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Abstract

During the 1980s and 1990s, the autonomy and capacity of the state has been under
considerable stress in regards to the reduction of public policy choice. “External’ forces of
globalisation and technical innovations have led to a loss of economic ‘boundary control’,
initiating cross-national policy change and a convergence of public policies on a neo-
liberally-led paradigm.

This development has been reflected in the processes of policy change experienced
by the British Labour Party and the German Sozialdemokratische Partei Deutschlands
(SPD), in particular in the ideologically charged area of ‘social democratic’ labour market
policy (LMP) choices.

This study argues, that although political systems and institutional cultures of
‘social democratic’ parties and agents differ substantially between the UK and Germany,
‘social democratic’ parties economic policy approaches are increasingly developing along
similar lines. Both parties' responses to the changing contextual ‘internal’ domestic as well
as ‘external’ socio-economic factors are cross-nationally compared and their constrains
encountered by path dependencies and a historically institutionalised economic policy
paradigm are investigated.

Faced with a general shift in paradigm from ‘Keynesian’ to ‘neo-liberal’, party
actors - guided by prescriptive social democratic policy templates - were initially inhibited
from aligning policy approaches. This contributed significantly to a ‘delayed’ shift in both
parties” economic policy paradigm, electoral failure, and a lack of the parties” public
economic policy credibility.

Several strata of information have been used to combine analytical and empirical
evidence - utilising both quantitative (statistical) data as well as the historical analysis of
both parties' policy development processes. Qualitative sources have been backed up by
quantitative evidence of the parties' programmatic changes in labour market polices that
were gathered with a labour market policy coding frame for the statistical multi-lingual

comparison and content analysis of parties policy documents.
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Chapter 1. Introduction: The development of labour market policies.
Comparing long-term policy change in the British Labour Party and
the Sozialdemokratische Partei Deutschlands.

11 Introduction

1.2 Hypotheses

1.3. Research Aims

14. The quantitative and qualitative approach to programme analysis
15. Social Democracy and labour market policy

1.5.1. The quantitative and qualitative approach to policy analysis

152 Parties’ operating in opposition

153. Differences in political systems, domestic challenges and policy traditions

1.6. The Historical Institutionalist approach

1.6.1. Linking the neo-institutionalist approach to the decline of the Keynesian paradigm

1.1. Introduction

This thesis deals with the ongoing policy change and organisational
transformation brought about by the British Labour Party (1979-97) and the
Sozialdemokratische Partei Deutschlands - SPD (1982-98) in a period of long-term
opposition. During this period the autonomy of the state came under considerable stress
and the capacity of the parties in government to make effective public policy choices was
significantly reduced. Forces of economic globalisation and innovations in information
technology have led to the loss of economic ‘boundary control’, initiating cross-national
policy change with convergence of public policies between parties of differing ideological
persuasion on the basis of a neo-liberal paradigm. In response, the state and within it
(governing) parties have increasingly responded to these challenges by changing their
policies, mainly by reducing state interventionist measures or ceasing to advocate such
solutions.

The processes of party policy change are to be investigated by analysing the
manner in which party political elites have gradually altered their ‘belief systems’ over
time, taking into account the specific conditions and restraints political parties (as mass
membership organisations) are under.' In other words, how did both “northern” European
social democratic parties - in opposition - solve their problem of achieving a functional

alignment of goals and structure, while engaging in an ongoing learning process in the

' The notion of ‘belief systems’ rather than ‘interests’ is chosen for this study. While interest models
presuppose the definition of a set of means and performance indicators necessary for goal attainment
(interests/goals), ‘beliefs’ are more inclusive and more verifiable. ‘Belief systems’ models can incorporate
self-/organisational interests allowing actors to establish goals in different ways (e.g. perceptions due to

12




presence of persistent uncertainty? Furthermore, can we draw wider conclusions from the
experiences of those two parties?

This thesis uses the example of both the development of labour market policies
(LMPs) in both parties to assess comparatively the institutional learning and processes of
policy change both ‘social democratic’ parties engaged in during their long period in
opposition. We than draw conclusions from the processes of transformation by looking at
how party actors have analysed and incorporated different ‘influence-components’ into
programmatic and organisational responses. The eventual aim is to understand how both
‘social democratic’ parties (in opposition) have been subject to differing ‘external’ national
and international as well as ‘internal’ influences (such as different intra-party challenges,
traditions, and party policy making processes) and how - in response - processes of policy

change have occurred.

In Chapter 2 we assess the exogenous shocks in social and political conditions in
the form of increasing state budgetary problems; the rising challenge of high
unemployment; changing economic conditions (Europeanisation, globalisation, the rise of
the multinationals and NIC’s; oil crisis; the decline in economic growth and
unsustainability of the previous expansion of welfare states) that altered dramatically the
socio-economic landscape and deprived social democratic parties of their Keynesian-
inspired economic policy foundations. As a result, their traditional programmes had been

deprived of a substantial set of (nation-based) policy solutions.

In Chapter 3 we investigate the “internal context’ (national operational conditions,
agenda’s, strategies and choices) in which both parties had to place their LMP
development. Here, we assess, if the Labour Party and the SPD also suffered under the
structural disadvantage of being in opposition, i.e. if it can be claimed that they were
deprived of substantial governmental (civil service) resources, up-to-date data and the
pressures of having to adopt pragmatic and financially sound policy positions that the
public would view as realistically implementable once in office. At the same time, we

focus on the changing role of policy presentation, policy communication and the use of

socialisation), making it more inclusive. (Sabatier, Paul A. - ‘An advocacy coalition framework of policy
change and the role of policy-orientated learning’, Policy Sciences, 21, 1988, p 142)
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the media. Furthermore, both parties encountered differing national political systems, and

to their electoral disadvantage - changes in the social composition of the electorate.

In Chapter 4, we look at the experience in both parties of substantial degrees of
institutional path dependency in their policy development outlooks that inevitably
hindered a swift switch of economic paradigm by party actors. Furthermore, we discuss, if
this led in turn to a situation in which the parties felt unable to modernise traditional
Keynesian-led economic policy approaches that remained initially a fundamental part of
their ideological framework. In other words, did actors encounter severe problems when
considering a shift in the party’s economic paradigm, and hence continued to develop - in
an incremental and rational manner - policies that were based on traditional institutional
rules and operating procedures.

Chapters 5 and 6 deal specifically with the parallel search for credible new labour
market policies and considers traditional pathways; their eventual amendment; and the
agenda setting by conservative governments as well as both parties' responses and policy
review processes. Both parties' organisational and policy transformation is, furthermore,
compared and conclusions are drawn from the SPD's and Labour Party policy actors'
evaluation of their parties' policy changes. These chapters deal, furthermore, with the

reform of Labour’s and the SPD’s internal procedures and policy-making processes.

In Chapters 7 and 8 we develop and use the tool of a labour market policy
framework for the content analysis of the parties programmatic developments in order to
assess both parties paradigmatic development of economic policies during the period of
investigation. We then apply qualitative data to analyse and explain the policy
developments that have taken place in this area. Here, the aim is to show the role
paradigms played within the process of parties' making policy choices and deciding upon
their political strategy.?

2 Paradigms are used in this study as frameworks containing explicit statements on perceived concepts of
thought and theories. They entail a multitude of commitments to preferred types of instrumentation and to the
ways in which accepted instruments may legitimately be employed. Often institutional rules derive from
paradigms, but paradigms can guide (research) even in the absence of rules. (Kuhn, Thomas S. - The structure
of Scientific Revolutions, The University of Chicago Press, London 1962 [1968], p 40). Paradigms set the
limits of action, the boundaries of acceptable inquiry and maintain criteria for the finding of problem
solutions. Inevitably, policy-makers may face the problem of being unable to perceive and consider possible
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Overall, this thesis focuses on the question, if the continued application of a party
paradigm offers part of the explanation why both parties faced long-term electoral failure,
and if the eventual overall shift in economic paradigm - leading to a substantial degree of
policy convergence in both parties LMPs - can be held responsible for both parties

eventual revival in electoral fortunes?

Research approach

A. Investigate the environmental context and challenges for social democratic parties.

B. The assessment of the programmatic change with quantitative and qualitative research tools
(using the example of LMPs).

C. The coding of party policy documents allows their quantitative content analysis, which can be
added to the evidence drawn from the used common and grey literatures as well as the
interviews, conducted with party actors.

D. The investigation of institutional constraints on rational party actors in order to enhance the
understanding of social democratic party policy choices.

E. The assessment of the question if the crises of the Keynesian paradigm led to exceptional
difficulties for social democratic party actors as they tried to adapt to a changed environment
and amend traditional policy paths.

F. TIs it possible to generalise about the development and changes of LMP-making over time by
both social democratic parties?

G. The comparative analysis of programmatic choices and organisational changes, and the
significance of their role played in the revival of the Labour Party’s and SPD’s electoral
fortunes.

1.2. Hypotheses

This thesis tests the convergence hypothesis that, although the political and
institutional cultures of ‘social democratic’ parties and agents differ(ed) substantially
between the UK and Germany, the experience of similar ‘outside’ factors (such as the
internationalisation of the economy) as well as specific differing ‘inside’ factors (such as

operational difference in the domestic political systems) led to the British Labour Party

problems or solutions, which lie beyond their own paradigm defined horizon. (Chilcote, Ronald H. - Theories
of Comparative Politics, Westview Press, (2™ ed), Oxford, 1994, p 58) In regards to policies makes, Fritz
Scharpf has described paradigm rightly as “are operating within institutional settings in which they are much
less free in their actions than autonomous individuals might be. They are themselves likely to be constituted
by institutional norms that not only define their competencies and other action resources but that also specify
particular purposes and shape the associated cognitive orientations.” (Scharpf, Fritz - Games actors play -
Actor Centred Institutionalism, Westview Press, Oxford, 1997, p 12).
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and the SPD’s increasing development of economic policies along similar lines (during
their long-term spell in opposition) in the 1980s and 90s. In fact, the parties’ strategic
decisions and their policy-making processes enable us to establish similar overall patterns
of “social democratic’ (opposition) party response behaviour. The formulation of changing
labour market policies (LMPs) proposed by both parties can be used to illustrate the

impact this behaviour has had over both parties” processes of policy change.

Even more significant is the fact that both social democratic parties moved at a
similar moment in time towards the adoption of an increasingly neo-liberal (labour
market) policy prescriptive economic policy paradigm. This development process was
already clearly indicated by both parties incremental expression of LMP changes since the
mid-1980s, but gained momentum that led to an overall change of paradigm and hence
overall policy approach by the mid-1990s. In fact, a similarly (ten year) delayed shift in
economic policy paradigm (compared to their Conservative party rivals) from a
Keynesian-led to neo-liberal dominated policy paradigm can be detected among both
parties that can be explained by actors' similarly ‘path-dependent’ application of.a
‘strongly institutionalised’ (social democratic) Keynesian-led policy paradigm that
prescribed the parties' labour market policy choices. (Chapter 4)

Furthermore, the remaining substantial traditional differences between party
institutions and policy making processes, which could have been expected to have led to a
consistently larger range of varying party policy approaches were significantly
overwritten by the greater picture of social democratic parties having to re-orientate their
common policy approaches (and paradigms) according to the requirements of the
substantial change experienced in political and economic circumstances. In fact, the effects
of the policy reviews undertaken by both parties since 1979/1982 point towards a dilution
of the traditional social democratic model and are an adjustment to constrained

circumstances rather than a renewal of the model.?

? Until their general election victories in 1997/98, the British and German Social Democrats continued to
perform weak during elections, even when they diluted their traditional policy model. Only when they
regained the ability to deliver strong and credible policy visions (even if predominantly neo-liberal and
increasingly similar to their political party opponents) did their electoral fortunes change. This was even more
so the case when they were able to offer policies that addressed the question of unemployment. In fact, as
soon as the electorate believed that specific policies were the best possible attempt to cut unemployment, both
parties were electorally successful, which also shows that election commitments and programmes of political
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1.3. Research Aims

The comparative component of the study and the time period under investigation
will document the degree of the possible emergence of cross-national policy formation
patterns independently of party rules, procedures and institutional design.

Transnational differences in work and welfare arrangements range from minor
variations in official definitions to deep-seated and long-lasting contrasts of historical
formation, social philosophy, and institutional design. The comparative character of the
study offers a useful insight into the degree to which ‘internal’ and ‘external’ factors
determined the most recent development of ‘social democratic’ thought and policy
positions.

Furthermore, this research adds to the ‘party systems’ literature by attempting to
distinguish more clearly between the institutional and rational factors that determine
party policy-making outcomes. Some useful insights into the nature of “social democratic’
party policy development in pre-governmental 1997/98 opposition can be drawn in
particular in response to the re-emerging challenge of unemployment. Furthermore,
processes of policy convergence are identified, which show that the growing dominance
of the external environmental conditions takes place at the expense of historical

institutional ‘centrifugal’ tendencies.

Finally, parties and their changing political appeals are best studied on a
comparative cross-national scale, as the basis for judgement must be relative rather than
absolute. A cross-national research approach is far better able to shed light on questions
such as have parties made use of the entire range of strategies available and have they
utilised appeals used by their social democratic sister parties? Which are the significant
policy areas and what is the degree of cross-national congruity? What are the national
factors influencing parties’ choices? Is the search for new policy approaches such as the
‘Third Way’ and ‘Neue Mitte’ an attempt by parties to re-define an ideological base for
policy making which offers a framework that can be fitted around their increasingly

pragmatically orientated policy outlook?

parties are more significant than many observers believe. In other words, only when social democratic parties
were able to portray themselves as confident and competent were they able to dominate the programmatic
policy agenda and be electorally successful. Additional aspects, such as policy presentation, communication
and the use of the media will also be looked at in greater debts in the Chapters 3 and 6.
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1.4. The quantitative and qualitative approach to policy analysis

The general strategy of investigation is based on an ‘embedded’ (multiple units of
analysis) as well as ‘multiple-case design’ approach as specified by Robert K. Yin.* Hence,
the study of the programmatic developments in the area of labour market policy involves
more than one unit of analysis. Within the single (although wide) policy area chosen for
the case study, attention is given to a substantial range of sub-units.

It is necessary to focus on the parties’ organisations as a whole, while recognising
the importance of several intermediary units. At each level of analysis, different data
collection techniques will be used, namely programmatic content analysis,’ statistical data
analysis and elite interviewing.

This ‘embedded’ design has the advantage of allowing the investigation of sub-
units, while also dealing with the larger institutional unit. This allows us to remain
focused on the phenomenon of party actors’ changes in beliefs and interests (party policy-
making behaviour) while not neglecting the case (LMPs) and context (historical
dimension) of the study.’

Several strata of information have been used to combine analytical and empirical
evidence - using both quantitative (statistical) data® (Chapters 7 and 8) as well as the
historical analysis of the Labour Party and SPD’s policy development processes

throughout their period in opposition (Chapters 2, 3, 5 and 6).

* Yin, Robert K. - Case Study Research, Sage Publications, London, 1984, p 46

* Based on party manifestos or platforms, defined as the recognisable statement of policy, which has the
backing of the leadership as the authoritative definition of party policy (see: Chapters 7 and 8 on programme
and manifesto analysis).

¢ The study of institutional party behaviour includes interviews with individual party actors/functionaries as a
sub-unit of study.

In order to evaluate actors perceptions of change, interviews with both parties past and present actors were
held which focused on seven areas. First, actors were asked about their evaluation of newly applied LMPs
and the way they perceived the process of policy change; secondly about the impact of party institutional
specific developments over time; and thirdly how and if they (personally) experienced changes in believes
and opinions. A fourth area of inquiry was concerned with their own role and specific events which took
place during their tenure in (influential or observant) party positions; a fifth set of questions inquired about
what they believed to have been the main factors that led to policy change within their parties; following on
from this they were then asked about their evaluation of the changes within party programmes and their
causes; and finally actors were invited to express what future LMP trends they expected from their parties.

7 As suggested by Yin, Robert K. - Case Study Research, Sage Publications, London, 1984, p 50

® Quantitative (statistical) evidence has been collected with the help of a especially developed labour market
policy framework to enable the statistical multi-lingual comparison of parties policy pledges expressed in
party manifesto’s and major mid-term statements over time.
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While looking at a single policy area, it is important that the research design
enables the assessment of multiple sub-cases of policy that fall within the LMP area. This
makes this approach unusual, as it is assumed - for the comparative component - that
policy preferences of both parties may overlap, i.e. the aggregation of policy approaches
are viewed as a whole in order to deal with the labour market and tackle unemployment.
However, as much as assessing the single policy outcomes and explanations behind it,
multiple-sub cases of policy-making can only be compared loosely when considering
actors’ intentions and policy contents, as their contextual circumstances are of similar
significance.

This thesis will consider agency, institutions and structure. Competing narratives
are assessed and drawn from several theoretical approaches while evaluating which one is
most helpful and least instructive. Policy decisions of political parties are bound by certain
organisational rules. Party rules that were introduced by actors to guide and safeguard
decision-making and recognise contextual factors (e.g. environmental change) beyond the
control of single actors short-term considerations. However the role of individual

(rational) actors cannot be ignored.

In order to simplify the research focus, a variety of factors influencing the policy
formation process of political parties in opposition must first of all be identified and
grouped. As shown in table (1.1), it is the intend to go beyond the stage of analysing
policy change as a function of political parties consisting of input, black box, output and
feedback factors. Instead, to gain useful results, different factors and theoretical
approaches are identified to explain and evaluate outcomes of party policy-making.

The number of factors listed in the generalised model of the “policy change
function of political parties” are not fixed and their significance and role varies depending
on the individual party structures, the distinctive political environment and above all the
specific policy area under investigation (1). For the purpose of this study, the factors of
motivation (2) and policy making (3) are chosen to be at the heart of the research focus
when explaining the process of LMP change. From this follows the choice of theory
applied in the analysis in order to gain an improved understanding of the programmatic
policy outcome (4) over time. At the same time, the eventual policy outcome (4) produces

feedbacks on motivation (2) as well as policy-making process (3) for the next ‘round’ of
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policy change in a continuous process of parties' re-balancing the various and constantly
changing interests, factions and influence components within their institutions while
responding to the continuously changing ‘external’ and ‘internal’ environmental and

policy contexts (1).

For this thesis, an approach that contains the quantitative and qualitative analysis
of policy programme content has been chosen to document and assess the development of
LMPs by the Labour Party and the SPD.

(1) The guantitative approach: Quantitative (statistical) evidence has been collected with

the help of an especially developed labour market policy framework to enable the
statistical multi-lingual comparison and analysis of parties policy pledges expressed in
party manifesto’s and major mid-term statements over time.

(2) The qualitative component in form of commonly used empirical research tools:

Programme analysis, literature, party documents and interviews with policy actors have
been used to assess the processes involved in the LMP-formation of the Labour Party and
the SPD and supplement quantitative findings. This means, that LMP-making will be
brought into a greater overall context, recognising the overall party behaviour patterns
and policy development as well as changing inner-party structures and contextual

environmental economic and political conditions.

The policy change function of political parties in opposition
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During the thirty post-war years of economic growth (1945-1975) the problem of
unemployment seemed to have been diminished and contained with the help of
Keynesian economic policy, a policy approach that is often understood as the embodiment
of the post-war “social democratic’ model of managed capitalism.” Keynesianism unified
social democratic revisionist theory and practice creating the conditions that enabled the
parties to enact their principal policy ideas of freedom, social justice and equality more
effectively than ever.

Therefore a “strong link” can be established between LMPs advocated by social
democratic parties and Keynesianism (even if the actual degree of Keynesian-led policies
applied varied substantially between different countries). Furthermore, the evaluation of
the responses of policy-makers to the challenges to established welfare states and labour
market policies is critical for evaluating the currently widely held thesis that rapid and
inexorable social, economic and political strategic change is undermining the viability of
distinctive welfare regimes. (Martin 1996, Pierson 1997) Here, comparative policy analysis
is essential, as the extent to which ‘similar’ parties remain capable of adopting distinctive
policies or show tendencies towards convergence reveal an insight on how causal
mechanisms generate continuity of change in party policy choices over time.

Here, the development and changes in labour market policy positions offer an
insight to the validity of arguments about the effects of globalisation on policy-makers’ as
the pressures for convergence in this area can be expected to have been particularly

intense.

1.5.1. The quantitative and qualitative approach to policy analysis
For this thesis, the analysis of policy programme content has been chosen to assess

the development of LMPs by the Labour Party and the SPD.

° Keynesianism and Keynesian-style policies are notions used in this thesis as a generalising concept that
combines the substantial intervention of the state into economic processes, with the Keynesian paradigm
being based on the main aspects of John Maynard Keynes 'General Theory of employment, interest and
money' (1936). In short, at the heart of the Keynesianism paradigm lies the concept of balancing aggregate
demand and supply as a concept of macroeconomic analysis. Furthermore, it entails the provision of an
alternative rationale for active government management of the economy to the ‘classical’ neo-liberal view
that the market economy functions best when free from state intervention. Furthermore, the Keynesian
paradigm includes a particular set of policy prescription often referred to as ‘counter-cyclical demand
management’. This means, for example, that during recession Keynesianism advocates active fiscal state
policies such as increasing public spending, tax reductions or public works financed by budgetary deficit in
order to revive the economy with extra investment and demand. See also 4.1.1. and 4.5.1.

22



Since the party archives for the period analysed remained inaccessible (20 year
rule), the research relied on semi-archival sources such as published and unpublished
party documents, "grey" literature (e.g. internal party working papers), the analysis of
party events in the academic literature, newspaper reports, speeches and public
statements of political actors as well as numerous interviews with leading party actors
and observers during the period of investigation.

Political actors’ perceptions of events and their explanations of policy changes,
actors’ stated beliefs, intentions, and motives have been taken seriously in this study as
party functionaries are not just expected to have acted within their party position, but also
(and probably more importantly) as ’répresentatives’ of their own perceptions. Interviews
have also been a very useful source of information as - in the nature of parties - many
discussions among actors take place informally or without any written trace to constitute
evidence.

Limitations governed by the official requirements of the size and structure of the
thesis have meant that only excerpts from various interviews and documents collected
have been used. In fact, most of the interviews have been used as evidence for, or
illustration of an argument, recognising the pitfalls of actors occasionally distorted
perceptions, opinions and memories of past events and motivations. Hence, every attempt
has been made to cross-check actors' memories and statements with other documentation

and literature.'

Most importantly, however, a coding frame has been designed to cover (although
not exclusively) the most common micro-economic LMP initiatives and measures
intended (directly or indirectly) to improve the functioning of the labour market. The
frame divides, standardises and refines various LMPs advocated by the SPD and Labour
Party since 1979/1980. It expands on previous work undertaken by the European
Consortium for Political Research - Manifesto Research Group (MRG) (Budge et al 1987)
to design instruments to facilitate the comparative use of party manifestos and/or

platforms to gain an authoritative definition of party policy.

'° Interviews with SPD party actors' were conducted in German (see Appendix II). Quotations from
interviews as well as citations from written German sources have been translated into English by the author.
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