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Conclusions, Empirical and Theovetical

This chapter summarizes the main empirical findings of the analysis, both
the cross-national and the fongitudinal dimensions, and relates these find-
ings to several major theoretical debates in the litfarat}lre. The allm‘lysis of
cross-national differences in the institutions governing in-plant training and
the over-time analysis tracking the evolution of the Germ.an system over
a longer period speak to debates in the political—e@'nomlc l%ter:flturle on
“varieties of capitalism” concerning institutional origins an.d {nstltu.tlonal
complementarities. Moreover, the analysis here provldes'msllght.s into 2
broader literature in political science concerning issues of institutional re-
production, institutional change, and path dependence in politics.

Cross-National Comparisons: The Origins of Divergent
Skill Regimes

The single variable that mattered most crucially to thc. divergent traj-ecto-
ries of skill formation documented here was the behavior and strategies of
leading firms in skill-intensive industries, particularly the machine ar_ld met-
alworking industries.! Around the marn of the century, la.rge lrnachme and
metalworking firms across all four countries shared similar interests gnd
were pursuing roughly similar strategies with respect to skill formation.
Circa 1895 firms like M.A.N., Mather and Platt, Yokosuka, and General

I Nate well that these firms by no means always got what they initially \.fvsmted. As we h:.v.r;:1
seen, they mostly could not achieve their goals on their own steam. "!he ex;(.:lilt to “tihlc
their preferred options prevailed was a matter of the coalitions they did (or ¢ ic not) cl)]rgE
with other groups with complementary interests. le1 many eases, th? strategies to }v 1cd
I refer here are compensatory strategies to deal with failure to achicve a first preferre

opton.
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Eiectric were all engaged in efforts to develop their own in-plant capacities
for skill formation and combining these with various policies designed to
co-opt workers and exclude unions. From then on, however, trajectories di-
verged as these firms adapted their strategies to the particular constellation
of incentives and constraints they faced in their scparate countries.

They looked out on very different political and economic landscapes.
Of crucial importance t “modern” industry, it turns out, was the fate
of “traditional” associations of skilled craftsmen, customary guardians of
apprenticeship and holders of the skills these firms needed. In Germany
and Japan, state policy toward the artisanal sector sharpened the line
between independent master artisans and skilled workers in industry. Eco-
nomic and political conditions in Britain and the United States, by con-
trast, if anything contributed to blurring the boundaries between these
two groups (Kocka 1986a: 307-16; Kocka 1986b). These differences were
important in determining whether early unions were drawn to or pre-
vented from organizing around craft-control strategies - and by extension
affecting whether apprenticeship would be contested across the class divide
in industry. The fate of the traditional artisanal sector determined what
sorts of problemms (and opportunities) the leading firms in skill-dependent
industries faced, influencing the strategies they developed to deal with
them.

In Germany, the state actively organized the artisanal sector and granted
it monopoly rights to certfy skills. This framework for certification and
monitoring stabilized a system of in-plant training that had been sliding ro-
ward exploitation of cheap child labor. The stabilization of apprenticeship
in the artisanal sector meant that dominant producers in skill-intensive in-
dustries like machine building could count on a relatively steady stream of
certified skilled workers, since small artisanal shops were not necessarily in-
terested in holding on to the workers they had trained. Over time, however,
and as the deficits of a system not under their own control became apparent,
the large firms most dependent on skill became obsessed with securing the
right to certify skills, a right that the Handwerk sector monopolized.

The situation in Britain was wholly different because here traditional
corporate artisanal associations had been destroyed through liberalization.
Skilled craftsmen still presided over the training of the next generation, but
they did so from a very different base and vantage point — from within craft
unions whose goals with respect to apprenticeship were bound up in broader
strategies to control the market in their trade. In Britain, apprenticeship
was contested not — as in Germany — between an independent artisanal
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sector and emerging industrial sector, but rather between craft. unions ar}d
employers in skill-dependent industries. Thu§, as me'callworl':mg.,r ﬁrms. in
Germany were mobilizing to fight for certification powers for' t.hfau' own m(;
plant training programs, their British counterparts were mobfhzmg aroun [
a quite different project, beating back wirion controls and reasserting manageria
discretion on the shop floor. o .
In Japan, state policy in the early industrial pE:I‘IOd. hberahzed.labor mar(—1
kets by actively disbanding traditional corporate artlfzanal associations anft
repressing nascent craft unions. Thus neither orgamzed. artisans nor cra
unions were in a position to (attempt to) regulate apprent{ceshlp ata corpo-
rate Jevel. Here too traditional artisans played a key role in providing slkllls
for industry, but in a very different way, as individual entrepreneurs. Flrrﬁs
in skill-dependent industries used them as subcontralctors who brmllg t
their own retinue of skilled workers and trained their own apprentices.
This so-called oyakata system was useful to industry .becagse these. inde-
pendent craftsmen performed similar training and certification funchmts as
the handicraft chambers (Germany) and unions of skilled wox:kers (Brxtaln).
Oyakata were highly mobile, however, so the system was assocn‘ated thh very
high levels of job hopping and poaching. Thus,_ at the same historical junc-
ture in which machine and metalworking firms in Germanylwere becoming
adamant about achieving rights to certify skills and in Britam were becom-
ing obsessed with reasserting managerial control, their ]a.panese counls;:—r-
parts were completely consumed with the task of controlling labor mobility
by stabilizing internal labor markets. . -

In the United States, as in Britain, craft unions emerged among skilled
workers in key trades, which meant that here too‘apprenfacesl‘up w01.11d
be substantially contested across the class divide. Craft unions in key in-
dustries like metalworking were, however, much weaker, having emerged
much later than in Britain, and at a time when craft controls ha.d already
been substantially eroded through the introduction .of standar—dlzed pro-
duction and new technologies. As in Britain, so to in the—Umtecl States,
there were pitched battles between employers and craft unions at the en.d
of the nineteenth century, but with the difference that in the ?V_ake of their
victories American employers went much further than the British to crush
and marginalize unions and reorganize production. To put th_e Uf.iS. case
in comparative perspective: Whereas in Gf:rmz.my, lTlBFalWOI‘k_Ing rms at
century’s end were concerned to certify skills, in .Etnta.m to reas—se:;ltsman-
agerial control, and in Japan to dampen labor mobility, in the United States
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the goal was above all to rationalize production and reduce dependence on
skilled labor altogether through technological change, work reorganization,
and product standardization,

Coalitions and the Further Evolution of the System

In each case, the strategic choices of machine and metalworking firms
around the turn of the century set the scene for coalitions and dynam-
les in the 1920s that would begin to consolidate different trajectories. In
Germany, social democratic unions organized significant numbers of skilled
workers who had received their credentials in the traditional handicraft
system, so despite the Social Democrats’ opposition to the original 1897
legislation, unions came around to strategies aimed at democratizing and
co-managing, rather than demolishing, that system. In the Weimar years
newly incorporated labor unions thus emerged as potential allies for indus-
try against the Handwerk monopoly and in sipport of a more expansive
(covering industry) collectivist system for plant-based skill formation. Al-
though a national-level consensus behind reforms along these lines did not
materialize in the 1920s, significant progress was achieved on a voluntary
basis, spearheaded above all by the efforts of key trade associations that
tirelessly advanced the cause of uniform, standardized skills. Collectivism
compered with alternative segmentalist models of skill formation until the
Nazi era, but the development of a solidaristic approach to skill formation
pioneered in the Weimar period preserved a model of plant-based train-
ing with overarching oversight and supervision into which organized labor
could later (1969) be incorporated.

The possibility of a cross-class coalition for some form of collectivist
skill formation also appeared possible in Britzin in the early interwar
years. Segments of capital that relied heavily on skill were if anything
more willing to work with unions on this than were their counterparts
in Germany. However, unlike in Germany, the policies of Britain’s craft
unions toward apprenticeship were bound up in broader shop floor con-
trol strategies. A durable accommodation would therefore have required
amuch broader settlement across a whole range of knotty control issues.
British apprenticeship survived because British industry remained depen-
dent on skills, bur apprenticeship training was fragile because it rested
less on a stable cross-class alliance than it did on a precarious balance
of power between employers and skilled unions that could be (and was)
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repeatedly upset by shifting macro-economic and political deff?lopmentts.
Notable advances in training achieved under favorable conditions prari—
ods of skilled labor shortages or strong government support for training)
were thus repeatedly rolled back when the political and/or market context
Shli:ill;lpan, the oyakata system invol\.fed mas_;sive con'tr.adictions from k?ll;
perspective of firms in skill-intensive md‘u'strle.?, providing ne;esihr}f st N
but also generating disruptive labor moblhty. Firms responded with inte y
sified efforts to reduce their dependence on independent oyakata bossels an
to link internal training to a series of complementary measures (seniority
wages, elaborate internal career ladders, an.d long—term. employm;rht gua;
antees) to stabilize the situation. The growing complexity of the sk I-le; s
of firms in the 1920s, along with the increasing threat of trade union in 1t11;
ence at the plant level, produced a critical realignment (managep;entdm "
young, company-trained workers against the o.yakath) that. conso‘h ate ;nh
deepened a segmentalist model of skill for.matlon. Emerging umons,“i 1cd
had their own reasons to oppose the arbitrary oyakata system, formulate
their goals and strategies within the logic of the system that empltl)'yers were
constructing, and in so doing helped to consolidate a segmentalist system
i ation. .
forlikltllijc{?rzlited States, industry went further than in Brita.in to rationalize
production and to marginalize (control-seeking} craft unions arounq the
turn of the century. However, key branches (especially, meta-ls, ma§h1nes,
and electrical machinery) still relied on a fair amount of skill. This they
dealt with in much the same way as their Japanese counterparts, through a
system of subcontracting (to independent craftsmen) to handle th; recruit-
ment and training of skilled workers. Unlike the system mJapan, owever,
these salaried skilled workmen were enlisted in the continuing fight agalnel;t
organized labor, and together with management presided over t}l;e rl::motl;a
ization of production designed to reduce dependence on sk.llls. a;: delr an
serving as intermediaries in skilled labor markets' ot as trainers o e nex&
generation of skilled workers, salaried foremen in AH]B.I'IC‘&H firms servz
as the “drivers” and supervisors of (increasingl‘y? semi-skilled labor (]acol y
1985). By the time American unions were stab|l1zeFi and collef:uv;i b:gg?;:c-l
ing rights were secured (1930s and 1940s), organ{zed 1flb0r int ; n :
States was maneuvering in a more thoroughly rationalized shop floor en
vironment, and as a result their strategies .revolvcd around a nar];owsr
form of job control in highly bureaucratized internal labor markets (Brody

1993).
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Yourh and Apprenticeship

All these developments shaped the landscape that youth faced as they
made choices about training. The behavior and strategies of prospective
apprentices was also decisive to the trajectory of vocational training insti-
tutions in these countries. In Germany, where certification and monitoring
were established early on, apprenticeship was a more transparent and at-
tractive option for youth. The motives of handicraft producers in taking
apprentices were clearly not altruistic; they paid them very little (in the
early years, as we have seen, actually received a fee from them), and they
used apprentices as a source of cheap labor. Artisanal producers in Germany,
however, faced incentives to train well because if they did not, they would
lose their license to train and, with it, the cheap extra hand in production.
Going back to the theoretical discussion in the first chapter, certification
helped shore up apprenticeship by mitigating credible commitment prob-
lems berween learners and training firms. Apprentices contributed to the
costs of their training through reduced wages, but after three or four years
earned a certificate that had real value in the labor warket at large. The
extension of this system of certification to industry stabilized it further,
rendering the content of skills (through standardization) increasingly trans-
parent and because training became a portal to promising careers in top
industrial firms.
Apprenticeship in Britain, by contrast, was entangled in conflicts be-
tween employers and craft unions, and their failure to reach a settlement
left in-plant training utterly lacking in comparable monitoring devices.
Nothing prevented British employers from using apprentices as cheap la-
borers and/or specializing them on particular machines to the detriment
of their training. This generated rampant credible commitment problems,
since training was extremely uncertain in quality and its duration very long
(five to seven years for most). From the perspective of British youth, the
value of formal apprenticeship was dubious to say the least, and even less
attractive since the absence of certification meant that there were many
other avenues through which ambitious youth could advance and achieve
“skilled” status. Firms that trained well subjected themselves to massive
peaching problems, and beyond (mostly unsuccessful) lobbying to socialize
the costs of training through increases in compulsory public school atten-
dance, they quite rationally sought to minimize “irrecoverable” investments
by focusing their efforts on a relatively small number of youth who came to
them with above-average (public) educational backgrounds. We thus see the
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beginning of the consolidation of aliberal regime in which (2 lla Becker.l 993}
the costs were shifted increasingly to youth, with firms playing a decidedly
secondary role. ' .

InJapan, training was central to the consolidation of managerial practices
based on strong internal labor markets, complementary personnel policies,
seniority wages, and so-called lifetime employment guarantees. Cpntrary
to some popular conceptions, however, the logic of advancement in firm-
based career ladders (as early as in the 1920s) was based on the steady
acquisition of skills, not on job tenure per se {Levine _and Kawada 1980:
174). Since the best (among other things, most secure) jobs were to be had
in the large firms of the industrial sector, Japanese youth had an incentive
to work hard in school to do well in the initial selection process. Oncel in
the firm, they found that the structure of incentives encouraged ongoing
investment in skills. The embedding of training in a broader nc?twork of
complementary social policies provided incentives for firms to train and for
workers to submit to training that was heavily biased toward the needs of
the company. Firms could count on workers staying on after training {and
on increasing productivity as well, due to ongoing skill acquisition), and
trainees could count on their investment in skills being rewarded through
ongoing advancement in the internal labor markets of the country’ premier
firms. .

In the United States, prominent welfare capitalists similarly pursued
strategies to internalize training and stabilize ﬁrm-t.)ased labor m_arkets even
as they continued to rationalize production and introduce skilled-labor-
saving technologies. But after the First World War, these firms mostly
abandoned the more ambitious broad-based training prograins they had
developed for blue collar workers, shifting attention to training for super-
visory staff in “human relations management.” Firms continued to offer
all manner of company-based benefits in order to cultivate worker loyalty
and reduce turnover, but (unlike Japan) wages continued to be attached
to jobs not workers and managers resisted the introd}lctlon of transparent
company-wide job classification schemes {and associated career ladder_s),
concerned that these would encourage unionization and collective bargain-
ing (Jacoby 1985). Moreover, and again in contrast to ]a\_plan, lthe route to
supervisory positions within the firm was mostly not by rising in the ranks,
since U.S. managers were much more likely to privilege college graduates
for such positions. The incentives facing ambitious young'w?rker.s were
clear, and fed them to avoid vocational training (of all varieties) like the
plague in favor of an academically oriented education that opened many
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more diverse opportunities for advancement in the labor market {Hansen

1997},

Institutional Complementarities

As pointed out in Chapter 1, the literature on the political economy of
the developed democracies features a view of distinctive “varieties of cap-
italism” that sees political economies as more or less integrated systems
in which various institutional arenas (industrial relations systems, financial
systems, vocational education and training systems, and systems of cor-
porate governance) cohere in important ways, characterized as they are
by what political economists call “institutional complementarities.” Peter
Hall and Daniel Gingerich have provided very compelling evidence of the

existence of such complementarities among a number of realins based on

quantitative data drawn from across the developed democracies (Hall and

Gingerich 2001, 2004). .

Other authors have documented synergies and mutually supportive in-
teractions between specific institutional realms, for example, industrial re-
lations and key financial arrangements (Hall 1994; Iversen, Pontusson, and
Soskice 2000). Such studies show that systems that give labor a strong voice
in plant decision making are underwritten by complementary financial ar-
rangements that provide the “patient capital” necessary for firms to take a
longer perspective on personnel policy. Others have drawn actention to the
ways in which the institutions governing industrial relations and/or skill
formation have “elective affinities” to specific social policy regimes (Mares
2000; Estevez-Abe, Iversen, and Soskice 2001; Iversen and Soskice 2001;
Manow 2001; Iversen 2003). So, for instance, skill formation regimes that
encourage long-term investment in skills seem to “go with” systems of un-
employment insurance that support unemployed workers at higher levels
(thus preserving skills by removing the pressure for skilled workers to take
jobs that do not tap and sustain their training) (Mares 2000).

The existence of these kinds of complementarities must be seen as an
historic achievement of considerable significance, since it is clear that the
various institutional arrangements that comprise any nationaj polity or po-
litical economy were not created in a single “big bang.” Individual com-
ponents were forged at different historical junctures, brought into being
through the actions of different political actors and coalitions. There is no
reason to think that the various “pieces” will necessarily fit together into a
coherent, self-reinforcing, letalone functional, whole. Indeed, Karen Orren
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and Stephen Skowronek have argued forcefully that the divergent “tempo-
ral underpinnings” of various institutional arrangements f;hOuld generate
contradictions and tensions as institutions representing different pohticzﬁ
“logics” clash, or as they put it, “collide and abrade” ('Orren and Skowrone
2002: 747). These arguments raise important questions about tl?e' source{;
of apparent complementarities or why it is that th‘e kinds of collisions an
contradictions Orren and Skowronek’s view predicts are not so pervasive
and debilitating as one might suppose. '
Historically speaking it would be somewhat emptzlto argue that the EXJS;
tence of a particular set of institutions in one realm increases the returns
to the existence of a compatible or complementary set of institutions in
neighboring realms. Although in some cases, su.ch formul;}tlons prowd]c[a a
very apt characterization of the current fllllCthl’l]f]g of p‘artlcuiaf- (:onst;:1 a-
tions, as causal claims they leave much to be desired. Since ltyp1cally there
is no real “market” for political institutions, agent-less versions Of Fhe ar-
gument that rely on the logic of selection through mar.ket competition hare
unpersuasive.” Such arguments can be made compelling, however, when
one embeds them in an historical account that attaches thf: ouicomes t(}
agents pursuing spectfic interests. In this more pollt}ca.l version, powerdfu
actors” (and these must be specified) may be influential in, perhap§ even .ei
cisive to, the genesis of particular institutional arrangements (sayz 1ndustf'13
relations) and may therefore also have a strong interest and T‘Dlt: in creating
complementary institutions in neighboring realms (say, SOCla[. pohqé). "
This is the gist of Peter Swenson’s account of tht_?, construction and elab-
oration of the “Swedish model,” which features highly centra.hze.d lrfdus-
trial relatons institutions and a universalistic welfa.re state — institutional
arrangements that turn out to be mutuall).z supportive in important ways.
Swenson (1991, 2002) traced the centralization of collective bargaining
institutions back to a cross-class alliance forged in the. 1.9305 between er-
ployers in industries exposed to intcrnauol.lal competition and V_vorlkers in
low-pay sectors. Centralization served the interests of thes_e parfuau alr em-
ployers because it brought under control disruptive bel-]‘aVIOI‘ of emp O)}(lell's
and unions in high-pay sectors (for example, constrm_:tlon) Fhat were shel-
tered from international competition. The success \‘mth which centra]tz.zd
bargaining operated in institutionalizing wage restraint h_ad some nasty side
effects, however, above all chronic labor market scarcity, which became

? Some economists (for example, Aoki 2001) therefore invoke culture as a unifying causal

variable.
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especially severe in times of buoyant demand and growth. Labor scarcity
created new problems - unleashing “disloyal” competition among firms
that existing institutions (governing wages) were unable to contro). By the
1950s, therefore, important segments of Swedish capital were quietly ral-
lying behind initatives for the introduction of comprehensive health in-
surance, generous sick pay, and an active labor market policy since these
provided solutions to the specific pathologies that had developed in the
Swedish labor market.

This kind of interest-based account is important, and it is certainly
congruent with the conventional wisdom thar institutions are designed by
strategic actors with their own interests very much in mind. The actions
of “powerful agents” would produce strong complementarities across vari-
ous realms if there were a high degree of continuity in who these powerful
agents are, both across various institutional arenas and over time. One ques-
tion, therefore, would be whether we can, a priori, identify a set of actors
whose interests will systematically prevail over time,

Since we are dealing in this literature with capitalist countries, a prime
suspect would be employers and one of the points that Swenson’s analysis
persuasively makes is that political-economic institutions with any kind of
staying power are precisely those achieved not against capital but in col-
laboration with some segments of capital.” Swenson’s account of the “fit”
between industrial relations institutions created in the 1930s and socia)
policy in the 1950s hinges on an argument about how capitalist interests
evolved over time. In the case just discussed, for example, he shows how pre-
vious rounds of institutional innovation (centralization of wage bargaining)
produced effects (labor scarci ty) that interacted with changes in the broader
market context in ways that, over time, re-shaped capitalist interests in
other, neighboring realms (social policy) (Swenson 2002 and forthcoming).

Other authors, by contrast, have been more inclined 1o emphasize the
structural constraints within which capitalists are maneuvering. Hacker and
Pierson, for instance, do not deny the importance of employer interests, but
they insist that in order to understand outcomes it is important to analyze
the structural conditions that establish the meenu of options from which actors
(including employers) are forced to choose (Hacker and Pierson 2002).
Invoking insights from studies of agenda setting, they point out that the
cructal issue in most situations is not the final choice between the two or

A finding, by the way, confirmed in this study as well (see especially the concluding discussion
in Chapter §).
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three (or x) specific policy options on the table at any giver.l moment, but
rather the prior question of whose preferred range of options forms the
“choice set” from which the actors are allowed to select (Hack_e.r 2002;
Hacker and Pierson 2002). Hacker and Pierson attach their critique to
an analysis of the genesis of the Social Security .P.&ct in the United States,
highlighting the way in which the broader pollltlcal context had already
removed certain previously viable options (options earlier embrac.ed by
very powerful business interests) from the agenda (Hacker and Pierson
2002: 12).4 -
Huber and Stephens (FHuber and Stephens 2001) also drafw attentio
to structural and political constraints, emphasizing how previous policies
have powerfully reshaped the distribution of preﬁrenresz by whlch they mean
the universe of actors who are around to express their interests in particular
(later) policy debates. So, for example, while acknow_le(-lgmg (with Sw‘el.1501.1)
that some Swedish employers supported universalistic welf:-are pohmes. in
the 1950s, Huber and Stephens put a different spin on this observam(?n
by drawing attention to the fact that twenty years of unlntermptt?d Social
Democratic rule had largely eliminated low-wage preducers.a.nd in so dﬁo-
ing eliminated as well an important source of potential opposition to pohlcy
initiatives at that time. Huber and Stephens argue that analyses emphasiz-
ing capitalist interests need to make sure they do not “lose sight” of the wa(}if
in which the preferences and strategies of these actors have beer} shape :
by the prevailing structural and political context (Huber and Stephens
2001: 33). o .
Whether emphasizing especially the evolving interests of. capital
(Swenson) or the structural and political constraints \'wthm which em-
ployers define and defend their interests (Hacker ajnd Plerso-n, Huber a.nd
Stephens), these analyses all highlight the need to situate the interpretation
of specific choice points within a broader temporal framewo-rl_( that tlakfzs
account of the feedback effects that have defined the conditions w1Fh1n
which specific policy and institutional choices are being madf::. They high-
light the way that policies initiated at one point.a{ffect which actors are
around to fight the next battle, how they define their interests, and how and

4 Dohbin {Dobbin 1994) has made a similar point from a more s..ociological pf?rs.pectwe.si'le
argues that in order to understand cross-national differences in Uutcomesl;, it 1}11 necese;);
to consider not just a partcular decision node {even the. final ane) but rat crl; ‘e rang
options entertained in the first place, often completely different cross-nationally.
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with whom they are likely to ally themselves subsequently (Skocpol 1992,
Pierson 2003a; Weir 2003). Attention to such feedback eftects is crucial for
understanding how institutional complementarities are forged historically
because they alone provide the necessary causal links between the specific
episodes — across different periods and often involving different political
actors and coalitions — in which successive rounds of institutional innova-
ton occur. Such feedback effects establish the raw materials {(constellation
of players, definitions of interests) with which policy entrepreneurs, as well
as defenders and challengers of existing institutions have to work.

How do such feedback effects operate? The present analysis confirms
some of the insights from previous scholarship, but also contains new leads
and insights. In some cases, and in line with contemporary theorizing on
“path dependence” in politics, we can observe a traditional logic of “increas-
ing renurns to power” — that is, situations in which the victors at one stage
impose institutional solutions that reflect and entrench their interests, thus
biasing outcomes in the next round. An example from the present study is
the case of the United States, where employers - already less dependent
on skilled labor than their counterparts elsewhere — were in a position to
decisively defeat the control strategies of organized labor (and crush craft
unions) at the end of the nineteenth century. This set the scene for more
innovations in production technology and personnel management that fur-
ther reduced their dependence on skilled labor - which in turn rendered
the possibility (indeed the necessity) of joint (union-employer) regulation
of training, and of skilled labor markets generally, more remote over time.
This line of argument mirrors Huber and Stephens’s account of Sweden
sketched out above, in which the victory of the proponents of centralization
instruggles over industrial relations institutions in the 1930s created an cn-
vironment (2 wage environment, above all) in which low-wage producers
could not survive. "This tilted the playing field for subsequent institutional
and policy choices, in their case, discussions in the 1950s over social policy.

Beyond arguments based on a logic of increasing returns to power, how-
ever, the present analysis highlights the way in which institutions created
by one set of actors and for one set of purposes can sometimes be embraced
and “carried forward” on the shoulders of another coalition altogether. As
we saw in the German case, for example, neither organized labor nor the
machine industry was part of the original coalition behind the crucial legisla-
tion of 1897, yet both would eventually become hugely important carriers of
the system that evolved subsequently. The existence of this handicraft-based
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system of training had important feedback effects — crucial above all in
shaping the way that unions defined their interests with respect to skill
formation. As the ranks of Germany’ social democratic unions filled up
with skilled workers who had received their credentials under the system,
the unions developed a strong interest not in dismantling the system but
rather in controlling or co-managing {codetermining) the system of firm-
based training that it represented.” The important point is that from quite
early on German unions were themselves invested in a system of plant-
based training, and therefore pursuing strategies that were very different
from those of social democratic unions elsewhere (for example, Swedish
unions), which were more skeptical of all forms of firm-based training and
spent their time pushing instead for publicly managed, school-based voca-
tional education for blue collar workers.

The machine industry was the other key actor in Germany in the early
industrial period, not part of the original coalition but one whose strategies
with respect to the handicraft system were also vitally important to its evo-
lution. The machine industry, heavily dependent on skills, was therefore a
major consumer of the skills generated by these small handicraft produc-
ers. As elaborated in Chapter 2, large imachine companies tried to pursue a
completely different model of skill formation based on training for internal
labor markets — very similar to pracdces emerging in the United States and
Japan at around the same time. But these firms could not escape the logic
of the pre-existing handicraft system altogether. Skill-intensive industries
in Germany were pushed toward a more coordinated approach to training
through their competition with the artisanal sector whose methods they
abhorred and whose power to certify skills they coveted.

Saying that labor unions and the machine industry framed their interests
in relation to the existing handicraft system, however, is not the same as
saying that these groups were invested in those Institutions as origimally
constituted. Here 1 part ways with some path-dependence theorizing that
emphasizes “lock in” as actors adapt their strategies to conform to the
logic of prevailing institutions. Once in place, institutions do indeed affect
the interests and strategic options available to various groups. Against the
determinism of some lines of argument, however, institutions continue to

¥ Employing Greif and Laitin’s terms (Greif and Laitin 2003}, this could be characterized
as a situation in which the operation of these institutions produced behavioral effects that
expanded the “quasi parameters” within which the institution was self-cnforcing.
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Institutional Evolution and Change

The analysis above thus also provides insights into general processes of
institutional reproduction and change. Whereas eatlier generations of in-

stitutional analysis focused primarily on the effects of different institutional i
configurations on policies and other outcomes, a growing number of studies -

have turned their attention to the question of how institutions themselves
originate and evolve over time (for example, among others, Clemens and

Cook 1999; Pierson 2004; Greif and Laitin 2003). Current work in this
area has been largely driven by dissacisfaction with existing treatments of -

the subject, particularly those that draw a sharp line between the analysis of
institutional reproduction and that of institutional change. As pointed out
in Chapter 1, a common understanding in the literature sees institutional
change in highly discontinuous terms, as the consequence of exogenous

shocks that wipe the slate clean (Mancur Olson’s [1982] theory of postwar |

economic growth) or that open new possibilites for agency and innova-

tion {Katznelson’s “unsettled moments of uncommon choice” [2003: 277, -

282-3)).
Without denying that such eritical junctures are possible, the present

analysis offers a somewhat different angle on institutional reproduction -
and change. Contrary to strong punctuated equilibrium models that lead -
us to expect big changes in the context of big historic breaks, we often .8

find significant continuities through historically “unsettled” times, and on-
going contestation and renegotiation in “settled” periods that nonethe-
less over time add up to significant change. As the case of Germany
vividly demonstrares, institutional arrangements often turn out to be in-
credibly resilient in the face of huge exogenous shocks of the sort we
might well expect to disrupt previous patterns and prompt dramatic in-
stitutional innovation. As events in the immediate post-World War 11
period {Chapter 5) make clear, in times of crisis or deep uncertainty,
political actors often specifically eschew experimentation and instead fall
back on familiar formulas — resulting in institutional reproducton not
change.

As the German case has also shown, however, more subtle and smaller
scale changes in *settled” rather than “unscttled” times are also worthy of
our attention, as, over time, they can cumulate into significant institutional
transformation (see also Djelic and Quack 2003: 309). Chapters 2 and 5 of
this book traced the evolution of the German system from a core framework
aimed mostly at defeating unions to a pillar of social partnership between
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labor and capital one hundred years later. This process was defined not
so much by massive renegotiations at historic “breakpoints” (of which in
Germany over the twentieth century there were certainly plenty), but rather

~ through processes of layering and conversion (Chapter 1), as the incorpo-

ration of new groups into pre-existing institutions resulted in the addition
of new elements that altered the overall trajectory and renegotiations based

i on changing coalitional foundations that redirected the institutions toward

goals and functions completely unanticipated by the ariginal founders.

Much of the early literature on diverse national trajectories tended to
obscure these issues by conceiving of institutions as the “frozen” residue
of critical junctures, or as the “sticky” legacies of previous political battles
(see, for example, Lipset and Rokkan 1968: 3, 50, 54, which employs the
hnguage of “freezing”). More recent literature on path dependence and
increasing returns effects has, however, pushed the debate forward by spec-
ifying the dynamic processes that sustain institutions over long periods of
time (Pierson 2000a). Increasing returns arguments tell an important part
of the story, but they are mostly designed to capture the logic of institu-
tional reproduction, not institutional change. Moreover, in many cases,
explaining institutional persistence will require that we go beyond posi-
tive feedback arguments. As we scan the political and political-economic
landscapes, we find that institutional survival is often strongly laced with
clements of institutional adaptation and even sometimes transformation
of the sort that brings inherited institutions in line with changing social,
political, and economic conditions.

The general argument I have made is that institutional reproduction
and institutional change, which are often treated as completely distinct
analytic problems, have to be studied together and are in some important
ways quite closely linked (see also Thelen 1999). Formal institutions do not
survive long stretches of time by standing still. The language of stasis and
mertia is particularly unhappy because as the world around instirutions is
changing their survival will not necessarily rest on the faithful reproduction
of thase institutions as originally constituted, but rather on their ongoing
active adaptation to changes in the political and economic environment in
which they are embedded.

Anobviousand general lesson that emerges from the foregoing analysis is
to underscore Robert Bates’s cautionary note not to “confound the analysis
of the role of institutions with a theory of their causes” (Bates 1988; see also
Knight 1999:33-4). The present study serves as a strong warning against
varieties of what Pierson calls actor-centered functionalism that cngage in
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. cultural accounts that see institutions as faithfully reflecting shared cul-
' tural scripts, a longer time frame may allow us to see more clearly how
institutions created at one juncture can be constitutive and not just reflec-
- tive of a particular social or cultural orientation. The point in each case is
 that the creation and existence of the institution at one juncture can have a
formative impact on actor strategies, interests, identities, and orientations
subsequently.

Positive feedback is clearly part of the story but what also emerges from
- the present analysis is the way in which such feedback effects are not nec-~
- essarily associated with the faithful reproduction of the system as originally
conceived. In terms of the sources of (or pressures for) change, the present
study underscores the insight of Clemens and others that analyses of in-
stitutional development need to be attuned to processes unfolding on the
periphery (Clemens 1993; Orren and Skowronek 1994; Weir 1992). This
is because institutions do not just generate positive feedback, they also
‘generate grievance ... (and] actors who are aggrieved but not co-opted
are an important source of pressure for institutional change” (Schneiberg
and Clemens forthcoming: 35). Here it is important to remember that, in
politics, uniike the marketplace, the “losers” at one juncture do not neces-
sarily disappear and their “adaptation” can mean something very different
from “embracing and reproducing” the institution, as in increasing returns
arguments from economics. Where the institutions that prevail do not gen-
erate significant positive feedback effects among the aggrieved, their later
- empowerment is likely to spell institutional breakdown. This is the case
for Britain, where union-enforced apprenticeship was actively destroyed by
- employers when changing market conditions shifted the balance of power
sharply away from skilled unions.
As the German case highlighes, however, it is also important to look at
~ whether actors who are on the periphery themselves become invested in
the prevailing institutions and if so, in what ways. In the present analysis the
most important initiators of change were those that were “outside” the vo-
. cational training system as originally constituted (that is, for the handicraft
- sector), above all, the organized machine industry and organized labor. In
. both cases, the strategies these groups pursued in some ways adapted to
L the logic of the existing system while in other ways putting intense pres-
ure on those institutions to accommodate their different agendas. In cases
- such as this, shifts in the balance of power between “insiders” and previous
‘outsiders” may result in institutional conversion rather than breakdown.
Such cases combine elements of increasing returns and positive feedback

a kind of backward deduction and in which “the eftects of the institutions
[are taken to} explain the presence of those institutions” (Pierson Z,OOOb;‘
475). Looking at German vocational training institutions from today’s van-
tage point, analysts quite reasonably portray this.system as part of a high-
wage, high-quality production regime that reconciles the existence of strong
unions with strong performance in export markets. As the history shows,
however, this was not the obvious endpoint of a trajectory that could have
been foreseen in the late nineteenth century. g

As Pierson notes, the point is not that institutions are not designf.:d by
purposive actors with particular interests; clearly they arf-:.é' The point is
that “changes in the broader social environment and/or in the character .
of the actors themselves” (among other things) can, over Ume,.produce a
significant and unintended “gap” between the goa}s of the demgne:s anﬂ
the way institutions operate (Pierson 2004: 108-9). Cases wherc? suf:h gaps
can be observed may be particularly fruitful ones to mine for 1.n51ghtsj into i
the way in which institutions evolve over time. The perspective on inst- 4
tutional development elaborated in this book has emphasized the. Pohueal ;
contestedness of institutions, and argued that shifts in the coalitions on
which institutions rest are what drive changes in the form they take and the
functions they serve in politics and society. . N

In line with some current theorizing about path dependence in poh.tt(.:s, :
the present analysis shows that we need w be sensitive. to tj‘le pO?Slbll—
ity of what Stinchcombe has termed “historicist explanations,” that is, the

stitution” (Mahoney 2000: 4; Stinchcombe 1968; Pierson ZOOOa)l. Apgainst
functionalist accounts that read the origins of institutions off their current

often need a longer time frame to sce how institutions created by one
iy - . o

configuration of power or coalition of interests can be “carried forward

on the shoulders of some other coalition entirely. And beyond some

% Alchough as Schickler (Schickler 2001}, Falier (Palier forthcoming), Piers.on {Pierson 2004), - :
and others have pointed out, institutions also often represent compromises among gr.oupfi 3
with very different and even contradictory interests. In the present study, the 1897 Handicral ;:
Protection Law is a perfect example of this (sce the analysis in Chapter 2).
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with new developments that do not necessarily always push in the same
direction but rather can alter the overall trajectory.

The kind of analysis articulated here helps us get beyond blunt mod-
els of discontinuous change based on a strong juxtaposition of periods o
imstitutional “stasis” versus “innovation.” It does so not just by identifying
modes and mechanisms of gradual change, but also - this is important - by
forcing us to specify which aspects of the system are getting stably reproduced
over time and which are subject to renegotiation and why, What is incred-
ibly stable through the many truly massive breakpoints in Germany (from
1897 to the present) has been the idea of a collectively managed system
for monitoring how firms train their workers (a quite unusual historica
achievement). On the other hand, what was not at all stable, and subject to
intense contestation and periodic renegotiation was the governance struc- -
ture through which this system would be administered. That is what was
periodically renegotiated in ways that on the one hand allowed the system
to survive - by bringing it into line with changes in the societal balance
of power — while at the same time putting on these institutions an entirely
different and unanticipated spin compared with the political and functional
logic of the system created in 1897. This case makes clear that one can often
make sense of the form and functions that institutions have assumed only
by viewing them, as Pierson and Skocpol (2002) recommend, in the context
of a larger temporal framework that includes the sequences of events and
processes that shaped their development over time. '

Bibliography

ABB. 1955, erzeichnis der anerkannten Lebr und Anlernberufe in Industrie, Handel

und Verkebr. Bielefeld: W. Berrelsmann.

i Abel, Heinrich. 1963. Das Berufsproblent im gewerblichen Ausbildungs- und Schulwesen

Deutschiands (BRD). Braunschweig: Georg Westermann Verlag.

| Abel, Heinvich. 1968. Berufiersichung und beruflicher Bildungsweg. Edited by K.

Stratmann. Braunschweig: Georg Westermann Verlag.

cemoglu, Daron. 1996. Credit Constraints, Investment Externalities and Growth.

in Acguiving Skills, cdited by A. L. Booth and D. J. Snower. London: Centre for

Economic Policy Research.

 Acemoglu, Daron, and J6rn-Steffen Pischke. 1998. Why Do Firms Train? Theory
and Evidence. Quarterly Journal of Economics 113 (1): 79--119.

Acemoglu, Daron, and Jérn-Steffen Pischke. 1999a. Beyond Becker: Training in

. Imperfect Labour Markets. Fronomic Fournal 109: F112-F142.

Acemoglu, Daron, and Joérn-Steffen Pischke. 1999h. The Structure of Wages

b and Tnvestment in General Training. Journal of Political Economy 107 (3): 539

b 72,

b Adam, Hermann. 1979, Der Einfluss der Industrie- und Handelskammern auf politische

Entscheidungsprozesse. Frankfurt: Campus Verlag.

Adelmann, Gerhard. 1979. Die berufliche Aus- und Weiterbildung in der deutschen

§ Wirtschatt 1871-1918. In Berufliche Aus- und Weiterbildung in der deutschen

Wirtschaft seit dem 19. Jakrbundert, edited by 1. Pohl. Wiesbaden: Franz Steiner

: Verlag.

t Agriculturc and Commerce, Ministry of. 1903. Shokkd jijo. Tokyo: Ministry of Agri-

. culure and Commerece,

p Albert, Michel. 1993, Capitalism versus Capitalism. New York: Four Walls Eight

f  Windows.

i Albrecht, Willy. 1982, Fachverein, Berufigewerkschaft, Zentralverband: Organisations-

probleme der deutschen Gewerkschaften 1870-1890. Bonn: Neue Gesellschaft.

. Alewell, Dorothea, and Julia F. Richter. 2001. Die Ausbildungsplatzabgabe als In-

£ strument our Internalisierung externer Effekte. In Bildung und Beschifiigung,

edited by R. K. von Weizsicker. Berlin; Duncker & Humblot,

296 207



