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Abstract

In its present attempts to construct a transnational European welfare state, the European union defines social policy as a productive factor, a prerequisite for economic growth and efficiency and a European competitive edge in a global economy. This outlook on social policy as a productive factor is emphasised as something distinctly European and fundamentally different from American conceptualisations of social policy as a cost. European measures to promote employability and ‘social investment’ are thus not the workfare of the American model. This evokes an image of the European welfare state as built on the capacity to link the processes of economic progress and social modernisation - efficiency and solidarity - an image that is strengthened through representations of the American liberal market economy as the antithesis of Social Europe. 

This paper explores the concept and metaphor of ‘productive social policies’ in its manifold European, and American, interpretations. With this concept as its point of departure, the paper will thus address the shifting discourses on the role of social policy for economic and national efficiency in processes of welfare state formation in Europe and the US from the Social question of the mid 19th century to the contemporary formation of the European social dimension. The transatlantic moment at the turn of the century will be contrasted to the emergence of two seemingly diametrical understandings of efficiency and solidarity, and the European interpretation of productivism as a value of solidarity and citizenship radically different from workfare will be put in critical light.  
Introduction

In the European Union’s effort to establish a social dimension following the Amsterdam Treaty and the Lisbon and Nice councils, social policy is defined as a ‘productive factor’; a prerequisite for economic growth and efficiency, and even the European ”competitive edge” in the global economy. A fundamental aspect of European social policies is said to be the status of social policy as economic policy, creating “virtuous circles” of economic dynamism and social cohesion in interplay with other sides of European integration, the Monetary Union and the Employment Strategy.
  

In this contemporary political discourse, the idea of social policy as something productive is emphasized as distinctly European. The message is that in Europe, social policy is seen as a productive investment into human resources, in contrast to how, in the antithesis of Social Europe – the American liberal market economy – social policy is regarded as a cost necessary to mollify the spill over effects of the market. In this context, concepts like ‘social investment’ and ‘productive social policies’ are metaphors that distinguish European measures to promote employability from the workfare of the American model and represent them as something uniquely social and distinctly European, deeply rooted in European history and European values of social justice and solidarity.  

Because this productivity discourse on social policy defines social rights as integral to market capitalism and growth, it evokes an image of Europe based upon economic progress and social modernization as processes hand-in-hand. In this sense the social policy discourse of the European Union reinvents a historical European welfare state defined by a high degree of interaction between economic and social policy, where social welfare objectives occupied a prominent position in economic policies whereas social policies had a distinct economic character as ‘activist’ or ‘productivist’. The very concept of ‘productive social policies’ illustrates this connection between the economic and the social. Its role in the construction of a European social dimension seems to be that of a guiding metaphor or a mobilizing concept, through which the EU hopes to create a common outlook on the role of social policy in the ongoing process of modernization of national welfare states and the parallel construction of a transnational European welfare state.  

This paper focuses on the historic origins and contexts of the concept of ‘productive social policies’ and its role in the process of welfare state formation.
 The concept has a long European tradition, emerging in the German discussions of the “social question” during the latter half of the 19th century, referring to the social costs of industrial capitalism and the benefits of social regulation. It fell out of grace in the wake of the oil crisis in the mid 1970’s and the preoccupation with economic productivity that followed in European societies. Currently, as addressed, we see its return in the social dimension. 

The ambition in this paper is to problematise the role of this European conceptualisation of social policy as a productive investment, in contrast to that of a cost in the process of welfare state formation in Europe and the US. This explains the paper’s focus on the formative moments in history following the social question at the mid 19th century and the gradual development from a ‘transatlantic’ social question to divergent reactions to social crisis and American “exceptionalism” from the 1930’s onwards. Second, the paper attempts to problematise this conceptualisation of social policy as something ‘productive’ from the perspective of social citizenship. The concept ‘productive social policies’ historically contains a variety of different (and differing) meanings in the history of the European welfare state, ranging in discursive setting from German Kathedersozialismus to Anthony Giddens’ idea of social investment. It follows that over time it has embodied very different ideas of the role of social intervention for the efficiency of capitalist societies and of the balance between the economic and the social in notions of progress.
 Intimately related to notions of efficiency and progress are the shifting historical meanings of solidarity and changing understandings of the relationship between community and individual, both in terms of the adjacent dichotomies rights-responsibilities and structure-individual in conceptualisations of social problems. In short, what kind of social contract does the concept ‘productive social policies’ denote in its historical contexts, what is its role in the process of welfare state formation in Europe and the US, and, taken as a key hole through which we may observe contemporary social policy discourse, what does the reinvented use of the concept in the European social dimension tell us about the ongoing renegotiation of social citizenship from the welfare state to the social investment state? 

‘Productive Social Policies’ and Social Citizenship

The metaphor ‘productive social policy’, or the definition of social policy as a productive investment, has powerful rhetorical value in political language, particularly by offering a basis of economic legitimacy for those in favour of social policy expansion. Likewise, the definition of social policy as a cost is a central argument for those who are not. ‘Productive’, ‘investment’, and ‘cost’ are therefore central metaphors in the discourses surrounding social policy. 

Some aspects of the metaphorical nature of the concept ‘productive social policies’ are worth considering for the sake of the following argument. First, its meaning is historically situated; it transforms over time and is contested by historical actors and social forces, and therefore embedded in changing discursive settings in the history of the welfare state. Second, the concept of productive social policies describes a metaphorical relationship between the economic and the social; between production and reproduction and between the macro level of national economic output and the micro level of individuals and households.
 Furthermore, inherent to the concept itself is a critique of (neo)classical economics. For present day economists, the concept ‘productive social policies’ is an oxymoron, because the productive effects of social policy cannot be measured or quantified within the framework of neoclassical economics. Thus, the concept rhetorically suggests that the productive effects of resources devoted to social policy can be compared to the productive effects of resources devoted to productive activities as conventionally understood.
 In this manner, the metaphor ‘productive social policies’ functions as a bridge between the social and the economic, describing interventions into the organisation of social resources as creating a surplus and leading to productive effects in economic as well as in social terms, and it was in this manner that the metaphor was once used in critique of ‘English economics’.

Indeed, modern social policies emerged in response to the dual challenge of creating a basic level of individual security and laying the foundation for the efficient organisation of production through the allocation of social resources. This duality in social policy lay at the heart of the welfare state as it developed in symbiosis with industrial society. In the following I suggest that this duality is linked to the idea of social crisis, in historical moments when the social foundations of industrial capitalism seemed threatened. The idea of social crisis is embedded in the concept of productive social policies, and the concept is related to such historical moments of crisis and the consequent interpretations of the necessity of state intervention to both reconstruct a social order and create the necessary preconditions for economic efficiency. Insofar, it is a conceptual expression of the “embeddedness” between the two spheres, and of the centrality of social intervention in what Peter Wagner has termed “organized modernity” (Polanyi, 2001; Wagner, 1995). 

This dual nature in the historical origin of modern social policies has some important implications for the way we think about social citizenship and the social contract. The tension between individual security and social solidarity on the one hand, and the collective interest of economic efficiency and individual productive participation on the other is often referred to as a Marshallian dichotomy between rights and responsibilities. In contemporary debate, critics of the ‘old’ welfare state point to its neglect of the responsibility side (the productive side) of the social contract (Giddens, 1998), whereas critics of welfare state restructuring point to the rise of responsibility and the corresponding demise of rights in contemporary political thinking (Levitas, 1998). Marshall himself saw the extension of social rights in the maturation of the welfare state as in a state of tension with the market and with market efficiency (Marshall, 1992).

In contrast to this emphasis on the tension in the social contract, from a historical perspective the concept of ‘productive social policy’ rather seemed to merge these two views and define social rights both as individual security and market efficiency, as it suggests a productive social contract between individual participation and social rights. The concept can thus be interpreted as an economic discursive defence of solidarity and individual security, advocating social rights with reference to their effects on economic efficiency. On the other hand, discourses on the productive role of social policy also withhold a conditionality in terms of their link to what is to be understood as productive participation and who the productive social citizen is. Quite clearly, solidarity in the form of productivist universalism in the Welfare state depended on the exclusion of the unproductive, those groups whose rights were historically far from universal but in various ways either subject to social control or indirectly tied to labour market dependency through a family relationship to the breadwinner (Lewis, 1997, Sainsbury, 2001). This directs our attention to what has historically been understood in terms of productive participation and to the varying ideas of the individual as a productive resource in the history of the welfare state, with variations not only between European and American traditions, but between the ‘worlds’ of welfare capitalism in the history of social policy within Europe. 

The Origins of a Concept – the Social Question and the Critique of the Economy 

The origin of West European social policies in the Social Question established a productivist discourse on social policy. In the German debate on social policy, following the formation of the Verein für Sozialpolitik and influenced by the Socialists of the Chair (the Kathedersozialisten or German historical school) social policy was identified as economic policy. 

The basis of these deeply conservative ideas was the understanding that economic efficiency demanded a level of social organisation. The emergence of modern social policies was at the heart of nation building and the concern with social resources as the fundamental economic resource of the nation-state. In German discourse this took the form of imperialist and neomercantilist ideas, whereas in Sweden the demographic ‘national disaster’ caused by large-scale emigration triggered demographic thought advocating social reform to counter effects of famine and poverty (Sommestad, 1998). The discursive framing of the Social question was thus intimately linked to the idea of national survival, and, as the Sozialfrage was increasingly rearticulated as an Arbeiterfrage towards the end of the nineteenth century, to the problem of maintaining the organic hierarchy of the nation state in the threat of a socialist revolution (Steinmetz, 1993). 

George Steinmetz has pointed to the rise of the term ‘Social’ in nineteenth century German discourse and its concern with the Social Question. The Social, he suggests, rose as a new conceptual sphere to signify a particular space between the Economy and the State; an inherently crisis ridden and chaotic space uncontrolled both by the invisible hand and political authority. The Social was not the civil society but rather the opposite of civil society. In German discourse, the civil society was a bellicose space, ruled by individual self-interest, economic rationality and destructive competition. In contrast, the Social was the sphere of the collective, a sphere that transcended individuality and was defined by the common good. Following Steinmetz, the Social rose in reaction to the idea of social crisis, of perceptions of social disorder that represented a threat to the existing structure of society; of the state; and of the capitalist economy; a threat that demanded intervention in the name of the common good – defined as national progress and efficiency (Steinmetz, 1993:2, 52, see also Donzelot, 1984). 

The idea of intervention as a solution to the social question stood in relation to the conceptualisation of the social as a distinctively social sphere, an effect of social organisation. The conceptual invention of the Social was linked to the rearticulation of social problems and poverty as processes beyond the control of the individual, namely economic transformations and industrialization. To advocates of social reform such as the historical relativist Gustav Schmoller or the conservative socialist Adolph Wagner, the “social question” was the distorted effect on the social organisation of free competition and the elusion of social responsibility in industrial capitalism (Grimmer Solem, 2003). Insofar as the relationship between the economic and the social was constructed as deeply antagonistic; the social was a consequential state to the economic, and the notion of social crisis stood against the idea of industrial progress (Steinmetz, 1993:65). In contrast, social reform was invented as a ‘prophylactic’, a preemptive intervention into the organisation of production to counteract the rising social costs that were equated with massive failure in efficiency. As a prophylactic, social policy was productive, an economic policy and not a philantropic selfhelp mechanism.
These productivist discourses on social policy were conceived upon a fundamental assumption of a link, disrupted by industrial capitalism, between the organisation of social life and economic efficiency. Social policy, in this framework, would reconstruct this link. The term ‘productive social policies’ was (in addition to being related to concepts such as the widely used term ‘social economy’ or Sozialökonomie) the conceptual expression of this idea of social policy’s intermediary role between the economic and the social.
 This corresponded to ideas of a link between the reproductive and the productive sphere, and the reproduction of social resources as an economic activity of central interest to nation building. In this way, discourses on productive social policies were directly concerned with reproduction, based on the observation that in industrial capitalism, there were no guarantees for the Darwinian principle of natural selection or efficient competition. The exhaustion of labour through the double burden of production and reproduction, in contrast to the privileged reproductive position of the upper classes, meant that the weakest individuals in society – those deriving income through investment and the work of others –were more likely to survive, leading to intolerable effects on efficiency. The solving of the social question was thus of fundamental importance for national economic survival, for the protection of the social order and for national competitiveness in the globalised economy of industrial states. This connotation to progress and national competitiveness is demonstrated by how German social insurance schemes were spotlighted as the pride of the nation in the world exhibitions of the industrialized nations in Chicago 1892, Brussels 1897 or Paris 1900 (Rodgers, 1998).

In consequence, these nineteenth century discourses on the productive aspects of social policy were little concerned with individual security or with the idea of solidarity (other than in a moral, fraternal and paternal, notion). Social policy was a kind of manpower policy, directed at the lower social strata of society, the objects of social policy. In the words of the Swedish economist Gustav Cassel, social policy was no “hot house” for weak plants but rather a question of providing a basic level of security enabling each individual to perform productively in the best interest of society (Cassel, 1902). Central to ideas of social rights was the identification of the individual as the productive resource of the nation state, an idea that (Wagner-Zimmerman 2004) became a basis for the renegotiation of the social contract from the local to the national level, linking individual productive participation and labour to the territory of the nation state. 

Atlantic Era Social Politics 

Importantly, the social question was, as Rodgers has discussed at length, a transatlantic question. Rodgers argues that the period from the mid 19th century up until the second world war was characterised by an atlantic moment, a “world of common referents”, where the social problems of London’s East End, New Yorks Lower East side and the black countries of Pittsburgh, Essen or Birmingham where constructed by philanthropists, policy makers and economists on both sides of the Atlantic as part of the same social problématique, following in the heels of industrial capitalism, and leading to ideas not of difference but of a commonly imagined future, following from similar responses to similar challenges (Rodgers 1998, p. 34). Atlantic era social politics originated, Rodgers argues, not in ‘Europe’, nor in ‘America’, but in the world of ideas floating back and forth between them. The new “language of reform economics” became a central part of this in-between world. From the 1870’s a stream of American students attended the seminars of Schmoller and Wagner in Germany. Later in the century, they went on to the London School of Economics to follow the Webb’s campaign against the British poor law (Rodgers 1998 p. 58, 85). Back in the US, Richard Ely founded the American Economic Association in 1885, and modelled it on the Verein fur Sozialpolitik. His outlook on economics followed the German critique of the Manchester school, “[Political economy] does not acknowledge laissez faire as an excuse for doing nothing while people starve, nor allow the all sufficiency of competition as a plea for grinding the poor” (Ely 1884, quoted in Rodgers 1998, p. 99). 

The ideas of Ely and Commons around ‘natural monopolies’ and social and labour market reform, have been described by Moss (1991) as a concern with the problem of how to internalise the externalised social costs in the economy. These ideas not only echo Wagner and Schmoller, but they also bring to mind the later ideas of for instance the Swedish socialist economist Gunnar Myrdal in the 1930’s, pleading for a rationally planned productive social policy (below). But there were important differences. First, while the social economists in Europe were brought into the webs of policy making from the late 19th century and became the enablers of the expanding social state, the American social economists were branded as ‘socialists’ and forced to take more subdued positions under the threat of losing their academic platforms and professorial chairs (Rodgers, p. 102, Moss, 1991). Secondly, the conceptualisation of the problem of social costs lead in a crucially different way. While, in Europe, the problem of social costs lead to a welfare étatiste discourse, particularly from the 1930’s onwards, that identified social policy as a public investment, Ely and Commons advocated internalisation by way of increased social responsibility of the corporate sphere, mutualism and insurance. Rodgers tells how, already at the Paris exhibition in 1900, the American social economy section displayed showcases of the ‘enlightened capitalism’ and social ethos of American companies, in the form of the employee restaurant of the Cleveland Hardware Company and private life insurance, whereas public housing was the pride of European showcases (Rodgers, 1991, p.17). Internalising externalised social costs, to the American progressive economists, was ultimately about getting the private to accept these costs, either through tax, legislation, insurance, or voluntarism; the right combination of which would become a red thread in American social policy history; but not through public investment or extensive regulation (Moss, 1991, Hacker, 2002, Katz, 1996 Skocpol, 1995).
 

New Deals: National Crisis, Social Rationalisation, and the Rise of a Productivist Welfare State in Europe

In contrast to how conservative and nationalist discourses addressed the Social Question, with the rise of socialist movements social policy became part of discourses questioning the social order. The idea of social policy as a means for economic efficiency became an incorporated element in English Fabianism, Swedish Functional socialism, and Austrian Marxism (Tilton, 1991; Karlsson, 2001). Whereas population economic ideas and Malthusianism were regarded with scepticism by socialists (most importantly for not addressing issues of class redistribution or the organisation of production), the concept of ‘productive social policies’ found resonance within labour movements, especially in Sweden, where the concept resurged during the 1930’s crisis (Andersson, 2003; Kulawik, 1993).  

In Sweden, crisis in terms of the social effects of the Depression and mass unemployment coincided with the “Population Question” and falling birth rates, and shaped a discourse on a social and national crisis (Hirdman, 2002). This discourse framed ideas of social intervention as a process of rationalisation of reproduction and the household sphere, based on the observation that the costs of reproduction and childbearing were unevenly organized among social classes (Myrdal-Myrdal, 1987). Just as labour markets and the wider organisation of production could be rationalized through the use of social regulation to yield higher levels of productivity, so the social sphere could and should be rationalized through the use of social policies such as family policies, all in the name of national efficiency. This notion of rationalisation was incorporated into the concept ‘productive social policy’.
  

In 1932 the socialist economist Gunnar Myrdal wrote that modern social policies were different from the old poor relief system in that they were investments and not costs. Modern social policies were productive because of their prophylactic and pre-emptive role, directed at the prevention of social problems in the social and economic body. In this way modern social policies stood in stark contrast to the poor relief system, to Myrdal the bourgeois society’s institutionalised destruction of social resources (Myrdal, 1932a). Myrdal has just got back from his first trip to the US, and in the following years he became a deep admirer of the New Deal, as the politics of the future. He developed his argument in a polemic article entitled “What is the Cost of Social Reform?” attacking the critique of social expenditure that came from the (old) Stockholm school. Against these demands for saving as the means out of crisis, Myrdal argued that social policy was not merely a question of redistribution, but of economic growth – aiming at increased national income. As such, wrote Myrdal, the conceptualisation of social policy as productive was of great strategic value to contemporary social democracy – an “element for a radicalisation of social reformism.” This provided a rhetorical defence of an expanding welfare state and strong argumentation against the liberal conceptualisation of social policy as a cost and a burden to productive resources (Myrdal, 1932b; Jonung, 1991).
  

The concept of productive social policy conformed perfectly to the ideological development of social democracy in the interwar period. Fundamentally oriented towards market efficiency, social democracy saw in social policy a means, not only for the provision of individual security and redistribution, but for the efficient organisation of production (Stephens, 1979; Ryner, 2002). 

Gösta Esping-Andersen has argued that to the Swedish social democratic party, this conception of social policy became a means of disputing the existence of an oppositional relationship between equality and efficiency. Instead this relationship was rearticulated in terms of a positive correlation, where solidarity and security did not diminish efficiency, they were its prerequisite (Esping-Andersen, 1985). This discursive linkage of social welfare and economic progress was also reflected in the concept of the Folkhem, taken up by social democracy in the late 1920’s as a unifying and nationalising central metaphor of the Swedish welfare state, embodying the idea of social democracy’s overall responsibility for national social and economic progress (Trägårdh, 2002:80).
 The rise of Keynesianism provided another impetus for this outlook on social policy. Within the Keynesian paradigm, social spending on the household was an investment in aggregate demand entity. As family policies were framed as investments in future social capital, entitlements for women and children were also linked to macro economic balance through the massive investments in public services. Unemployment insurance and welfare benefits were similarly conceptualised as alleviating expenses of the waste of social capital. 

This version of keynesianism, as social keynesianism, ultimately directed at the fulfilment of social priorities, differed, as Theda Skocpol and Margaret Weir have made clear, fundamentally from the form of “commercial keynesianism” that emerged from the American New Deal, that was primarily concerned with recreating macro economic stability and the conditions for business (Skocpol-Weir, 1985). The New Deal rested on the old foundation of relief, it failed to challenge the old distinction between the worthy and the unworthy poor or to establish a federal welfare state, and it continued to use residual welfare to regulate both labour markets and individual behaviour (Katz, 1996). Hence the New Deal in the US, despite its landwinnings in social reform, did not lay the foundations for a post war Beveridgean or productivist welfare state (Amenta, 1998). 

Swedish social democratic discourses on social policy, from the 1930’s onwards, included a productivist argument that stressed the productive aspect of solidarity and security while emphasizing the inefficiency of an unequal society and the costs of insecurity and social risk (Esping Andersen, 1985, Andersson, 2003). The concept of productive social policies thus became part of a socialist discourse addressing the reform of capitalist society through an expanding welfare state where ideas of productivity and efficiency merged with conceptions of solidarity, equality, and security. This alliance between economic growth and individual security was at the core of the social contract of the welfare state as it developed in the post war period. The Fordist welfare state was built around the understanding that economic and social progress were communicating vessels and objectives in harmony. Economic growth, on the one hand, seemed to provide ever increasing economic resources for expanding welfare and reduced social conflict to a question of the mere redistribution of increasing affluence, whereas the extension of social entitlements, on the other, also seemed to contribute to economic efficiency by bringing individuals and groups into productive participation. This idea of the interdependence between the economic and the social can be seen in the rise of international economic and social statistics, as the quantitative measures of economic and social progress, and national benchmarking, in the post-war era (Andersson, 2003; Wagner, 1990).

On the national level, welfare states differed substantially in the nature of social citizenship and entitlements, as social policy’s role varied among welfare regimes and systems of production. The Swedish universal welfare state and the liberal model of market capitalism and residual welfare, in its British and American form, are polar opposites. In his works on the “three worlds”, Esping-Andersen stressed the difference between this Swedish productivism – focused on the productive capacity of the individual and social intervention as investments into individual productive capacity – and the workfare of the liberal model, based on conceptualisations of social policy as a cost and giving the unproductive no rights (Esping-Andersen, 1990). In Esping-Andersen’s interpretation, understandings of social policy’s productive role lead to the universalism of the Swedish model. In a similarly positive interpretation, feminists have pointed to the woman-friendly character of the transfer of reproductive work into public sector based on ideas of care as a collective good, bringing female labour into the productive economy (Lewis, 1997, Sainsbury 2001). 

This contrastation to the American model at the other side of the spectrum is naturally an exaggeration and ultimately a trope, and a lot of research has been devoted to nuancing the Esping-Andersen typology. It can be argued that the productivist universalism of the Swedish model was economistic and disciplinary, and that it gave rise to the characteristic dualism in Swedish welfare policies, with strong social rights in the social insurance system based on labour market participation and weak, meanstested and conditional social rights for groups outside of the labour market (hence it was inherently supply side and incentive oriented, as present day welfare modernisers like to point out). It can also be argued that the dual breadwinner model of Swedish post war policies and the recognition of womens’ right to paid work and to social security originated less in enlightened ideas of womens emancipation and more in a political concern for the full employment economy’s need of female labour. It should be argued that Swedish ‘universalism’ was historically impregnated with distinctions between deserving and undeserving poor, between ‘asocial elements’ and ‘workers’ (Kulawik, 1993). These distinctions are not as far from American notions of deserving or undeserving as has historically been argued, but they were increasingly marginalized in the process of welfare state expansion in the post war period. The relationship between productivism and universalism became a defence of a strong public commitment to social rights and of the interlinkages between efficiency and solidarity, whereas this link has been essentially contested in the history of the American welfare state.

Social Policy as a Cost – the Dissolution of a Concept 

Contemporary literature often locates the demise of welfare capitalism in the era of welfare state crisis beginning in the mid 1970’s. This process has been described as the discursive naturalisation of the economy (the construction of economic forces of globalisation and industrial restructuring as processes beyond social control), and the parallel demise of the meaning of the social as a collective sphere – and the rise of the individual as social carrier (Stråth-Magnusson, 2001:27).

Nevertheless, before the economic crisis a crisis of industrial capitalism occurred. This crisis highlighted its effects upon nature as well as the social. In the late 1960’s and the early 1970’s an important discourse addressed the negative effects, the ‘costs’, of growth. ‘1968’ was a critique of welfare capitalism, a questioning of the predominance of the economic over other spheres of life, of the political orientation around growth and productivity and of the welfare contract between organized labour and capitalist markets (Stråth-Wagner-Passerini, 2001). Critical social sciences and new social movements questioned post-war conceptualisations of solidarity, equality or security in a fundamental renegotiation of social citizenship. The subject emerged in social policy. Groups previously the objects of policy became the subjects of policy, a move reflected in the rise of social work methodology such as community work, shifting the emphasis from structural reform to individual and local mobilization (Williams 2001).

These changes can be thought of in terms of an autonomization of the social (I borrow this concept from Donzelot, 1984), and a crisis of the relationship between the social and the economic where the social itself took precedence over the economic. This reversal of the power relation between the economic and the social meant a questioning of the link between citizenship and individual productive performance. Security became a right of citizenship (Andersson, 2003).

Peter Wagner has described these changes as a break with the technocratic social reform of the post-war period (Wagner, 1990). Thus they can also be seen as a break with the link between social reform and economic efficiency, as social policy became associated with the failures of welfare capitalism to do away with poverty and inequalities. The social question was rearticulated, especially by leftist movements in critique of social democracy, shifting it from a social problem to be handled within the domains of industrial capitalism and welfare reform, to a social problem that was the direct effect of those very forces. Modern poverty, in the form of groups of people outside of labour markets, was understood to be a result of economic growth and of a disciplining and productivist welfare state where solidarity was structured by the compromise between organized labour and capitalist markets, excluding groups that did not contribute to the productive society. 

This stemmed from observations of an emerging social divide in high capitalism between social inclusion and exclusion. The welfare state seemed to have recreated poverty, but in a reversal of the social situation of the naissance of the welfare state. Where historical poverty had lead to social mobilization, modern exclusion seemed to take the form of a two third society, where the interest of the many included was the source of exclusion of the few. 

This European discourse on dichotomous society differed fundamentally from its American equivalent, where similar phenomena were addressed from the late 1950’s as a ‘culture of poverty’ or an ‘underclass’ echoing ideas of individual deviations and pathological subcommunities (Katz, 1989). In Europe, concepts such as marginalized or excluded, became the opposites of citizenship (Levitas, 1998).

These discourses on citizenship and participation were linked to the very influential ideas in the late 1960’s and 1970’s of a sustainable society. Welfare capitalism “unbound” had proven destructive to social life, and could not be combined with social progress and a socially sustainable society.  In parallel to the environmental debate on wasted natural resources, the social problems of the 1960’s and 1970’s were seen as the waste of social resources by industrial production and conceptualised as externalised social costs. Social policy became deeply associated with the cost side, as the social price for the productivity gains of the post-war era. In Sweden left wing social workers and economists confronted social democratic leader Olof Palme with the idea that social policy was not an investment, but the price of “capitalist destruction of social resources”; and a price that should be included in assessments of progress. ‘Efficiency’ assumed a new connotation, also in international economic planning, as something that could be measured in terms of individual welfare (Andersson, 2003; see OECD 1971). Social inclusion and solidarity with the excluded was understood as necessary for the long-term survival of market capitalism.

However, in the short era from the late 1960’s to the mid 1970’s, narratives of social crisis were replaced by the dominant discourse of economic crisis; a discourse that did not question the consequences of the economic on the social, but rather spotlighted the social as a key element in economic crisis.

 The demise of the Fordist welfare state and its Keynesian economic policies was parallelled by what Jelle Visser has called the externalisation of social policy from economic policy (Visser, 2000). Social policy lost its status as economic policy and became deeply associated with redistribution and consumption. Paradoxically, the need to actively recreate growth and competitiveness lead to the questioning of social policy as a productive factor, a questioning that gradually gave way to the construction of social policy as a cost that had to be financed through the surplus provided by more productive sectors in the economy. New means of social intervention – saving and cost cutting – were based on this understanding of social policy as a cost, reflected also in how social spending moved from an indicator of progress to an indicator of economic inefficiency and crisis in international benchmarking (Mullard-Spicker, 1998:185; see OECD, 1977). 

The rise of modern supply side economics, coupled with the ideological changes within neoconservatism, neoliberalism, and social democracy’s Third way, signified a renegotiation of the relationship between solidarity and security and economic efficiency. As monetarist ideas translated from the level of macro economic balance to the micro level of social life, solidarity became a matter of how much security the economy could afford and for whom (Mann, 1999). The most flagrant European example of “this turning tide from Fabian socialism and New Deal liberalism” (Milton Friedman quoted in Mishra 1984:27) was clearly Britain under Margaret Thatcher. But also Swedish social democracy engaged in a fundamental rethinking of the political philosophy of the welfare state leading them to construct a Third way in the early 1980’s that incorporated notions of individual responsibility and the marketisation of welfare. When Milton Friedman got the Nobel prize in economics in 1976, he was met with protestors against his involvement in the Chilean junta on the streets of Stockholm, but some of the protestors soon became followers of his monetary doctrine. As the Swedish SAP diabolised Thatcher, Reagan and Pinochet in their 1970’s rhetoric, ‘reaganomics’ were gradually introduced into economic and social policy making (Stråth, 1998; Ryner, 2002; Andersson, 2003). 

Towards an American model? Social Policy as an Investment in the Social Dimension

The highest point of these discursive changes came in the “subversive liberalism” that in the early 1990’s demanded the dismantling of all welfare state institutions in the name of national competitiveness and European integration, and identified social policy as a major obstacle to economic growth (Mullard-Spicker, 1998:193). However, after about a decade of hard-core economic integration and cost cutting in social services, the growing importance of the social dimension entails a return to an emphasis on social policy as a productive investment. Social policies and labour market policies are constructed as necessary to cope with the individual tensions arising from structural change, family policies and immigration policies for the long-term pressure of an ageing society and falling birth rates, gender equality for women’s combining activities in the work place with child rearing (Social Policy Agenda, 2000). 

This productivist discourse and its call for social policy solutions that are proactive rather than reactive, that are not costs but investments in the future foundations of the European economy bear many resemblances to historical discourses on the productive role of social policy. They signify a rhetorical shift from the “schizophrenia” between economic integration and social fragmentation observed by Delors in the Maastricht Treaty (Delors quoted in Rhodes, 1995), and should be seen as an attempt to reconstruct a new link between the economic and the social and mobilize a coherent outlook on social policy between member states to strengthen the role of social policy in the face of large scale social exclusion, long term unemployment, and falling birth rates. In a historical perspective, the social dimension is an obvious parallel (the difficulties of historical analogies taken into account) to the social question that accompanied the transition into industrialism, this time in search for the social institutions and the nature of social citizenship that will provide the social foundations for the Knowledge Economy. 

Nevertheless, the metaphor ‘productive social policy’ in the social dimension contains notions of the link between social citizenship and productivity that are fundamentally different from those of the post war welfare state. Its meaning is also highly contested, in a similar way to how other terms denoting the social are contested concepts in the process of negotiating national welfare heritages to a European level. Particularly, it reflects the clash in European discourse between understandings of the way forward in the form of a liberal capitalist economy or a social market economy (see Stråth-Magnusson 2004). These are outlooks that suggest very different perceptions of the economic role of social policy – between that of cost and that of investment – but that seem to coexist in the emphasis of social policy as a productive factor or a ‘social investment’.

The concept of ‘social investment’ can be ascribed to T.H. Marshall of the 1990’s, the architect of the ‘new’ welfare state; Anthony Giddens. In his book, The Third Way, Anthony Giddens distinguishes between the old ‘welfare state’ and the new ‘social investment state’ (Giddens, 1998: 117). This distinction is constructed through a set of contrasting notions, establishing a chain of equivalence where the underlying mental map seems to be inefficiency vs. efficiency, costs vs. investments. Whereas the welfare state was concerned with ‘negative (passive and reactive) welfare’, the social investment state is associated with positive (active and proactive) welfare. In Giddens’ terminology, this equates with ‘equality of opportunity’ – as opposed to ‘equality of outcome’. Equality of opportunity is an ‘investment’, in contrast to the provision of economic maintenance in the old welfare state (which is thus not an investment, i.e. a cost). ‘Investment’ concerns work rather than benefits, responsibilities rather than rights.  In short, the investment state is a welfare state for work. Giddens’ logic echoes in the Social Policy Agenda: “The Social Policy Agenda is the EU’s roadmap for modernizing and improving the EU’s social model by investing in people and building an active welfare state” (Press release on the Social Agenda IP/03/228). Following this, social policy is an investment in ‘human resources’, the dominant production factor of the Knowledge Society. 

Social policy is, however, not per se an investment.  Not all social spending or all social policies are investments in human resources or productive factors in EU discourse. ‘Modernizing’ Social Europe and making social policy a productive factor means shifting and redirecting public expenditure to improve efficiency – shift from costs for ‘inefficiencies’, to productive investments. Hence, this productivist discourse is construed around a differentiation between those parts of social policy that are investments, and those that are costs. This distinction between investment and cost permeates the discourse of social investment. Making social policy a productive investment relates to a shift from benefits and passive welfare to active welfare – codified in the concept ‘employability’: “an investment that provides market efficiency rather than correcting inefficiencies“ (CEC 2001: 26). 

This is a key distinction in British New Labours ‘new contract on welfare’, that differentiates between ‘good spending’ and ‘bad spending’; investments and costs. Good spending is spending as investments: in education, health, and rehabilitation, “[...] good, we like that”. Bad spending are the costs for unemployment and benefits to ‘people who should be at work’; “spending on unemployment and people on benefit when they should be at work, bad, we want to decrease that” (Tony Blair quoted in Powell, 1999:21). These distinctions in the new ‘New Deal’ for welfare reform, that was initiated after the Labour takeover in 1997, mirror American influences and Clinton’s promise in the late 1990’s to “end welfare as we know it” (Mink, 1998).  

Compare Myrdal’s 1930’s definition of social expenditure on amongst other things unemployment relief with this definition of unemployment benefits as costs. The argument is reversed: the link to macroeconomic performance and national efficiency is in the cutting of those costs (see Stråth, 2000). Moreover, whereas the origins of the concept of productive social policies in the social question found their point of departure in the emphasis on social problems as structural and originated in the sphere of production, the concept of social investment places the onus of the problem on the individual, the lack of skills of socially problematic individuals and groups.
  

‘Social investment’ in EU discourse primarily refers to fighting social exclusion – thereby creating grounds for economic dynamism and growth. (see CEC 2001, Social Policy Agenda:12). In so far, this productivist discourse is focused on the people in the margins of the labour market, the excluded.

The concept of social exclusion is derived from the French republican tradition, where ‘exclus’ signified something other than material poverty, i.e. the condition of being outside of the social contract and as such, also signifying a threat to the social contract and the social foundations of society. It contains an understanding of solidarity that is linked to the idea of a social contract based on reciprocal responsibilities, in contrast to the social democratic tradition where solidarity as a concept is directly linked to the question of redistribution and material rights as central for individual participation (Burchardt-le Grand-Piachaud 2002; Silver, 1994). 

Critics have argued that the conceptualisation of social problems as a question of ‘exclusion’ is a consensus-seeking strategy that seeks to avoid framing poverty and social problems as problems of redistribution or inequality, as it also avoids discussion of the social, political, and economic mechanisms that exclude, thus silencing the possibility, suggested by David Byrne and previously by Zygmunt Bauman, that exclusion is an integral characteristic of post fordist labour markets, creating an abundant population without economic value (Byrne, 1999; Bauman, 1998). Levitas shows that the concept of inclusion in the EU debate is a concoction of competing discourses on the nature of exclusion, which is reminiscent of an earlier discussion of the ‘underclass’ usually associated with the American tradition. As the concept of underclass became vested with ‘rightist’ ideas of a culture of poverty and dependency, the concept of social exclusion gained popularity. It implies an emphasis on social and economic structures rather than individual behaviour (Levitas, 1998). 

Quite clearly, however, the emphasis in European discourse is not so much on exclusion – labour market structures, possible discrimination, persisting inequalities, or the fact that economic structural changes have coincided with increased insecurity and social risk as welfare states have confronted increased demands of economic stability for reasons of economic integration – but the emphasis is on the lack of skills of the excluded. In European policy discourse the concept “social exclusion” is applied to groups of people who lack the qualities in demand on the labour markets of the knowledge society; ‘vulnerable’ and ‘disadvantaged’ groups such as immigrants and ethnic minorities, women, single mothers, the disabled; in other words those without employability, without skills, without knowledge, flexibility etc. (Raveaud-Salais, 2001). 

In contrast to the classical welfare state, these categories are not per se regarded as a productive labour reserve, but rather as lacking the capacity to be productive. ‘Investment’ signifies vesting these with the qualities demanded on flexible labour markets, and fundamentally, the idea of social investment is about vesting the excluded with productive capacities. ‘Social investment’, as well as the meaning of the spatial metaphor ‘social inclusion’ (signifying the move from a place outside to a place within) is about the move from unproductive to productive. In this way, the concept of social citizenship that underpins the social policy discourse of the Social dimension is fundamentally associated with the productive rather than the unproductive, a distinction that seems to be embedded in the concept ‘social investment’. 

Their question is of course how to interpret this productivist argument. Is it a productivist emphasis on individual productive potential and capability, or does it reflect liberal conceptions of duties and responsibilities and workfare? 

Bob Jessop has described the shift from the Fordist welfare state to a Schumpeterian workfare state as a “productivist re-ordering of social policy”, from redistributional welfare rights to workfare (Jessop, 1994; 1991). Productivism in this interpretation thus signifies the emphasis on productive participation as pivotal to rights, in a reversal of the balance in historical arguments of productive social policies, that emphasised the productive capacity of individuals, if given the social and material rights enabling participation (Fink-Lewis-Clarke, 2001:3). Lister, similarly, argues that EU social policy reflects a “duties-discourse” influenced by republican and communitarian contractual thinking, where productive participation is seen as the basis of citizenship. This is in contrast to how the Marshallian welfare state emphasized social rights as an integrative force in the welfare state (Lister, 2003). Other writers point to workfare as a competing discourse with discourses on social rights and social citizenship in the social dimension (see Raveaud-Salais, 2001).. 

The workfare elements of this productivist social policy discourse are obvious. Ultimately, making social policy a productive factor is defined by “making work pay” – the meaning of which is to make labour market participation more economically attractive to the individual than social benefits (Social Policy Agenda, p.14). This is a conception of productivism that not only defines benefits as obstacles rather than enablers of participation, but also primarily locates productive values, as such, in the individual, and secondarily the community. The pay of ‘make work pay’ refers to an economic incentive to the individual. In a similarly individualized meaning, ‘solidarity’ in EU discourse refers primarily to creating equal opportunities, signifying enabling individuals labour market participation. Levitas (1998) points out that the term ‘people’ in European discourse is used synonymously with ‘worker’. 

Workfare is a gendered discourse that does not recognize women’s reproductive work, and that has historically created gender segregated welfare regimes (Sainsbury, 2001; Lister, 2003). Whereas gender equality occupies a central place in the social dimension, it is primarily concerned with value driven matters and fundamental social rights, in contrast to constructions of the economic good of social policy and the ‘economic need for social investment’. Productive participation refers primarily to the production sphere, that is, to wage work, and not to domestic work, or to important parts of reproductive activities in public sectors (Lewis-Ostner, 1995: 161). Whereas social spending on health care and education are mentioned as investments, spending on services such as childcare or eldercare do not seem to be part of making social policy a productive factor.  This is reminiscent of the feminised economic constructions that feminist economists have observed in welfare state restructuring, where public sectors in general and reproductive services in particular are represented as a cost or “drag on the productive economy” (Marchand-Runyan, 2000). These conceptualisations are reflected in how the slogan ‘modernizing the social model’ also refers to the marketisation of reproductive work. By shifting the locus of social services from households and public sectors to markets, thus making them commodities in market transactions, their unproductive character is magically transformed into productive activity (see Lewis-Ostner, 1995, and Mink, 1998 for a critique of the gendered idea of citizenship that this leads to). 

The Social dimension still entails an increasing emphasis on the barriers to female labour market participation, an emphasis that along with the emerging insights on race discrimination as an obstacle to efficiency mirrors the change from the post war Beveridgean social contract of male, white breadwinners and dependent housewives to a social model where work is supposedly for all, but work is also the condition of citizenship.
 

Concluding Remarks

In a historical perspective, the concept ‘productive social policies’ can be seen as a founding concept in the history of the European welfare state. This paper has discussed the invention and reinvention of the concept in relation to ideas of social crisis – in moments in time where the link between the economic and the social is broken and progress in the economic sense has lead to social destruction. As the social question and the institutions it created was a result of the industrial revolution, laissez faire capitalism and globalisation, so the social dimension is a reaction to the liberal era of the 1980’s and 1990’s and European economic integration. Embedded in the concept is the idea that the economic and the social are interrelated spheres, where developments in one have inevitable effects on the other. Social policy, in these social-economic articulations, stands out as a means to reconstruct the vital link between economic efficiency and social progress.  

The discourses on the productive role of social policy that have been discussed in the paper have also articulated different ideas of a social contract between individual productive participation on the one hand and solidarity and social rights on the other. Where social policy discourses of emerging nation states were influenced by mercantilist ideas of national competitiveness and little concerned with rights, social policies of the welfare state were organised around labour as the central factor of production and social rights were negotiated in terms of labour market prestation. The social dimension, in turn, seems to contain a conditional element, that has been discussed here as workfare, but also the extension of social rights to groups previously outside of labour markets. These changes are reflected in the concept ‘productive social policies’, but in paradoxical and contradictory ways. The Welfare state conceptualised social policy as an investment in social resources and social rights as central for productive participation and social inclusion, whereas the Social investment state of the social dimension seems to be based on an underlying assumption of social policy as a cost – but a cost that can be transformed into a ‘productive factor’ through a process of modernisation that establishes the centrality of work over the right to welfare. 

Is this, then, the Americanisation of European welfare, a process of welfare formation built around ideas of social policy as a cost for productive resources, fundamentally breaking with the legacy of the Social question and shifting the burden for risk and security on to the individual? Or is the ‘European social model’ in a new formative moment from where it will emerge as a protector of solidarity, social justice and individual security and rein the process of economic structural change? Is this even a valid dichotomy for the present, or rather a process of mutual othering and mythbuilding? These are still questions for the future, but some things seem clear. The worldview of the social economists, that the economy had to be controlled in order to recreate social efficiency, seems to have been put on its head. In contemporary social policy discourse, it is economic efficiency that needs to be restored and the social is left to be fine-tuned, restructured, and rationalised. The centrality of work has crowded out other, rivalling, articulations of productive participation, even if this is, in Europe, a contested field. The idea of a dichotomous social order between in- and excluded is not challenged as a market effect, but as a social phenomenon. And social policy as a ‘productive factor’ or ‘social investment’ is inherently about reducing its costs.  
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� See EU social policy documents such as the White Paper on social policy, European Social Policy, a Way Forward for the Union, DGV COM (94) 333; The Lisbon European Council – an Agenda of Economic and Social Renewal for Europe; CEC, 2000,  Social Policy Agenda,  p. 5, 6.


� The methodological perspective informing this paper is that this concept can be regarded as a political, cultural, and economic metaphor incorporating a particular set of ideas on social policy at each given point in time. It is thus part of a varying historical discourse around the welfare state. The paper does not address the actual effects of social policy on economic growth. This issue is arguably one of the most central ones in contemporary policymaking and it is consequently highly contested as well as theoretically fragmented. For overviews of the existing arguments see Gough, 2003, and Midgley, 2001. Reflections are also offered in Salais, 2001. 


� The categories of the social and the economic are themselves constructions, and the distinction between them “cannot be assumed but is in itself a division that needs to be studied”. Walters, 2000, p. 10.  See also Magnusson-Stråth, 2001.


� On the role of economic metaphor, see McCloskey, 2001 and Samuels, 1990. Schön-Rein, 1993, have developed insights in the role of metaphor for social policy discourse.  


� Productivity is commonly defined as a relationship between input of labour or capital and output. Standard definitions of productivity are based on the price mechanism and presuppose market transaction. Consequently, the productivity of social production and reproductive work (public sector social services or household production) is conventionally defined as zero or close to zero. 


� The concept ‘social economy’ was signifier of the paradigmatic critique of laissez faire political economy of the time, often defined as Manchester economics or English economics, concerned with the accumulation of industrial wealth but not with its social effects. See Grimmer Solem, 2003; Rodgers, 1998, p. 8-33, p.  97; Koot, 1987. 


� Steinmetz points out that within Wilhelmine discourse, national efficiency was understood as a social construction, a matter of social organisation, in contrast to the ‘biologisation’ and racialisation of the idea of national efficiency under Nazism. Steinmetz, 1993, p. 65; also Eley, 2003, pp. 16-24.


� A lot of research has been devoted to the problem of American exceptionalism. Explanations tend to point to the weak federal government, a culturally rooted skepticism of public responsibility, and the residual streak in American social policy, where social protection targeted “soldiers and mothers” (Amenta, Skocpol-Ritter, 1995). In addition, one could argue that the redefinition of the social question in the US from an individual one to a collective and structural one was never complete, but that moralistic and disciplinary approaches have remained at the core of American social policy thinking (see Katz, 1989, Mink, 1998). The very term welfare capitalism in American discourse signifies corporate social paternalism and not institutionalist responses to social problems (Jacoby, 1997). I am grateful to Dominique Marshall for drawing my attention to Bruno Théret’s interesting discussion of the role of federalism for Canadian social policy, and Canada’s divergence with the US in the period of the New Deal onwards (Théret, 2002).


� Swedish Social Democrats were strongly influenced by the concept of rationalization as it was promoted by the Austromarxist Otto Bauer, but also applied the idea of rationalization to the household sphere. The idea of rationalization embedded in Myrdal’s concept ‘productive social policy’ also contained a highly authoritarian engineering element. Myrdal and his wife Alva became the protagonists of sterilization as a method of eliminating ‘asocial’ (unproductive) elements, all in the name of national efficiency. See Runjis, 1998, and Witoszek-Trägårdh, 2002. 


� Myrdal, one of the most prominent names of the (younger) Stockholm School and later Nobel Prize laureate, was a disciple of the deeply conservative Gustav Cassel, who in turn had studied in Berlin with Schmoller’s disciple Adolf Wagner. 


� See Stråth, 1992 and Trägårdh, 2001, on the role of the folkhem metaphor for Swedish attitudes to European integration. 


� Walters, (2000:7,121-143) points to the rise of the idea of barriers to participation, along with the focus on margins of the labour market and marginal groups, and interprets this discursive change as a downplaying of questions of the wider social system in favor of personalized and subjective approaches to the social problem.  


� This representation of groups and individuals as a community lacking essential skills and capacities is of course in itself a discriminatory practice. 


� See Walters, 2000:130, who suggests that this may be seen as a transformation from a Beveridgean social contract characterised by sets of dependencies, to a social contract based on individual independence. 
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