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Abstract The objective of this paper is to study theeeff§ on solidarity, risk, and equity
of the introduction of choice and competition itite provision of public services. Many
European countries have embraced the choice agemddfare arrangements with a

view of improving efficiency and/or quality. Foxample, citizens are freer to choose
between health and education services than they avdecade ago. We first examine the
motivations behind the consumer choice agendaydiireg) the role of the European

Union in enhancing choice within social and welfergtitutions. Second, we analyze
how the introduction of choice may introduce neadg-offs and affect the pooling of
risks in European welfare states. Third, we oattime research methodology for our case
studies on education, employment services and temg-care. The paper explores the
possibility that rather than presenting a challetogeolidaristic welfare citizenship, the
introduction of choice may in the longer term safagl the public provision of services

by providing the basis for a new political consensu



1. Introduction

Our argument and point of departure in this papdnat potentially profound changes in
welfare arrangements are driven by the introduatioiconsumer choice’. This is in
contrast to the literature on welfare retrenchmenast prominently the ‘new politics of
the welfare state’ (Pierson 2001), which has ardghati‘permanent fiscal austerity’ is the
main driver. The ensuing literature focused onititceme distributive effects of

dwindling resources to explain changes in Europealfare states. But a related
literature also documented considerable changen oftite hidden and subtle (eg Ferrera
and Rhodes 2000, Hacker 2005). Among these chalilgerglisation has been identified
as a ‘dominant trend in advanced political econsh{®treeck and Thelen 2005: 30). At
the same time, social expenditure measures of reetfifort have stagnated at high levels
(Castles 2001, Adema and Ladaique 2005).

The reasons for our different point of departuoafithe new politics of welfare are
threefold: First, in welfare economic terms theich@agenda breaks with the time-
honoured equity-efficiency tradeoff and thus comvél a novel and robust justification
for social policy interventions which relies less solidaristic motives. Second, in
political terms the involvement of the private seareates its own dynamic of support
and demand for more choice. And third, Europeaggiattion is a complementary driver
and supporter of the choice agenda at the memidnerlsvel and, in turn, the EU has

strong motives for supporting the choice agenda.

Consumer choice is understood here as offeringpigtor clients of welfare services the
opportunity to demand quality, variety and altenes. This is typically achieved by
introducing competition between providers, eg bimg their funding dependent on
actually delivering a service for which there isadternative. But why would
policymakers offer choice in public services? Mes\can be quite varied: proponents of
the choice and competition agenda claim that ti@réa services, improved quality, and
subsequent greater consumer satisfaction, will head stakeholders to embrace public

service provision. Also, the promise of the chom@hpetition agenda is that the offer of



differentiated services will lead to greater consusatisfaction, which in itself may lead
to a greater willingness to pay, hence, to poténtigher income generation in welfare
markets. But it can also be a pro-active, govemirtexl reform strategy: increasing
consumer choice is intended to stir up entrenchditributive systems, create
supposedly healthy competition at the margins addde reforms. These reforms tend to
allow for differentiated services in return forister control and often part-privatization

of costs.

In this framework paper, we first clarify the pddsiinterpretations of choice and discuss
which manifestations of choice have in practicevptbto be most relevant. Then we
examine the motivations behind the agenda to inteadhoice analogous to consumer
demand, including the role of the European Unioanhancing choice within social and
welfare institutions. Third, we analyze how th&aduction of consumer choice may
introduce new trade-offs and affect the poolingisifs in European welfare states.
Finally, we outline the research methodology for case studies on education,
employment services and long-term care in the sbfeEuropean integration. Overall,
we are interested in the possibility that rathantpresenting a challenge to solidaristic
welfare citizenship, the introduction of choice mayhe longer term safeguard the

public provision of services by providing the basisa new political consensus.

2. The various meanings of choice

In principle, choice can extend to at least fiv@einsions of a social service (Le Grand
2007: 39-40): where, who, what, when, and h@¥tererelates to the choice of provider
(eg which care homeyhoto the choice of the professional (eg at one @ag centre or
another?)whatto the choice of the service or treatment (egle¥gial or home care?),
whento the choice of timing (of an appointment oreatment) antiowconcerns the
choice of access and communication (eg consultédicerto-face, over-the-phone or
web-based). In practice, there is an importanhsiinension, namely the question of
‘who does the choosifig the individual user, an individual agent (aatele, the GP)

who represents the user, or perhaps a colleckeealisocial care Trust contracting with



hospitals on behalf of a group of users? The nedstant choices in practice seem to be
the choice of providers or of services and whethisris done by the individual user or
by a collective on behalf of the individual (Willres and Rossiter 2004: 6).

Introducing choice of providers does and did natessarily mean privatization of
services; it can be between public providers thagaven financial incentives to
competé’ Furthermore, a very important dimension to deljpnivatisation is to
distinguish the important role of non-profit priegatrganisation in complementing public
coverage which must not be confused with marketisaif welfare. Butwho pay®’ can
be seen as a seventh dimension of choice if @léded to privatizing social services.
Various forms of cost sharing for basic serviced empayments for additional services
allows monitoring demand in line with individuatapacity and willingness to pay. A
related dimension, finally is the territorial omamely the assignment of decision making
authority and its financing. For instance, it idivk@own from the literature on
federalism that decentralisation to the lowestlle¥@uthority (local level) without
providing full federal funding is likely to makedal authorities ration services and
introduce stricter means or needs-testing (Joumaddkongsrud 2003: 22-23).

This leads to a more general point: despite thensomreference to ‘post-welfare
policies’ (Gorard et al, 2003), consumer choicedsquite as new a feature of the
welfare state as its proponents sometimes makeligvé. But the interesting point for

us is that this has become a ‘selling point’ fotfewe reforms. While additional services
against co-payment have been a time-honoured itemany insurance contracts, notably
health care, the fact of additional services wasroheglected while co-payments were
understood and justified as a means of containiagihihazard and thus the ‘cost
explosion’ in health care. The choice agenda canthis on its head: that the co-
payment is unrelated to the likely cost of the #ddal service may be downplayed or
ignored altogether while the availability of moexwces becomes the centre of attention.

24t is the presence of competition that matter, the ownership structure of providers [..].” (Geand
2007: 42)



It is exactly this shift of emphasis and what dsivepolitically and economically that

interests us here.

As will be argued in the next section, we haversireeasons to believe that the thrust of
European welfare reforms is no longer on retrenctirbet has moved on to a more
positive (sounding) agenda of choice. But in practjuite a few tensions arise and they
affect the pooling of risks between citizens whigh be outlined in the fourth section. In
the fifth section, the research design will be expd: We try to identify patterns of
choice elements that can be interpreted in favbpadicular motivations for introducing
choice, such as middle-class electoral politiggitilising public welfare or, indeed, cost
containment. We conclude with some pointers tdhkrrtesearch, to in-depth qualitative
case studies that are necessary since not all igged about motivations can really be

distinguished at this general level.

3. Therationalefor introducing mor e choice in European welfare states

Ouir first reason for the hypothesis that the chaigenda is a potentially more profound
and powerful determinant of welfare systems ani ti@nge than ‘permanent fiscal
austerity’ is its more appealing, legitimate ecorofoundation. The economic rationale
for choice in welfare presupposes that there isd& wange of social policies to which the
equity-efficiency trade-off does not apply, openumopportunities for economically
equivalent choices. The new economics of the welsgate (Barr 1992, 2004; Sinn 1995)
supports this view that social policy can act ‘gg@ductive factor’, to paraphrase the
Social Agenda of the EU. It has identified two esithrough which social policy
interventions can make the market economy worlehetither by compensating for
market failures such as adverse selection or negaftiternalities or by allowing
individuals to take riskier choices that will, oveaage, yield higher returns. The
economic literature on user choice and providerpetition added to this reconciliation
of markets and social policy by studying how, imtwsocial policy can emulate market

mechanisms to improve welfare provisions (Le Gra9dl; Le Grand and Bartlett 1993).



The concept of ‘quasi-markets’ captures arrangesnenwhich providers on the supply
side compete just like in commercial markets. Betusers on the demand side make
their choice without being constrained by unequatpasing power, i.e. the service is
paid for by the state following the user’s choime,instance through vouchers or a
funding formula that responds to demand. “The guaaiket is thus a fundamentally
egalitarian device, enabling public services talékvered in such a way as to avoid most
of the inequalities that arise in normal marketsrfrdifferences in people’s purchasing
power.” (Le Grand 2007: 41) This redistributionahgh market mechanisms, ex ante
(from the rich to the poor) and ex post (from thekly to the unlucky), seems to combine
the best of both worlds: the efficiency of marketth the equity of welfare. Its appeal to
users depends less on solidaristic motives thamproved satisfaction with the
individual service that taxpayers or contributaofiexctively finance (CEC 2008: 63-64).
However, we will argue below that other tradeoffsynbe involved in the reconstruction

of risk communities implied by user choice and jev competition.

Second, the political dynamic that the choice agerrdates is likely to be self-
perpetuating (Blomqvist 2004: 152). For one, id®to be supported by those who are
actually interested and able to make choices aggkttend to be the more resourceful
members of society. To the extent that choice dud=ed lead to the involvement of
private providers, there will also be political popt from the supply side of a quasi-
market. Moreover, the development of ever morerdified and tailor-made social
services could feed on itself if “the logic of difiaation (that social groups seek to
define themselves by separation from others antdregusly invent new ways of doing
so0) is likely to create ever-increasing demandsrfore exclusive and culturally ‘distinct’
service alternatives.” (Blomqvist 2004: 152). st services may again be provided
more for the resourceful and articulate membeoofety who are willing and able to
demand them politically. Finally, the provisionuger choice in quasi-markets may lead
to the privatisation of financing them, fully or parts, because the beneficiaries do not

want to wait for authorities to purchase them airtbehalf. The privatisation of welfare



finance would again create political support amprayiders and the beneficiaries of

tailor-made services.

Third, though choice in social welfare is not apleoit policy objective of the European
Union, the choice agenda gets some of its impetus European integration. We have
already indicated that the mantra of the EU’s agefsbcial policy as a productive
factor’, fits the welfare economic rationale of ttfeice agenda perfectly.
‘Modernisation’ is another catchword by which then@nission identifies a trend that
involves more choice for users. A substantial stiadyDG Employment identifies user
orientation (‘more choice’) as one of six drivefsymdernization of social services and
healthcare systems (Huber et al 2008:*.6)Jowever, more importantly, the EU’s goal
to advance cross-border mobility in areas sucheafifhcare, education, and employment
service provision has clearly helped the consurheice agenda, though to different
degrees in each of the these areas. For examptaying several ECJ rulings in the late
1990s holding that the freedom to provide servioekides the freedom for the recipients
of services to go to another Member State in otmleeceive those services, patient
mobility and consumer choice have become an int@gira of the policy agenda in health
care provision. Notably, the Commission’s propdsaa directive on cross-border
health care, which amongst others aims to ensilear‘mformation that enables people
to make informed choices about their health caenimission 2008a: 9), will reduce the
risks patients bear when receiving cross-bordeltihearvices, thus contributing to the
choice agenda and an element of competition irttheate.

A final reason for our contention that the choigerada has a profound impact on welfare
arrangements is more circumspect, and is relatedwoit potentially may affect the
democratic consensus as enshrined in national eedtate arrangements. The literature

allows us to identify at least three routes througiich the democratic consensus may be

% ‘Modernisation is a response to the main socidlezonomic challenges EU societies are facing agei
gender equality, social integration, labour mafleetibility and efficiency, etc). The necessityddapt to
changing needs, which cannot be dissociated frensdfarch for quality improvement, efficiency andtco
containment, is amongst the most important drieéreodernisation. In a context where the services
needed are becoming more sophisticated and conthkereed to develop a stronger user orientation, t
increase user empowerment and to promote accsssit rights also play a role in this processE(C
2008: 61)



affected. First, in line with deliberative suproaalism (Sandholtz and Stone Sweet
1998; Eriksen 1999), we may see ‘choice’ in sowmilfare as the material underpinning
for a cosmopolitan identity of EU citizens, reaigithat Europe empowers taxpayers vis-
a-vis the national welfare bureaucracies. Secamdine with fiscal and political
federalism (Marks and Hooghe 2001; Nicolaides 20 choice agenda can be
understood as contributing to the building of adpetan welfare state, which guarantees
minimum standards of entitlement and improves g®af regional capacities through
the mobility of clients. Finally, in line with thHéerature on the rise of the EU regulatory
state (Majone 1996), we can rationalise consumeicehas a vehicle for separating
redistributive goals from objectives of efficienagd productivity, so that this ‘fourth
branch of government’ becomes responsible for tih@ency-enhancing aspects of
policies that tend to be neglected in national denames. In other words, different
conceptions of democracy in the EU would eachfygiie reconstruction of risk
communities at the national, supra- and even sidratlevel through choice. The EU
therefore has an inherent interest in this agemda though it does not see itself as the

main driver of a more consumerist orientation iffare (CEC 2008: 61-64).

4, Tensionsin the choice agenda and the resultant effects on risk-pooling

The economic rationale and the likely political dgmic outlined above indicate that the
choice agenda inherently incorporates some tersewm trade-offs, or perhaps simply
presents the old equity-efficiency trade-off ineamnguise. As argued, choice may be
politically more attractive for resourceful membefsociety, educated middle-class
households, rather than for the less well-off (agimas they may like choice as well),
and hence be economically regressive. This would affect the image of the EU as a
destroyer or a rescuer of the European welfare.st&e following is a general outline
with a few examples of the trade-offs involvednmpliementing a choice agenda, mainly

taken from the case of long-term care.

Even strong proponents of user choice and prowdepetition in welfare economics

concede that a number of preconditions have talfii#dd for quasi-markets to deliver



on their promise of improving the quality of socsarvices “without adverse
consequences in terms of increased inequity” ([@&adnd Le Grand 1993: 19, cf.19-33
for the following). First, thenarket structurewill never follow the ideal atomistically
competitive model of an economics textbook sineephice mechanism will not fully
reflect individual user preferences but decisiornthe funding public agency. Hence
‘voice’ or political mechanisms of user involvemerted to be put in place so as to make
up for this relative deficiency of the price mecisam The voice of users may also help
to compensate for some loss of control over thelsugide, ie the social service
professionals and the cost of their labour, whiels lone of the major virtues of a
monopsonistic public sector” (Bartlett and Le Grd®@3: 23). Furthermore, note that
competition between providers may come at the @fodtiving out cooperation between
providers, e.g. hospitals, which may generallybtlesirable (Williams and Rossiter
2004: 12).

Second, with a multitude of providers, the problrasymmetric informatiors likely to
get worse: “[T]hese include the likelihood thatyiders will adopt opportunistic
strategies in the face of incomplete informatitn increased risk premia required by the
risk-averse providers of services; and the incréasininistrative costs of fully specified
cost-per-case contracts.” (Bartlett and Le Grar@3126) On the demand side, this is the
notorious problem of quality uncertainty (Akerld70). Clients will need help and
advice to make choices between providers or tregredficiently. This is the basic
rationale for having intermediaries making the ckan behalf of the individual user but

it also implies that choice is actually confined.

A third trade-off concerns the transaction cosbimed. As we know from Coasian
institutional economics, market coordination hasstderabldransaction costs
especially under conditions of uncertainty wheis ot possible to specify future
contingent prices fully in advance. Under thesedatoims, hierarchies in the public
sector or in firms can be less costly allocatiortih@misms. Transaction costs also figure
on the demand side in that exercising choice effelgtrequires clients to incur some

costs and search actively for information (Williaarsd Rossiter 2004: 5).
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A fourth problem that needs to be recognized istthmmotivationof market actors and
social service providers is not necessarily conytior providers being responsive to
(quasi-)market signals, they must be driven, atlemsome extent, by financial
considerations. Yet, the clientele may be vulnexapld incapacitated, and the services
they need are typically more vital than a hairturder to avoid that commercially
driven providers exploit the power asymmetry in iakationship, the public sector
purchasers need to be strong advocates of usegstgestill. Moreover, some excess
capacity is a necessary cost of choice for prositiebe able to respond flexibly to
demand (Williams and Rossiter 2004: 10).

Last but not least, a particular formaxfverse selection or discriminatiaslikely to
become a problem with market provision, namely ghpicking or cream skimming. It
means that the least needy clients get the bastesecause they are less costly to
serve. “Only if the contract price varies in an agguiate fashion with the needs of the
client will cream-skimming not be a problem.” (Batt and Le Grand 1993: 33)
However, even if a highly geared pricing formula aacentivize providers to serve
‘difficult’ clients, this may lead to mistrust be#éen purchaser and providers as they will
have opposite incentives to downplay or overstagpectively, the real need of clients
(Bredgaard and Larsen 2008: 349).

The most fundamental tension or trade-off beconesas if we take the political
dynamic into account. Above all, the predictiontttesourceful clients will take up the
offer for choice more effectively than the lessivadt households suggests that any
assessment has to look at both choosers and naserisaWilliams and Rossiter 2004:
18). Thenegative externalitpf providing choice for some on those who do nkeété up
or are not choosers is aptly illustrated by Bardéed Le Grand (1993: 17): granting
choice for users to get (support for) residentgakanay reduce choice for carers on
whom there is now moral pressure to care at horeaefally, there is a danger that
public services, for instance state schools, dat#e because private alternatives are

taken up selectively, leading to segregation imorgpublic and well-endowed private
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services. However, in theory there may also beeling-up effect’ on public provisions
because competition puts healthy pressure on benazas to improve their ways
(Williams and Rossiter 2004: 9). The level in talferates as well as the share of
different user groups in take-up are indicatorthef effect on social service provision
that can go either way: undermine public servicew@ know them or improve them by
providing competition and more choice. For the pean Union and its inadvertent as

well as explicit support for the choice agenda i ivital question which effect prevails.

All these tensions affect the amount of risk pogplamd segregation that results from
introducing choice into welfare systems. In thedris not always clear whether this
works out in favour of more or less social secumtywhich user groups are exactly
affected. For instance, does the imperfection alsgmarket structures — given the
atomistic competitive market as the benchmark d tedetter insurance of so far
neglected risks because users are allowed nowotmsehaccording to their preferences
and constraints? Or does the loss of control dwestipply side lead to cream-skimming
and other forms of segregation, of the less wdtirmed or those less inclined to incur
all the search costs involved in making choices2®take another example, does the
negative externality from providing private altetimes lead to less insurance/ lower

quality of services for those dependent on pulidic management of last resort?

5. Motivations driving the agenda for more choice

The literature on welfare reforms in general andichin particular has in theory
established a number of motivations behind thedhiction of choice in welfare systems.
Many observers have noted that an important imgetgsvernments’ embrace of
market-based reforms in public services has bemduhl concerns over quality and cost
(Adnett, 2004). In areas such as healthcare batemlacation, governments have become
increasingly concerned about perceived slackingiaridards and care, while at the same
time costs have grown exponentially. In so fam&®ducing choice and competition

into education or health care is expected to indat®ols or hospitals to deliver higher

quality services more efficiently, the governmeiit mot find it hard to sell its reforms.
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What is not easy to discern, however, is the redagimphasis put by reform proponents
on quality enhancement versus cost containmentneluating the (political) motives
for market-based reforms in public services, important to distinguish whether the
reform is primarily driven by budgetary constrainotsoy consumer demand for better
guality, better services, etc. In our empiricaecatudies, we will make an effort to
differentiate the drivers of the choice and contpetiagenda by looking at patterns of
choice elements and by trying to identify the pcdik coalitions that support the
introduction of choice and competion in area suedith care, education and employment

provision.

Our methodological approach is inspired by the pelitics of welfare which analysed
major policy programmes as the source of reforntipsl(Pierson 1994, pp.39-40). How
a policy is institutionalised, determines whicheirgst groups have a stake in it and which
have reasons to push for change, how resourcesdlacated and how rules constrain or
facilitate certain changes. This way of lookingdhet politics of reform follows an older
tradition in comparative public policy researchyrided by Erich Schattschneider and
Theodore Lowi, who thus responded to the claimsatifical pluralism where it was
interest group politics that produced certain peficOur take of the opposite maxim
‘new policies create a new politics’ is to infeorfin choice reforms we observe what the
political motivations and possibly economic rati@saare. We are not so much interested
in the original intentions of reformers, than inatimas actually been the outcome in
terms of the new stakeholders created and riskspgegarated or created. Having said
that, where we can infer the original intentiores; §om subsequent adaptations, they

may give us a clue about the political and soawdicy difficulties of liberalising welfare.

Cost containmens a prominent motivation, and one that comesedo® the theme of
retrenchment under ‘permanent fiscal austeritghigmnew politics of the welfare state
(Pierson 2001). A problem with this motivationhat it is both omnipresent and yet hard
to pin down. It is always present since even gavemts with traditionally soft budget
constraints have become rather cost-conscious)yfliecause EU fiscal surveillance

keeps on asking them to justify unsustainable spgnuhths. Politically, however, it is
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hard to pin down and can easily be overestimatedrastivation; otherwise we should
see more cuts in the big spending programmesaifthand pensions but, on the whole,
we do not. Moreover, budgetary cutbacks are ofteguised with appeals to quality
improvement. Our approach here is to look at tharfcing arrangements for a particular
scheme: cost containment is likely to be at worfbifinstance means-testing that
restricts entitlement is combined with decentralieancing, for instance by local
authorities, which creates disincentives for gengifonding, and if private for-profit
alternatives are rather restricted because thelttehe expensive (Lundsgaard 2005:
28).

Commercial interestsf for-profit providers can be the driving forcetind choice
reforms and this is what many social policy sctolag Hacker 2005: 65-68) and public
authorities suspect (Bredgaard and Larsen 2009: 34® would locate them in the fact
that for-profit providers actually play a promineate in social service provision, that the
authority over financing is quite fragmented (tihugreasing the availability of resources)
and that users are given the option to substitpigbdic for a privately funded scheme. It
should be noted that commercial interests as tivengrforce make cost containment

quite difficult because the government loses comver finances.

Administrative modernisatiois a motivation that clearly comes out of theréitare on
guasi-markets; and scholars who adhere to thisoapprhave advised governments to
that effect (Le Grand 2007). The modernisation essigediscernible in the attempt to
foster competition between public and non-profavpders while there is centralised
authority over the financing of the choice schelhthis motivation is prevalent, existing
institutions are largely preserved, such as coutiiob-based or means-tested entitlement.
We would also not expect an emphasis on for-ppsttviders which do not compete on a
level-playing field and their involvement (beyormhee trial schemes) may be too
disruptive if gradual modernisation is the driviiegce. It may be indistinguishable, in
terms of observation, from another motivation, ngnegitimising public welfarehat

can be discerned conceptually in the early quasketditerature (Le Grand and Bartlett

1993). In an effort to shore up the legitimacy oblic welfare, allowing choice and
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competition are calculated to increase consumefaetion, hence, giving previously
perhaps poorly performing hospitals or schoolswa lease of life by securing a

continued stake in the system for important comstits. Thus, paradoxically, a genuine
belief in the effectiveness and fairness of pupiwvision, such as state schooling, may
drive the introduction of market-based reformsublg: services. This motivation is
related but possibly different from administratimedernisation insofar as the basis of
entitlement tends to be universal, i.e. service=s exhich choice is given are financed out
of taxes, non-profit providers are co-opted as adeg groups and outside options can be
chosen as a complement. The motivation sharesadithinistrative modernisation that

the central control over finances is not relingash

Middle-class electoral politics the motivation that political scientists likéoBqvist
(2004) put forward as a motivation behind choidemmas in Sweden. We would see this
motivation at work if contribution-based entitleniécombined with choice of private
outside options, either as a top-up (supplemenfgracomplete opt-out for the private
alternative (substitute). The attempt at enticinddie-class voters could also be seen in
providing maximum choice of providers, includingvate for-profit providers, which
cater tailored services to well-informed clierffamily policyis a related motivation. It
can only be distinguished as separate from mididleselectoral politics if it addresses
the specific needs and interests of (female) cavéeswould see this at work if universal
entittement financed out of general taxes (ie hamseest or contributions as basis of
entitlement) is combined with choice among non4pgviders. In this we would see
the attempt to allow women to reconcile career@are obligations even if their work
does not provide ample resources to pay relevaatuats for the opportunity of choice.
If family policy is mainly directed at raising feteeemployment rates, we would expect
to find the same pattern as in middle-class elatfolitics, namely contribution-based

entittements and choice among providers that iredufdr-profit agencies.
Despite some scholars’ skepticism about the redgiaucity of friends in the political

world for post-welfare policies (Le Grand, 2007:L6¥e submit that the choice and

competion model’'s appeal to middle-class votersmndte providers may make it an
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attractive option across the political spectrundeked, the introduction of choice and
competition in public services “do not fit neathto boxes of left and right.” (Le Grand
2007: 156). Politically parties are generally dedld with factions within opposite parties
arguing the merits or not of post-welfare polici€sertainly, the debate on choice and
competition in public services does not easilydavinto a traditional left-right axis, with
Social Democrats opposing market-based reformgawdte sector involvement and
Conservatives in favour. We hypothesize that etk understanding this ‘post-
partisanship on post-welfare policies’ lies in gesition of the middle class and the
possible legitimizing effects of the reforms on faet services. The middle class is the
most likely to benefit from the introduction of gaimmer choice, possessing the voice to
demand and the information to obtain quality buhatsame time not having the means
to go fully private, and they are a crucially catusincy to mainstream political parties in

most European countries (Baldwin 1990).

Given the complexity of motivations, our strategythe empirical case studies is
specifically to see to what extent we can exclum& containment as the primary
motivation and then discern other motivations e lwith our research design. If we
preliminary look for example at the case of longrtdealth care;ost containment
strategies in LTC would give limited support forfaal residential care (eg communal
day care) but not allow private institutional cadeajours means-testing and local
authority over financing because that tends to kesps down. On the other hand,
commercial interestas the driver, characterized by the option ofgigwnursing homes,
massive involvement of for-profit providers and thessibility to opt out of public
schemes altogether (ie substitute) would be at wdlthscost containment. Similarly, free
choice between supported residential care andmyihgimes of a good quality, i.e.
between a relatively ‘cheap’ and the expensiveoopdif institutional care, and the option
to pay for additional services (supplement) or emempt-out (substitute), would suggest
thatmiddle class voterand ‘productivist’ (work-oriented) family policyra drivers,
incentivising women to enter employme@are-oriented family policys distinguishable
in that it does not give expensive institutionalecaptions but in contrast to cost

containment gives generous support to formal resialecare and provides universal
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entittementsAdministrative modernisatigrmncluding better pay and career opportunities
for staff in institutional care, and more tailorel@centralised provision combined with
central finance (quasi-markets) is also incompatiakh prioritizing cost containment.
Finally, legitimizing public welfares a motivation for reform in long-term healthesar
can be discerned in universal entittement, in cemgntary and supplementary financing

of services, and in the attempt to co-opt non-pmfviders, largely for political reasons.

6. The Choice Agenda in the European Union*

As previously stated, one of the reasons for wieyctioice and competition agenda may
have a profound impact on welfare state changeparittipation in Europe is that these
policies dovetail with the European Union’s agend@aough consumer choice in social
welfare is not an explicit policy objective of th&J, the EU’s goals in the single market
and particularly cross-border mobility have enhancensumer choice significantly in
the EU. Advancing cross-border mobility in heal#ire, education and employment has
clearly increased consumer choice in these thessathough to different degrees.
Beyond the enhancement of mobility, the effect Ofiolicies on choice is less clear,
however. Policy coordination at European level thimithe context of the Lisbon
Agenda, for example -- has potentially a positiffect on the degree of consumer
choice. But critics would argue that it may leactdownsizing of services free at the
point of delivery and thus lead effectively to lesmice for the less well-off. In the
following we briefly outline the EU’s policies orehlth care, education, and employment

services with a view to sketch the apparent effetthe EU’s policy agenda .

Health care

A prominent reference to choice in health carelmafound in the 2006 Council
Conclusions on Common values and principles in gemo Union Health Systems. The
then 25 health ministers of the European Unionejte ‘aim to involve patients in their

treatment, to be transparent with them, and ta diffem choices where this is possible,

* This section draws heavily on a note “Consumeiazhin social welfare — the European Union agenda”
prepared by Maximilian Freier whose excellent redeassistance we would like to explicitly
acknowledge.
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e.g. a choice between different health care sepriceiders.” (Council 2006a: C 146/3)
Further, the Council Conclusions make explicit refee to the introduction of market
mechanisms in the health care sector:

We note increasing interest in the question ofthe of market mechanisms
(including competitive pressure) in the managenoéhiealth systems. There are
many policy developments in this area under wahénhealth systems of the
European Union which are aimed at encouraging lityiend choice and making
most efficient use of resources. We can learn feach other's policy
developments in this area, but it is for individo@mber states to determine their
own approach with specific interventions tailoredte health system concerned.
(Council 2006a: C 146/3)

However, there has been no policy follow-up on28686 Council Conclusions regarding

consumer choice. While the Commission has noted2607 White Pap&that
‘healthcare is becoming increasingly patient-cehtred individualised, with the patient
becoming an active subject rather than a mere bbfdrealthcare’ (Commission 2007:
4) and suggests empowering patients through eduncatid information to be able to
make informed choices in health care, the papes doemake any direct references to
consumer choice. Very much in line with the spmfithe 2006 Council Conclusions, the
Commission seems to believe that the organisafitimeonational health care systems

falls within the purview of the member states.

A major exception to this general rule, howevethes area of cross border health care
provision, where consumer choice is integral pathe policy agenda. Policy initiatives
in this field follow several ECJ rulings in thedat990s holding that the freedom to
provide services includes the freedom for the iieals of services to go to another
Member Sate in order to receive those servicegthecluding persons in need of
medical treatment. In July 2008, the European Cmsion published a proposal for a
Directive on patients’ rights in cross border heedire with the aim of providing a clear
framework for cross border healthcare (Commissi@dB82). The proposed directive aims
to regulate reimbursements for health care providedher Member States as well as
ensure minimum standards of quality, safety anidieffcy for cross-border care. The
Directive passed the European Parliament in ARt®and was last discussed in the
Council on 8 June 2009 (Council 2009).
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Clearly, the ECJ rulings on cross border healtle tass increased consumer choice. The
Commission proposal, which aims to ensure ‘cleBormation that enables people to
make informed choices about their healthcare’ (Cassion 2008a: 9) among others, will
reduce the risks patients bear when receiving dsoeder health services, thus
contributing to the choice agenda and an elemeobwipetition in health care. However,
it should be noted that the volume of cross bohgailth services remains relatively

small. Only 1% of the EU health care budget is speanother EU member state
(Commission 2008b). This means that consumer clasidesubsequent competition is
likely to remain contained to border areas and acute health services such as aesthetic

dental care and hearing aids.

Education

The EU’s regulatory competences in the field ofeadion are even more limited than in
the area of health care. Education has traditipieden one of the mainstays of national
welfare states, with its contribution to citizenstsolidarity and equity (Kap 2008;
Wilkens 2005). Similarly to the field of healthreain education too the limited
competences that the EU possesses, effectivelyosispgn agenda that increases
consumer choice in educational provision. Whil¢hia past the role of the Commission
was largely limited to programmes fostering crossibr mobility of students, education
policy has gained new impetus through its inclusiothe Lisbon Agenda, which
recognises education as one of the key policy itigerto enhance the competitiveness of
the EU°

Following the 2000 Lisbon Council and a subsequdeaift report by the Commission
(Commission 2001), the Ministers of Education addph 2001 a report on the future
objectives of education and training systems (Coo@@01), followed by a 10-year work
programme in 2002 (Council 2002). The main objedilaid down in these Council

documents were (1) the improvement of the quahty effectiveness of education and

® The Integrated Guidelines for Jobs and GrowthuidelGuidelines on the need to expand and improve
investment in human capital (guideline no. 23) addpt education and training systems to new
competence requirements (guideline no. 24) asagedl guideline on innovation (guideline no. 7).
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training systems, (2) facilitating access to edoca&nd training systems, and (3)
opening up EU education and training systems tavider world. In May 2009 the
Council passed a new work programme, titled ‘Edooa& Training 2020’ (Council
2009a). It comprises four slightly revised mainemiives, now making more explicit
mentioning of mobility. Similarly, Council Conclusions on enhancing perships
between education and training institutions andas@artners call for increases of
awareness ‘among all stakeholders — employers a¢idacand training institutions and
the learners themselves — of the opportunities kviigst for mobility, in particular in the
field of work placements and apprenticeships’ (GoiLZ009b: 9). Improving mobility in
education and training has the potential to in@ehs choice by opening up new

education and training alternatives hitherto outhefreach of the learners.

The EC has supported programmes for cross boradaeage since the 1980s, including
programmes in school education (Comenius), higteca&tion (Erasmus), vocational
training (Leonardo da Vinci) and adult educat{@rundtvig). These programmes have
been renewed under an integrated action programitie ifield of lifelong learning for
the 2007-2013 budgetary framework (Council 2006yil&rly, the European Union has
worked towards facilitating cross border mobilititweducational and training
qualification recognition policies by embracing tbhels of the Bologna Process such as
the European Credit Transfer System (ECTS), amddnting other standardised skill
certificates, such as the europass (Council 2@#her aspects covered by the Lifelong
Learning Programme include higher education refaehpol education policies,
vocational education and training, adult educatasmg new skills for new jobs (see

below)?

Much of these initiatives are closely tied into thebon Process. The policies discussed
in these different areas mirror the policy prograrohthe Education & Training 2020

work programme, including (again) mobility, qualédgd efficiency, equity and social

" The four main objectives are (1) making lifeloegrning and mobility a reality; (2) Improving theatjty
and efficiency of education and training; (3) praimg@ equity, social cohesion and active citizenstip
enhancing creativity and innovation, including epteneurship, at all levels of education and trgjni
Council 2009a

8 http://ec.europa.eu/education/lifelong-learningipg@tioc36_en.htnfaccessed 20/06/2009)
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cohesion, and creativity and innovation. They $albrt, however, of explicitly
addressing the student choice dimension in the Iihodgenda or the impact of
competition among higher education institutionshimitthe member states. The
deliberations on school education systems foculusixely on education quality and
social inclusion (Council 2008b). Whereas freeostithoice has been a much debated
topic in education politics, particularly in the thd States, the EU has not developed an
explicit policy stance on school choice. One pdesieason is that a research report
published by the Commission finds no clear equalithancing effect through free school
choice (Horn 2006) but the reasoning would neethéurexploration in our empirical
case studies.

Employment services

The employment services policy of the European bisalso conducted within the
OMC framework of the Lisbon Agenda, particularlg tBuropean Employment Strategy.
Following a Council Resolution in November 200& Gommission published a
Communication titled ‘New Skills for New Jobs’. T@®mmission initiative ‘stresses the
need for more effective education and trainingged and modernisation of labour
markets through flexicurity’ (Commission 2008: 10he document proposes several
mechanisms to anticipate and counteract mismatotsdsll formation and labour market
demands. In line with what we observed on healtk and education, among these
mechanisms is a clear reference to cross bordeilityab employees:

The removal of obstacles, including administrabeeriers, to the free movement
of workers in the EU, as well as more transpanefiarimation on labour market
trends and skills requirements, would contributhtopromotion of occupational,
sector and geographical mobility and allow a bettatch between peoples’ skills
and job opportunities. (Commission 2008: 9)

Most prominently, the European Commission has Bifed its efforts to increase the
cross border mobility of the European workforcee Huropean Job Mobility Portal
(EUREYS) is, for example, is a relatively sophigechinternet platform, created ‘to
provide information, advice and recruitment/placatr{@b-matching) services for the

benefit of workers and employers as well as anyeagitwishing to benefit from the
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principle of the free movement of persoR€URES offers a European job-placement
service, practically providing an alternative te tiational public employment services.
Moreover, employment services are receiving mooenpment and institutionalized
attention. The Commission for example has estadadishunit called ‘Employment
Services, Mobility’ within the Directorate-Geneamnployment, Social Affairs and
Equal Opportunities® In an Opinion drafted in preparation of the p281-0 Lisbon
Process, the Employment Committee (EMCO) also ddsharore attention for
employment services:

Employment Services (ES) are key actors in fosgemobility and
upgrading the skills of jobseekers, together widmpanies, social
partners, and other service providers. Closer aatipga amongst the
network of ES is crucial. (EMCO 2009: 4)

Again, even though there is no explicit mentioniriga choice agenda in any of the
recent documents and a clear swift to the choidecampetition model does not seem to
drive the policy changes, similar to what we obedrin the areas of health and long-term

care and education the efforts to increase mobiligffect enhance consumer choice.

In our empirical case studies, we plan to spetig/EU’s contribution to post-welfare
changes. We hypothesize that the synchronizafitimecEU’s single market and

mobility agenda with post-welfare policies may hatfivance the EU’s legitimacy by
offering citizens (consumers, clients, students), etore choice and better access to high-

quality services.

7. Resear ch Agenda

The framework and hypotheses developed above foerbdsis for further empirical
research into the political and economic effectsmisbducing choice and competition in
the areas of health and long-term care, educadimh employment services. The general

guestions that guide our empirical research casubemarized as follows:

° http://ec.europa.eu/eures/home.jsp?langaenessed 22/06/2009)

9 The unit is active in employment services in saverys, among others the facilitation of crossdieor
mobility of workers (EURES), anticipating futureilskequirement and matching skills and jobs, a$l as
a networking process between the public employrsentices within the member states.
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1)

2)

3)

4)

5)

Is the choice agenda a specific challenge tdaasdtic welfare citizenship or,
paradoxically, can it safeguard public servicephoviding the basis for a new
political consensus?

To what extent is the choice and competion agenativated by quality
enhancement or expenditure retrenchment respecivlhat are the coalitions
driving choice and competition reforms in the psin of public services?

How does choice for users and competition batvpeeviders affect access to and
governance of public services? If applicable, ldme&s the introduction of choice
and competition affect the balance between pulicivate financing and
provision of welfare services?

How does the introduction of choice affect tpeeading ad sharing of risks, both
among the different groups of users and among @re@sd non-choosers? Does
the restructuring of risk pools reflect differemeferences or different risk levels
of users? Was the emerging risk allocation explicthe original proposal and
intended; or does it look like an unintended cons@ge that puts pressure on
reformers to adjust the original policy design?

To what extent does the synchronization of tbésEagenda and choice reforms
in member states increase the EU'’s legitimacyiswst of the EU discernible,

in the language or the timing of reform?
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