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LEARNING FROM DIVERSITY IN FEDERAL SYSTEMS: SOCIAL 
ASSISTANCE IN THE UNITED STATES, GERMANY, AND THE 
EUROPEAN UNION 

Waltraud Schelkle  

Workshop at the GHI, November 17-19, 2000. Convener: Waltraud Schelkle 
(GHI/Technical University of Berlin). Participants: Iain Begg (South Bank University, 
London), Martin H. Geyer (University of Munich), Robert Kuttner (The American 
Prospect, Boston), Stephan Leibfried (University of Bremen), Christof Mauch (GHI), 
Ann Orloff (Northwestern University), Mark Rom (Georgetown University), Max 
Sawicky (Economic Policy Institute, Washington, D.C.), Joseph Schwartz (Temple 
University), Robert Walker (University of Nottingham), Margaret Weir (University of 
California at Berkeley), Michael Wiseman (National Opinion Research Center, 
Washington, D.C.).  

In the nineteenth and early twentieth centuries the emergence of social welfare states 
was largely about "nationalizing social security in Europe and America."1 Local 
charity and poverty relief became negligible compared to the vast national programs 
of comprehensive social insurance. Since the late twentieth century, however, there 
has been a discernable trend toward the decentralization of responsibilities for social 
policy, removing it from the competence of national governments and ceding it either 
to subnational states or to private agencies. The U.S. Welfare Reform Act of 1996 has 
been, above all, a manifestation of the so-called New Federalism in intergovernmental 
relations, that is, the willful devolution of operational competencies for welfare 
provision to the states and municipalities. In Germany the national government's 
monopoly on providing social services, such as employment exchange and job 
placement, is being increasingly challenged by the regulatory competencies of the 
European Union (EU).  

In his keynote lecture Robert Kuttner discussed this trend with respect to the long-
term development of social welfare institutions in the United States. Even in the 
American case he observed centrifugal forces working not only toward the 
subnational (state) level but also toward the supranational (global) level. Both forces 
seem to limit the national government's ability to finance and operate redistribution 
programs. This limitation of national capacity stands in stark contrast to the 
continuous popularity of a nationally uniform system of social insurance, as the 
election campaign of 2000 demonstrated: Subsidizing social security and providing 
health insurance for all seemed to be vote-winning agendas.  



 

The workshop began with an effort to identify common problems and to discuss how 
they are intertwined with changes in the division of responsibilities among different 
tiers of government. One of the common problems discussed at some length was the 
increasing number of women in the labor force. The German system of cash assistance 
is still based on the male-breadwinner model. It ensures the living standard of a 
family almost irrespective of local circumstances, thanks to heavy top-down fiscal 
redistribution - a practice that seems to have reached its limits after unification 
(Stephan Leibfried). In the United States welfare reform bid "farewell to maternalism" 
and replaced the social right to assistance for caregivers with an entitlement to 
assistance when the poor go to work (Ann Orloff). Interestingly, this shift to an 
employment-based strategy of poverty alleviation is intertwined with competence 
devolution, presumably because it meets the specific interests of low-wage regions 
that also happen to be the regions of the highest incidence of poverty.  

Another common problem is the multiethnic character of society due to continual 
immigration and, in particular, "race" in the American case (Joseph Schwartz). 
Typically, minorities and immigrant communities are geographically concentrated, 
which leads to the divergence of regional interests in terms of the generosity and 
universal character of social policy. Although there was consensus at the workshop 
that multiethnicity has and will continue to put political pressure on the social-welfare 
state on both sides of the Atlantic, there was a difference of opinion about whether this 
will inevitably lead to the notorious "race to the bottom" in a federal system.  

The federal setup itself may be a common problem: Evidence was presented for a 
gradual descent to the bottom with respect to certain welfare programs in the United 
States (Mark Rom). But this finding inevitably encounters all sorts of methodological 
problems: For example, how does one evaluate the performance of privatized welfare 
services (Max Sawicky)? If welfare expenditures decrease, is it necessarily evidence of 
a (moderate) race to the bottom? Or is it evidence for maintaining the state's role if 
private welfare providers require the same amount of welfare spending as public 
providers? What about the quality of social services or the effects on the representative 
household's well-being?  

The established theories of devolution and federalism seem to be inadequate because 
there are distinctly different responses to common problems among and within 
federations, in addition to the fact that no clear-cut evidence exists for downward 
convergence in decentralized social welfare systems. They leave too little room for the 
impact of organized interest groups and how they are empowered in a more 
decentralized setting (Margaret Weir). Nor do these theories take into account that 
there may be no federalist consensus, that is, the central level still must establish its 
credibility to fulfill a useful role (Waltraud Schelkle). This may explain effective 
countertendencies to retrenchment and the variety of responses.  



The inadequacy of existing theories was a recurrent if not dominant theme in other 
presentations. The "household demand model" of federalism, which treats states like 
households that respond to a given supply of federal grants, leaves out important 
aspects of bargaining and strategic behavior of the different tiers of government 
(Michael Wiseman). The "imperative of subsidiarity," which governs the legal 
framework of the EU (in line with conventional theory), severely limits 
intergovernmental policy coordination (Iain Begg). Conventional theory classifies 
policy coordination as a mode of representing the central (EU) level that might not be 
a meaningful way to describe its emergence in practice.  

That the role of the central tier of government in federal systems is less understood 
was underscored by two case studies wherein the U.S. government either tried 
regulation from above or enabled regulation from below. Regulation from above, 
namely, the international sphere, was the goal of U.S. plans for postwar reconstruction 
during World War II (Michael Geyer). The Human Rights Declaration of 1948 and its 
spinoff, the Social Covenants, were meant to establish high standards of social welfare 
via binding international treaties that would serve as bulwarks against domestic 
opposition, especially from the states. Regulation from below is the pattern that has 
emerged from transport and banking legislation in U.S. metropolises since the 1970s 
(Margaret Weir). The federal role is predominantly one of providing levers for local 
activism. In both cases the federal government created new arenas of policymaking. 
And by giving up certain prerogatives or even sovereign rights the U.S. government 
tried to gain room for maneuvering around lower tiers of governments.  

Finally, the various perspectives of the presentations contributed to a discussion of 
whether and how one can learn from diversity in federal systems. A case study of 
"workfare" in the United States and the United Kingdom showed that learning from 
diversity is already taking place (Robert Walker). Initially, the United Kingdom 
imported workfare elements from the United States (and the Netherlands), such as the 
work-first strategy and in-work benefits distributed via the tax system. At the same 
time, however, the British government safeguarded individual and aggregate security 
to a much higher degree than did U.S. welfare reform. Britain also tries to make sure 
that there is constant evaluation of experiences. In contrast, no reporting or federal 
collection of data about state practices is mandated in the United States. At the same 
time, there is now more than anecdotal evidence that state practice has become more 
diverse or polarized, for example, with respect to rules for access to assistance and 
benefit computation that states apply to working families (Michael Wiseman). But the 
opportunity to learn from this diversity is foregone. Thus, there arguably is a case for 
a "policy transfer loop" from the United Kingdom to the United States.  

Missed opportunities and the learning that does not take place within federations but 
between nations may yield a disturbing prospect: On the one hand, federalization of a 
policy area may be a way to deal with uncertainty in a period of acute reform 



 

pressures because it allows spatially limited reforms (Waltraud Schelkle). This is one 
of the cases in favor of "soft" policy coordination among the states in the EU: It would 
provide a framework for systematic exchange to share experience and for exerting 
peer pressure to undertake reforms (Iain Begg). On the other hand, the interest of 
governments to evaluate and learn from each other's experiences is less than keen. For 
instance, the diversity in how various states operate their welfare systems is due to the 
different degrees to which they outsource the provision of social services to private 
firms (Max Sawicky). There is anecdotal evidence that those who have established the 
programs, including such contracts, also are the ones who evaluate their own 
performance. This raises the possibility that missed opportunities for learning from 
diversity are not necessarily accidental. Rather, it might be deliberate refusal on the 
part of the middle tier of administration to provide even a basis for learning in an 
attempt to preclude regulation both from above and from below.  

 

NOTES 

1 Douglas E. Ashford and E. W. Kelly, eds., Nationalizing Social Security in Europe 
and America (Greenwich, Conn., 1986). 
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