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Introduction

The aim of this conference is to explore social pacts as a mechanism for constructing a more inclusive system of social protection in Latin America.  

I am going to begin by discussing “social pacts” as metaphor, a metaphor that comes bundled with closely related terms such as the “social partners” and “tripartism”.   Such terms are common currency in everyday political discourse in the corporatist democracies that developed in northern Europe after 194 and they have become more familiar in Italy, Spain, Portugal and Ireland since the 1990s.  But these metaphors are virtually unknown in the pluralist democracies of the Anglo-Saxon world. When I introduce terms such as social pacts or the social partners to my North American students, I am met with incomprehension and blank stares.  

Social reformers in pluralist democracies like Canada and the US often look enviously at the corporatist arrangements of northern Europe since the latter have proven so much more effective at containing wage inequality in the labour market and expanding national systems of social protection. 

However, since I live in a world where corporatist-style social pacts are historically improbable at the moment,    my aim is to see what lessons, if any, might be transferrable from the corporatist world of northern Europe to my world.  I will leave it to you to judge whether any of these lessons are transferable to the Latin American context.

I will argue that when we explore the political mechanisms that underlie the creation of corporatist social pacts –what Silja Hausermann (2010) calls “coalition engineering” – these corporatist and pluralist pathways toward the expansion of social rights have more in common than first meets the eye.  

Effective coalition engineering underpinned President Roosevelt’s New Deal and President Johnson’s civil rights revolution in the US in much the same way that Gosta Rehn and Rudolf Meidner’s coalition engineering underpinned welfare state reforms in postwar Sweden. 

Virtually all social pacts require trade-offs between what is socially desirable and what is politically feasible within a given historical context.  As a result, social pacts expand the boundaries of social inclusion but, as often as not, simultaneously produce new boundaries of social exclusion.  As a result, no social pact is forever. Social pacts eventually become exhausted and require recalibration.  Hence, coalition engineers must be alert and constantly chasing a moving target.
Corporatist vs. Pluralist Systems
of Interest Representation

 A computer search on the phrase “social pacts” will quickly return thousands of references almost exclusively devoted to European versions of corporatism or neo-corporatism.  

Avdagic (2011:25)  defines  corporatist style social pact as  “publicly announced formal policy contracts between the government and social partners over income, labour market or welfare policies that identify explicitly policy issues and targets , means to achieve them, and the tasks and responsibilities to achieve them.”   The “social partners” refer to peak associations of business and labour.  

“Social pacts,” then, refer to negotiated agreements between peak organizations of business and labour, on the one hand, and government, on the other.  As Streeck and Kenworthy (2005: 450) summarize, corporatist interest organization “... differs from its pluralist counterpart in that collective interests are organized in few rather than many organizations... and centralized and broadly based instead of specialized and fragmented.”  

Corporatist social pacts require the upward delegation of authority from lower to higher level units – to peak organizations of business and labour – and delegation downward of public functions and state authority to private interest organizations. Both the upward and downward delegation of authority required for making social pacts are extremely rare in pluralist democracies. 

In the postwar decades, the first focus of corporatist social pacts was the labour market.  In the context of social democratic commitments to maintain full employment, the bargaining power of labour in wage settlements was very strong. Both business and governments were fearful  that wage pressure would generate inflation so they were prepared to negotiate and make trade-offs in exchange for wage restraint on the part of unions.  Labour in turn sought guarantees of job security and income security when spells of unemployment or illness occurred and during their retirement years. A major upshot of negotiated wage pacts is greater wage equality by eliminating the wage differentials produced when wages are negotiated at the firm level or between individual workers and their employers (Wallerstein 1999). 

Corporatist social pacts, however, are not limited to the labour market.  Tripartite corporatist pacts involve three-cornered negotiations between business, labour, and the state so there are strong spillover effects into the sphere of public policy.  A typical political exchange, for example,  might involve an offer of wage restraint by labour in return for better state pensions or other social benefits.   A generation of research has demonstrated that social rights and social spending are considerably more expansive where corporatism prevails (Hicks and Kenworthy 1998)

In recent decades, winning the consent of the social partners, and especially of labour, in an age of retrenchment and recalibration of the welfare state is especially important. Corporatist traditions make it difficult for governments to make reforms unilaterally, on the one hand; but, on the other, when the social partners consent, they provide governments with political legitimacy for unpopular policy adjustments. 

Corporatism, depends on political incentives and regulation to make interest groups cooperate with public purpose (Streeck and Kenworthy 2005:448).  Peak organizations not only share in the making of binding economic and political decisions but also in their implementation. In exchange, peak organizations assume responsibility for the compliance of their members with public policies. 

Interest group politics under pluralism, in contrast, are based on free competition among a wide variety of organizations, economic, political and social.  Relations between representative economic, political and social groups are not only competitive but often adversarial.  Competition over policy priorities is perceived as a zero-sum game – you win, I lose. 

Creating cooperative political alliances even in the same sector can be difficult.  Business interests are often divided along industry lines or between small and large firms. Groups lobbying for health care reform compete for both policy attention and financial resources with groups lobbying for better housing.  In corporatist systems, in contrast, selected peak organizations enjoy a representational monopoly and subsume these interests.  Since peak organizations must speak with one voice, conflicting interests within sectors must be resolved internally. 

Under pluralism, organized interests are tamed, at least in theory, by market-like competition in the political arena.  According to the theory, competition among  interest groups precludes the dominance of any single interest group such as big business or organized labour in part because all interest groups are beset by cross-cutting cleavages among the electorate, cleavages based on economic sector, region, ethnicity, religion, age, and other divisions.  

The theoretically expected, and hoped for, result is a democratic balance of power and political influence. The erosion of that balance is always cause for concern.  The current debate in the U.S. over the inequality surge – the rise of the top 1% -- is being driven in large part by concerns over the future of democracy in America – the fear that the US has drifted toward plutocracy and rule by the rich. 
From Social Pacts to Coalition Engineering

The simple dichotomy between business and labour at the heart of corporatist model conceals the complex and dynamic character of the political alliances, both within and between classes,  embedded in corporatist social pacts. Labour and capital are not homogeneous entities.  Industrial and craft workers, public and private sector workers, skilled and unskilled workers have different life situations and often competing interests. Religious, linguistic racial and ethnic cleavages are common.  The interests of employers also differ --  across industrial sectors, between large and small enterprises, and between labour-intensive and capital intensive firms.  

Before peak organizations of business and labour are able to play a representational role in the political process, coalitions must be forged requiring negotiated settlements across actual and potential lines of division. To use Silja Hausermann’ s (2010) language, before social pacts can be made coalitions across these divisions must be engineered by coalitional entrepreneurs.  

When I shift from the language of “social partners” to the language of “coalition engineering,”  the “social pact”  metaphor becomes less strange to my North American audience.  The scales fall away from their eyes. 

Coalition building is about reshaping power relations and creating new channels of political influence.  Any student of American or Canadian history is familiar with rise and fall of political coalitions in the development of national social policy reform.  Roosevelt’s New Deal was due to a coalition forged between northern liberal Democrats and southern conservative Democrats bent on maintaining the South’s racial hierarchy (Quadagno 1988), an example to which I return shortly.  

In Canada, the pro-welfare state turn of in the early postwar years was the result of the electoral threat posed by a new left-leaning party based on a coalition between industrial workers in central Canada and farmers in Western Canada.  Canada’s big moment of welfare state reform and the production of new social rights came in the 1960s.  Social programs were the result of a coalition forged across regions with very different economic interests and between provinces with a long history of exercising primacy in the making of social policy  (Banting 2005). The expansion of social rights was part of a larger exercise in nation-building. 

Coalition engineering, of course, is not just the prerogative of pro-welfare state advocates.   Ronald Reagan’s political success was achieved in large measure by forging a new coalition between business elites and white workers alienated from their Democratic roots by President Johnson’s civil rights legislation of the 1960s.  In the current period, in contrast, the rising importance of the Latino vote has generated new cleavages in this Republican coalition around the issue of immigration reform.   

Coalition building is about reshaping power relations and creating new channels of political influence.  Political democracy creates the possibility for the many to gain political influence. The institution of private property, however, biases electoral competition in favor of those with property for the simple reason that electoral constituencies are large and elections are costly as a result.  For persons of modest means, the only compensating power resource is their numbers.  Coalition building is necessary to convert the democratic potential inherent in large numbers, as opposed to large banks accounts, into political influence and legislative reform.

However, social pacts underpinned by new coalitions can create not only new solidarities but also new forms of social exclusion. The north- south coalition that produced the US New Deal was only made possible by the exclusion of most southern blacks.  Social Security pensions, for example, covered most of the labour force but excluded agricultural and domestic workers, the main source of employment for African-Americans in the South.  Similarly, postwar social pacts in Continental Europe were largely confined to labour market insiders -- regularly employed male heads of households -- and excluded the atypically employed and the non-employed, including most women As we shall see, these early exclusions returned to haunt policy-makers and coalition builders decades later. 
Three Lessons for Aspiring Coalition Engineers

According to T.H. Marshall (1964), the 20th century brought a new moment in the expansion of democratic citizenship.  Social rights of protection from economic insecurity were added to the civil rights and political rights won by earlier generations.  The making of new social rights, however, has always been politically messy,  requiring the creation of new coalitions among historically divided societies.   From my own reading of history I want to share three lessons I have learned about effective coalition engineering. 

Trade-offs and The Search for Positive-Sum solutions 

 First, coalition building and the making of social pacts require trade-offs.   The implication is that all parties may have to forsake their “first best” or optimal policy solution and be prepared to accept “second best” solutions.  

The division between the revolutionary left and the social democratic left in early 20th century Europe was precisely of this nature.  For the revolutionary left,  the willingness of social democrats to enter the fray of parliamentary democracy and, later, to cooperate with capital to create corporatist social pacts, were class compromises that simply served to enhance capitalist hegemony.  For the revolutionary left, class compromises were seen “...as one-sided capitulations rather than mutual bargains embodying mutual concessions” (Wright 2000: 957).  Social democrats, in contrast, saw the possibility of non-zero-sum outcomes, a game in which both parties could improve their position through mutual cooperation. Gosta Rehn and Rudolf Meidner, the designers of the so-called Swedish model, were perhaps the greatest coalitional engineers of the 20th century.  They were unrelenting in their search for positive-sum trade-offs, not just between business and labour, but also between farmers and factory workers,  between the less skilled and the better educated, young and old, and men and women. In response to the criticism that finding positive-sum solutions is all very well for small, homogeneous societies like Sweden, Rehn was unforgiving in his reply:  “If it is more difficult to find solutions in your country, I guess you will just have to work harder.”

Distinguishing between the Socially Desirable and
the Politically Feasible

The second lesson is more or less a corollary of the first.  Coalitional engineers must have the ability to recognize the difference between the normatively desirable (the politics of the first best) and the historically feasible (the politics of the second best).  

A philosopher in ancient Rome may have concluded that formally free labour would be a desirable alternative to slavery. But faced with the fact that abolishing slavery was an historical impossibility at the moment, she might accept second-best solutions that enhanced the well-being of slaves recognizing, as Marcus Aurelius did, that restricting the rights of slave-owners to execute their slaves was transformative of the master-slave relationship.  In our own era, equal rights legislation has not eliminated patriarchy or racism but has been transformative of gender and race relations. 

The Limited Time Horizon of Social Pacts

Coalitions and the social pacts they produce may endure for a while but no social pact endures forever.  This is partially due to the exclusionary character of existing pacts and partially because social and economic structures are always changing. 

 Exclusion of African-Americans from the New Deal coalition in the 1930s returned with a vengeance to divide American society in the 1960s. 

 The exclusion of the non-employed from continental European social pacts was functional under conditions of full employment and the male breadwinner family model of the 1950s and 1960s.  But these exclusions began to erode those same social pacts as unemployment, female employment and atypical employment began to surge from the 1970s onward, creating new social needs that postwar designs were ill-prepared to meet.  

The transition to a service economy has led to rising demand for high skill employment leaving the less educated faced with a lifetime of low wage employment. The massive entry of women to the labour market and growing family instability have left families faced with a caring crisis with respect to both the young and the old. Welfare states designed by men with mostly men in mind are not up to meeting mounting demands for gender equality. 

When coalition builders rest on the laurels of their past successes, the result is policy drift, a generalized failure by policy-makers to adjust in the face of new social risks.  The danger is that old social pacts  mirror a society that no longer exists  (Esping-Andersen 1996:5).
New Challenges in the 21st Century

The 20th century was an era of democratic expansion in the affluent democracies. New social rights in the areas of health care, education and income support have been accumulating.  In recent decades, the neo-liberal turn in economic thinking and slower economic growth means policy-makers both inside and outside of government find it more difficult to forge new coalitions and recalibrate welfare states to meet new social risks. Despite Gosta Rehn’s optimism that positive-sum solutions are always available, the politics of austerity have made them more difficult to find. Retrenchment as well as recalibration have been on the agenda for several decades now. 

Despite occasional backsliding, however, it is hard to imagine a return to the status quo of 1900, 1950 or even 1975.  The welfare states constructed in the age of high industrialism in the affluent democracies are in need of  recalibration.  The challenge for political leaders both inside and outside of government, as always, is to engineer a parallel recalibration of the political coalitions required to move us forward.  

Political democracy makes forward movement possible by providing opportunities for civil society actors to create bonds and alliances across the cleavages that divide us.  Effective coalition engineering in the pursuit of more inclusive social rights converts these democratic possibilities into social democratic probabilities. 

 History has not come to an end.  As Martin Luther King reminded us:  “The moral arc of the universe is long, but it bends toward justice.”    
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