stage of
implementing an agreement but also during the decision-making process.
Only if a necessary majority of Council members seems willing to adopt
social legislation will UNICE normally be interested in negotiations among
the social partners, which it views as a lesser evil. The Council, in turn, had
by the early 1990s an interest in successful social partner negotiations in
order to legitimate both European-level activities and (what was in the past at
least as important) European-level non-decisions in the face of a public which
was increasingly critical about the lack of a ‘social dimension’ to European
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integration. Despite the fathat negotiations, in the narrow sense, were
conducted solely among the social partners, the cooperative policy-making
style under the Social Agreement hence had features quite similar to ‘tripar-
tism’ between the state, capital and labour at the national level.

Since the ideal-typical description of procedural corporatism as developed
by Lehmbruch and Schmitter fits the innovative decision patterns under the
Maastricht Social Agreement rather well, it is of interest if there are corre-
sponding developments in the relevant system of interest groups, that is, in the
structural dimensiomf the definition of a corporatist policy network. In fact,
relevant changes affect reforms within groups towards more competences and
decision capacity and the formation of a core group of interest associations,
indicating a move towards monopolistic representation in social partner nego-
tiations. These developments are even more significant if one considers that,
prior to the Maastricht Social Agreement, the participation of European-level
associations in binding negotiations with each other and the EC institutions
was by no means undisputed in their member organizations, on both the union
and the employer side.

The ETUC was the first to adapt its structure with a view to enhancing its
negotiating capacity at the European level. In 1991, the internal structure and
decision-making process were reformed to limit the possibility of deadlock,
and the European industry committees were allowed tol9dibis may be
regarded as progress compared to the prior problem of coordinating territorial
and functional interests — which are now both directly represented under the
umbrella of the ETUC. Further amendments to the ETUC constitution were
adopted at its May 1995 congress. The executive committee now has the duty
to ‘determine the composition and mandate of the delegation for negotiations
with European employers’ organisations’ and to ‘ensure the convergence at
European level of the demands and contractual policies of affiliated organisa-
tions’ (Article 11). It is also a significant development, unthinkable until a few
years ago, that the ETUC may now adopt binding agreements even against the
will of several influential members (examples are the Parental Leave
Agreement and the Part-Time Work Agreement). In the part-time case, six
votes out of 33 were against the deal: by two German unions (Deutscher
Gewerkschaftsbund, DGB, and Deutsche Angestelltengewerkschaft, DAG),
the French Force Ouvriére, the Christian-Democratic Luxembourg union
(LCGB) and the European industry federations of railway and construction
workers (according to an interview with an ETUC official, July 1997). Various
other industry committees abstained. This may be seen as an indicator of the
de-facto supranationalization of the ETUC, an organization that was for a long
time not able to ‘afford to antagonize its larger member organizations’
(Ebbinghaus and Visser 1997, p. 9).

Similarly, a change in UNICE’s statute in June 1992 aimed directly at
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meeting the challenges of the Social Protocol. UNICE was formally assigned
the task of representing its members in the dialogue between the social part-
ners provided for in the Social Agreement (article 2.1 of the statute). The
Council of Presidents was put in charge of defining the positions to be taken
in the social dialogue. When UNICE failed to overcome the rejection of the
attempted compromise on European works councils by its British member, the
CBI, the action prompted further constitutional reform to cope with the British
opt-out of the Maastricht Social Agreement. An internal compromise was
reached in April 1994, according to which the CBI participated in the negoti-
ations, but had neither a veto right nor was bound by an agreement of which
it did not approve. The rule that collective agreements have still to be adopted
unanimously was challenged after the failure of the fixed-term work negotia-
tions, but so far without effect. The fact that the federation of enterprises with
public participation (CEEP), the smaller partner on the employer side, adapted
its rules of procedure to the Social Agreement is less surprising since it was
traditionally more open to EU-level negotiations with labour than UNYCE.

But what about the plethora of lobbies and the close contacts with individ-
ual firms that are sometimes expected to hinder effective corporatist negotia-
tions at the European level? Notwithstanding the persistence of these
characteristic features of EU governance in general, EU institutions actively
prompted more encompassing and quasi-monopolistic patterns of interest
representation in the social policy field and for the collective negotiations
under the Maastricht Treaty. Both Council and Commission have supported
the ‘monopolization’ of pacts under the Social Agreement by the three major
cross-sectoral interest federations (ETUC, CEEP and UNICE). This may be
compared with the ‘licensing’ (Schmitter) in corporatist national systems, even
though it mostly relies on incentives for self-organization. In its
‘Communication on the Application of the Social Agreement’ (COM(93) 600
final, 14 December 1993; paragraph 22ff.), the Commission defined a set of
criteria for organizations to be included in consultations on legislative propos-
als under the Social Agreement. Almost 30 associations may, during the
process of consultation, theoretically decide to negotiate on a collective agree-
ment. However, the Commission believed that it is up to the organizations
themselves to develop their own dialogue and negotiating structure (see ibid,
paragraph 26). A formalized narrow definition of the ‘social partners’ under
the Social Agreement might have been challenged in, and finally reversed by,
the European Court of Justice. That de facto there are only three negotiating
Euro-groups was nevertheless clearly supported by the Commission when it
suspended several legislative projects on the joint request of the ‘big three’,
although it had received responses from many more organizations during the
consultations (see, for example, EIRR 260, p. 3). Subsequently, the Council
implemented the collective agreements that were signed by the same three
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peak federations. In the parental leave case, it explicitly welcomed the fact that
for the first time it had been possible to reach an agreement with ‘the social
partners’ on a draft Directive (European Council declaration 1995, point 6).

On both sides of industry, smaller interest gréfipsotested in vain against
the three major federations’ de facto monopoly on negotiating as cross-
sectoral social partners under the Social Agreement. The European association
of Small and Medium-sized Enterprises (UEAPME) even filed an unsuccess-
ful lawsuit against the Coundif. The Commission was eager to find a way to
satisfy these groups so as not to endanger the legitimacy of the new corporatist
decision mode, for example, by encouraging the small associations to link up
with the major groups. Since then, several Euro-groups on the employer side
were included in the social partner negotiations on an observer basis.
UEAPME concluded a cooperation agreement with UNICE envisaging
consultations before UNICE represents employer positions in the social
dialogue, but it does not have a veto right. Thus, while the representativeness
and public acceptance of the negotiation procedure seem improved, the greater
decision-making capacity associated with the exclusive participation of only
three associations has been upheld.

Not all the elements of Schmitter’s 1974 elaborate ideal-type description of
a corporatist interest group system are present in the corporatist policy
community with regard to European social policy. However, in essence a
structurally corporatist pattern as set out in the two-dimensional Schmitter-
Lehmbruch definition is present. Only a few groups, which are not competing
with each other for membership, negotiate. They have proved capable of strik-
ing deals and were acknowledged by ‘the state’ (that is the Commission and
the Council) as legitimate representatives of ‘labour and industry’ at the EU
level.

CONCLUSIONS

This chapter’s main argument is that an ‘encapsulated tripartism’ (an expres-
sion suggested by the editors of this volume) exists in the field of EU social
policy: in the form of a corporatist policy network. At the same time, corpo-
ratist patterns have never been successful as a mode of steering the EU in
overall terms. While third-generation corporatism is lacking, fourth-genera-
tion corporatist patterns do exist (see Table 9.1). That EU-level corporatism
seems to have skipped a generation may have to do with the later establish-
ment of its political system if compared with the nation state and with the
changed economic conditions. It may also have to do with the often comple-
mentary character of the supranational EU system in relation to domestic
systems. As national governments were often reluctant to transfer sovereignty
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to the supranational level, so too were interest group leaders. In both cases,
this has not fully prevented integration, but progress has been slow and incre-
mental at best. The EU, in particular the European Commission, has at times
made a deliberate point of promoting a tripartite mode of governance. At the
same time, in many other instances, the Commission made active use of the
much greater discretion allowed by decision-making without veto power for
organized groups, in particular on the issues of liberalization.

Returning to the meso-level of policy areas, there are several examples of
corporatist cooperation, although this is certainly not the most frequently prac-
tised policy style. However, it must be noted that recently state backing for the
corporatist policy community in the field of social policy seems to have faded.
As mentioned, the latest agreement on telework was only a voluntary one, and
there has not been a binding agreement for a number of years. Instead, ETUC,
UNICE and CEEP recently announced that a work programme for an
‘autonomous’ social dialogue on predominantly non-regulative issues, would
be implemented through their own national procedures. It seems that the
momentum with regard to binding agreements to replace formal Council
Directives in the social policy field is for the time being lost.

A number of factors explain the current difficulties. First, the shadow of the
law is now less visible than when the first agreements were negotiated. There
are no Commission proposals anymore that are discussed in the Council
before they are appropriated by the social partners. In the years immediately
after the Maastricht Treaty ETUC, UNICE and CEEP grasped the opportunity
to take over longstanding legislative projects that had been blocked in the
Council. Second, the European Commission has recently favoured the method
of ‘open coordination’, which now enjoys considerable public and media
attention. Third, the additional legitimacy potentially conferred upon a politi-
cal system by the ‘social partners’ seems to be less urgently needed at the time
of writing, as compared to the post-Maastricht era, once the framework for
economic and monetary union had been established. Meanwhile, the main
focus of attention has shifted to the Convention drafting a Constitution for
Europe; the ensuing intergovernmental conference and on the enlargement of
the EU in 2004. The latter certainly represents a major challenge, not only for
the EU itself, but also for its organized interests. Not only will finding agree-
ment be even more difficult in an EU of 25. Additionally, even more diverse
social conditions, labour law standards and social dialogue traditions will
make meaningful agreements anything but easier.

In more general terms still, the example of EU social policy after
Maastricht suggests that a fourth-generation corporatism in specific policy
sectors may indeed develop in a process of co-evolution of political regime
and organized interests. In this respect, crucial dynamics are similar to those
operating at the national level. However, this needs to be put into perspective.
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Corporatist policy communities represent only one mode of governance
among many within the contemporary EU system. One may even argue that
EU corporatism has moved from high-stake to low-stake political arenas (as
referred to by the editors of this volume). Furthermore, at the EU level corpo-
ratist decision-making in the social policy field seems even less stable than
domestic corporatism. Further research is needed to establish if the declining
significance of corporatist patterns in EU social policy is mirrored in other
EU policy areas. The fact that continuous long-term stable corporatist coop-
eration has failed to emerge in EU policy-making conforms to recent national
experience. ‘Indeed, the most likely pattern for the forseeable future may be
cyclical, rather than linear’ (Schmitter 1996c; see also Schmitter 1989;
Schmitter and Grote 1997). Generally the tides of corporatism seem to relate
to changing need for consensus, as perceived by political leaders. It seems
that many governments have recently opted for more innovation at the price
of less social peace. Perhaps scholars interested in corporatism should pay
more attention to the political conditions of corporatist cooperation, as
opposed or in addition to the economic ones and as opposed to the structure
of interest groups.

Two final insights arise from the ‘EU and corporatism’ debate. First, the
debate on Euro-corporatism confirms what Schmitter (1997, p.287) and
Lehmbruch (1996, p. 735) pointed out from the start, that corporatism is not a
theory. Still, corporatism is a very useful concept and it would be unthinkable
today not to refer to it. Without any doubt, it was a crucial typological inno-
vation to go beyond the pluralist image of competing pressure groups and of
the state as a unilateral policy-maker. This is regardless of the fact that empir-
ically corporatist patterns have shifted from the systemic level to that of
specific policy networks.

Second, the political clout of corporatist policy communities cannot equate
to ideal-typical 1970s neo-corporatism. It still seems useful to have such an
ideal type, as a contrast to more pluralist or statist patterns, but it must be
emphasized that the overall political significance of policy-specific fourth-
generation corporatism cannot be compared with that of earlier generations.
The more restricted in scope and the less stable corporatism becomes, the less
possible it seems that the private interests involved should be in a position to
establish a genuine centre of political power in opposition to the state and to
make their contribution to the shaping of public policies truly significant.

More generally, the notion of ‘generations’ of corporatism could be of inter-
est for broader-based theory. New institutionalist writers have recently studied
the evolution of institutional arrangements (Pierson 2000a, 2000b). If we simi-
larly regard corporatism as an institution in the wider sense, it appears that the
concept of ‘layering’ as suggested by Thelen (2003) may be a suitable heuris-
tic tool to capture the gradual shrinking of an institution. In our case, we have
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seen how corporatism attenuated over time in both functional scope and polit-
ical significance.

NOTES

1. Mostrecently, see (Schmitter 2003, 1996a, 1996b). Among his classics are (Schmitter 1969;
1970). In this volume, see Hooghe and Marks.

2. See, in particular, his innovative proposals for improving the status quo via semi-public
interest associations funded via citizen vouchers (Schmitter 1994, 1992) and a distributive
Euro-Stipendium (Schmitter and Bauer 2001). In this volume, see Crouch, della Porta, Offe
and Preuss, and O’Donnell.

3. See, for example, (Schmitter and Torreblanca 2001). In this volume, see Bruszt and Karl.

4. This chapter assembles and extends arguments | have presented in different earlier writings
(for example, Falkner 1998, 1999, 2001, 2003a, 2003b; Falkner et al. 2005).

5. However, it needs to be mentioned that authors in the European integration sub-field of
political science do not necessarily refer to the same thing when talking about ‘corporatism’
(for the classic conceptualization by Schmitter and Lehmbruch, see below.) Schmidt defines
‘corporatism’ as a situation where interests have privileged access to both decision-making
and implementation (Schmidt 1996, 1997). Kohler-Koch describes corporatism at the macro
level of political systems as the pursuit of a common interest and the search for consensus
instead of majority voting (Kohler-Koch 1999, pp. 26ff).

6. The label of ‘meso-corporatism’ is not of help here, for it was never applied in a uniform
manner. It was (and is) used by different authors to refer either to economic sectors (for
example, the dairy industry), to cross-sectoral policy areas (for example, environmental
policy), to the regional or local level, or even to distinguish between different levels of inter-
est organization.

7. See also Streeck and Schmitter 1991: p. 208; Eising and Kohler-Koch 1994; Greenwood et
al. 1992b; Mazey and Richardson 1993; Pedler and Schendelen 1994; Eichener and
Voelzkow 1994b; Greenwood 1995; Wallace and Young 1997; Kohler-Koch and Eising
1999.

8. The Commission and the social partners may jointly decide to extend this period.

9. There have also been a number of developments at the sectoral level (Keller and Sorries
1999; Keller and Bansbach 2000).

10. For details, see Falkner 1998, pp. 97-113.

11. For details, see Falkner 1998, pp. 114-128.

12. This procedure provided a solution to what had been perceived as a major obstacle to the
development of corporatist patterns at the European level (Keller 1995; Obradovich 1995),
that is that CEEP, the ETUC and UNICE lack the powers to implement their agreements
directly via their member organizations.

13. To be implemented, not via a Council Directive, but by the interest groups themselves.

14. This led to pressures for further reform of the voting procedures in UNICE (about which see
below).

15. Except in financial and statutory matters (Ebbinghaus and Visser 1994, p. 239; Dglvik
1997a, 1997b).

16. For details, see Falkner 1998, pp. 159f.

17. These are mainly UEAPME (representing small and medium-sized enterprises) and
EuroCommerce (representing firms in retail, wholesale and international trade) on the
employers’ side, and CESI (representing independent trade unions) and CEC (representing
professional and managerial staff) on the side of workers.

18. The argument that the signatory parties to the parental leave agreement were not repre-
sentative was rejected by the European Court of Justice (case T-135/96 decided 17 June
1998).
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Postscriptum: working with Philippe

Guillermo O’'Donnell

I met Philippe at Yale, in 1969. By then he had already published on Latin
American integration, a remarkably anticipatory work of the integration
efforts that are nowadays taking place in this region, and one that introduced
him to a literature that he put to very good use in his work on the European
Union. Furthermore, Philippe had by then finished his doctoral dissertation on
Brazil, which soon after he published in a book which was widely recognized
as one of the best studies of this country ever and in which he first tried his
hand at a concept — neo-corporatism — that afterwards would generate a moun-
tain of research and discussion.

The Yale meeting was on ‘Authoritarian Brazil’ and Philippe was contribut-
ing a paper. But his main activity was organizing a network of solidarity
against the harsh repression that the Brazilian bureaucratic-authoritarian
regime had by then unleashed. With his usual energy and altruism Philippe
was extremely effective in this task, bringing to the attention of academia and
the international media the abuses that were being perpetrated in that country.
This earned him the gratitude and respect of many present at that meeting, not
least the Brazilians including future President Fernando Henrique Cardoso and
future Minister of Culture Francisco Weffort, along with this Argentinian, who
could understand the issue very well. In this undertaking Philippe evinced
what he would show again and again: an effective commitment to basic values
of human decency, and the love and respect with which he would treat, and
keep in his heart, the countries he researched on. The many friends that he has
everywhere bear witness to this.

Later on, in 1974, he and | agreed on our first undertaking: the organization
of a seminar on ‘The state and public policies’, run jointly with my compatriot
Oscar Oszlak and sponsored by the Social Science Research Council. We ran
this seminar in Buenos Aires at times when violence was rampant between
various guerrilla movements and right-wing paramilitary groups. At the slight-
est sign of imminent violence the streets were suddenly deserted, and the night
belonged to cars filled with heavily armed thugs. Another of Philippe’s char-
acteristics is his insatiable will to learn everything about the people of the
countries he visits. This led him to ask questions in the streets, in cafés and in
restaurants, to individuals he approached with his broad smile and upbeat
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mood, in ways and circumstances that we natives dared not risk. (In this,

Philippe was obviously helped by the fact that often he would be eating enor-

mous watercress salads while informing everyone who cared to listen that it

was the best watercress in the world.) During the seminar the students, as well
as Oszlak and myself, were equally amazed by what was going on in

Argentina and by the veritable explosion of ideas that Philippe put to us.

Then, in 1976, came the coup in Argentina. It inaugurated a terrorist state,
with thousands of persons ‘disappeared’ or directly murdered. In mid-1975,
already seeing the coup coming, some Argentinian scholars had created a
small think tank, CEDES, which we hoped could survive as a space of intel-
lectual freedom in the midst of those horrors. Our hopes depended to a signif-
icant extent on having an international ‘umbrella’ of academics and
institutions whose solidarity would raise the perceived costs of annihilating us.
The Ford Foundation, the Swedish Agency of Development, the Woodrow
Wilson International Center for International Scholars, and several individu-
als, Philippe of course included, generously agreed to provide us with that
umbrella. We managed to survive, although several members of CEDES had
to leave the country in a hurry. | myself, tired of such an ambience, left for
Brazil in 1978, believing hopefully, but wrongly, that this was for a short time.

Shortly thereafter, the Wilson Center made a felicitous decision: appointing
Abe Lowenthal secretary of its Latin American Program. He established an
advisory council chaired by Albert Hirschman and including among its
members Cardoso, Philippe and myself. With a wink from Abe, the three of us
soon began to develop what we called a ‘conspiration’. This we could do both
because of the trust among us that had developed through solidarity during the
misadventures of Brazil and Argentina (and by then also Chile and Uruguay)
and because we felt that our work had important communalities in terms of the
topics we approached and the concerns it expressed.

So we proposed to the Wilson Center a project that would study transitions
from authoritarian rule, a topic to which the very recent, and by then uncer-
tain, transitions in Spain and Portugal (a country that Philippe had also been
studying) gave encouragement. This proposal was strongly supported by the
Academic Council, with Abe and Hirschman taking a leading role in making
it feasible. Yet the project encountered strong resistance within the Wilson
Center and, more broadly, in Washington, DC. These opponents argued that
the idea was no more than the wishful thinking of marginalized Latin
American intellectuals supported by some US ‘radicals’ (that is, mostly
Philippe), at times when the political climate in that city favoured a benevo-
lent view of the repressive regimes of its Southern neighbours. Abe showed
skill in overcoming these obstacles, coining along the way the felicitous turn
of phrase that this project was not the result of wishful thinking but an expres-
sion of ‘thoughtful wishing’.
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So the project was launched. Shortly afterwards we received the bad
news — bad only for us, of course — that Cardoso had become a national
senator. Faced with the challenge of replacing him as co-coordinator of the
project, Abe had an excellent idea: after consultation with Philippe and
me, Laurence Whitehead was appointed to the role. So we ran several meet-
ings at the Wilson Center, with prospective chapter authors and several
distinguished scholars (such as Juan Linz, Alessandro Pizzorno and Robert
Dahl) as valuable resource persons. Philippe and | had already written
preliminary pieces which were discussed at those meetings and which hope-
fully would serve to provide some common focus for the chapters we were
commissioning.

Armed with these pieces, Philippe and | got together in 1983, at the Kellogg
Institute for International Studies of the University of Notre Dame, of which |
had been appointed academic director. These were the first years of computer
word processing. Philippe put himself to work on my text, using a computer
that the Institute had just proudly bought and loaded with the prehistoric
Wordstar program. After several days of work, the file mysteriously disap-
peared and all efforts to recover it failed. It was then that Philippe, whose
mood had not been helped by his low opinion of the quality of life in South
Bend, had a tantrum that is still remembered with awe by the oldtimers of the
Kellogg Institute. Eventually somebody recovered the file — for the benefit of
scholarship and the survival of the institute.

It was then that the drafts of the chapters that would be part of the four
volumes ofTransitions from Authoritarian Rulstarted to arrive. Laurence,
Philippe and | had a big task ahead, revising, commenting and editing those
texts, and finalizing our own. So Philippe, who was already in his first tenure
as professor at the Istituto Universitario Europeo, invited us to work for two
weeks in the beautiful villa he had rented. As soon as Laurence and | arrived
it became clear to us that Philippe had fallen irretrievably, passionately in love
with Italy and everything Italian — which to my mind leads him to sometimes
exaggerated claims about the supreme quality of Italian wines, cheeses and
vegetables, though he may have a point about pasta and olive oil. It also
became clear that, perhaps as a legacy of the Argentine watercress, Philippe
had perfected to the point of sublime complexity the art of salad making. In
this congenial setting we put ourselves to work. And we got through it all! So
Philippe, as everyone knows, a lover of Macchiavelli, arranged for a superb
dinner at the place where, he claimed, Macchiavelli had lived while exiled
from Florence.

So we joyfully prepared for the great dinner. But | had the bad idea of first
taking a shower and breaking my leg. Instead of Macchiavelli's place we
landed in a Florence hospital, where after some inquiries Philippe — admitting
that everything was not always perfect in ltaly’s public health system —
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informed me that all the bone surgeons were at a congress in Sicily and would
not return to Florence for three days ... | spare telling the reader about the
torture that those days were, worsened by the very sad fact that Philippe had
to rush to France because his mother had passed away. Not a good ending to
a project that was wonderful, not just intellectually but also because it
cemented a friendship that continues until today (even though at the time | did
not consider particularly appropriate a remark Philippe made, undoubtedly
with the intention of lifting my mood, to the effect that we Argentines have
such a penchant for dramatic endings to everything!)

The Transitiong work had a great impact — especially, | must say, its
fourth volume, written by Philippe and me, which he called ‘the green book’
because of the colour of its cover. Even more than the great satisfaction given
to us by the many discussions and citations that the book (and its translations
into Spanish and Portuguese) provoked in liberalizing and democratizing
countries, we were elated by the news that it was being circulated, photo-
copied and translated @amisdateditions in several countries of the Soviet
empire, South Korea, Taiwan, South Africa and elsewhere. Even many years
afterwards, it is a great joy for us to meet people who tell us about reading the
green book while still living under apparently never-ending authoritarian
rule.

Philippe gladly assumed as his own the originally ironic label of ‘transitol-
ogist’, and later on the even uglier one of ‘consolidologist’. So, propelled by
his awesome energy and carrying these labels by his ever renewed and excit-
ing ideas about these topics as well as more recently by the excellent fruits of
his return to international integration, Philippe has been collecting what |
believe is the world record for air miles (among academics, at least). His ever-
increasing italophilia has not prevented him from becoming a citizen of the
world.

Since our Florencegrande finalewe have regularly kept in touch,
exchanging ideas and papers (more from Philippe’s side than mine), agreeing
and disagreeing (especially about ‘consolidology’) and sometimes sharing
critical remarks about certain streams of contemporary political science. We
have not reminisced much, however, aboutTitasitionsproject — except
when the Wilson Center decided to celebrate, in October 2004, the 25th
anniversary of the launching of the project. There, with Laurence and Abe
and a group of distinguished scholars, some of them authors of chapters in
those volumes, we remembered the particular political circumstances that
surrounded the project, commented on how much the world had changed and
wondered how to tackle in future work, of ourselves and especially that of
younger scholars, both these changed circumstances and the knowledge we
and others have gained from what was right and what turned out to be wrong
in those volumes.
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