124ADAM McKEOWN

Press, 1998, p. 280. Population data for the rest of che world is from Angus Maddison’s
spreadsheer, ‘Statistics on world population, GDP and per capita GDP, 1-2006 AD’,
hetp:fwww.ggde.net/maddison/ (consulted 1 Augusr 2009).

Adam McKeown is an Associate Professor of History

at Colunibia University. He is currently working

o a history of globalization since 1760.

Journal of Global History (2010) 5, pj3. 125-148 @ Landen School of Economics and Political Science 2010
doi:10,1017/517400225809990350

The global social insurance
movement since the 1880s*

Aigqun Hu

History Department, Arkansas State University, PO Box 1590, State University, AR 72467, USA
E-mail: aiqunxsh@yahoo,com

Patrick Manning

Patrick Manning, Department of History, 3904 Posvar Hal, University of Pittsburgh,
Pittsburgh, PA 15260, USA

E-mail: pmanning@pitt.edu

Abstract

This erticle analyses the patterns and dynamics of the global soclal Insurance movement since
the 1880s through the framework of ‘interactive diffusion’. It argues that two principel mod-
els of social insurance - the German capitalist and Soviet socialist - diffused around the
world throughout the twentieth century. It contends that global forces conveyed basic ideas
whife national forces determined the timing and specifics of the adoptian of global models.
From the 1980s, however, a new globa! model of privatization emerged with the rise of
neo-fiberalism and support from the World Bank. Privatization partially replaced public
pensiori systems in Latin America, then in the former sodialist countries in Furope and in a
few olher countries. Nevertheless, national compulsory social insurance has remained the
predominant form for social protection in the world,

The global social insurance movement began wich German social insurance legislation of the
1880s. Social insurance is defined as national compulsory systers to insure workers against
the possibility of losing their income through industrial injury, sickness, old age, oi unem-
ployment. The global movement for social insurance established the historical core of the
welfare state as we know it today througl the German model of social insurance, associated
with Bismarck, and also planted the sceds for the Soviet medel of social insurance to be
associated with Stalin. This movement proceeded throughout the tweatieth century, invol-
ving almost all the countries in the world; it was not until the 1980s, with the rise of neo-
liberalism, that it reached irs peak. From the 1990s, however, the Sovier model collapsed
with the socialist systems, whereas the German model remained the dominant form despite
the rise of the new global model of privatization.

The worldwide character of the social insurance movement has been known since its
inception, but no previous historical studies have traced it ar the global level, Historians
have tended to address social insurance one nation at a time, though Daniel Rodgers has

x The authors wish to extend their warmest thanks to Adam McKeown for his insighttul comments on
earlicr versions of this article,
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explored the issuc in the USA in connection to the North Atlantic context.! A few compa-
rative studies on che diffusion of social insurance across nations, sociological and quantita-
tive in nature, take the German model of social insurance us the global normy they explicitly
exclude socialist states,”

The global social insurance movement has been a process of diffusion, incorporating
mare and more countries around the world. For the German model, the movement started
in Germany, then first diffused te north-western Europe and Huropean overseas settlements,
followed by southern and eastern Europe, South America, and North America, and finally
the rest of the world; for the Soviet model, its fundamental ideas were diffused and experi-
mented with through the global socialist movement but the model was implemented beyond
the Soviet Union only in the post-war era and within the socialist world,

In addition, the global social insurance movement has been a process of evolution,
gradually extending coverage to more and more social risks. For the German model,
researchers have shown a consistent pattern: a country first adopts insurance against indus-
trial injury, then sickness andfor old-age insurance, and finally unemployment insurance.”
By the end of 2007, accident and old-age systems had beer adopted virtually worldwide.
Systems of sickness and unemployment insurance were also by then almost universalty
adopted in the developed countries, although many developing countries still lacked these
types of social insurance.” For the Soviet model, countries adopred a comprehensive system
covering at once all the major social risks of injury, sickness, and old age, but with the expli-
cit absence of unemployment insurance because socialist leaders claimed unemployment was
climinated in their economies.

In the remainder of this article, we will begin by constructing an analytical framework
labeiled as ‘interactive diffusion’.’ For the purpoeses of this study, diffusion is defined as
being both hieracchical and non-hierarchical, including diffusion from transnational actors
(the International Labour Organization (ILO) and the World Bank) to national actors and
diffusion from national actors in one country to those in another.® The mechanisms of dif-
fusion are either policy learning or policy emulation, Thus, of the many sccial and historical

1 Daniel Rodgers, Atkaitic crassings: social politics i a progressive age, Cambridge, MAs Harvard
University Press, 1998,

David Collier and Richard E. Messick, ‘Prevequisites versus diffusion: testing alternative explanations of
social security adoption’, American Political Science Revier 69, 1975, pp. 1299-1315; Andrew Abbott
and Stanley DeViney, *The welfare state as transnational event: evidence from sequences aof policy
adoption’, Social Science Flistory, 16, 2, 1992, pp. 24374, For more recent work, see David M., Cutler
and Rickard Johnson, “The birth and growth of the social insurance state: explaining old age and mecical
insurance across countries’, Prublic Choice, 120, 2004, pp. 87-121.

)

3 The International Labour Organization {henceforth ILOY, Approaches ta social security: an internatiohal
swrvey, Montreal: International Labour Office, 1942, p. 23; Abbott and DeViney, “Welfare state’,
p. 266,

4 Unired States Social Security Administration, Social security prograns throughont the world,
Washingron, DC: US Social Security Administration, 2008,

5 Aiqua Hu, *Social insurance in ewentieth century China: a global historieal perspective’, PhD thesis,
Northeastern University, 2007, p. 49.

6 The term ‘diffusion’ is here taken, in its sociological sense, to mean the general spread of a phenomenon,
The rerm is to be used wich some caution, however, in that ir sometimes refers to a spread in which the
irems or institutions move enly outwards and undergo no change in the process. Sce Parrick Manning,
Navigating world bisiory: bistovians create @ global past, New York: Palgrave, 2003, p. 281
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tacrors affecting the worldwide spread of social insurance ~ changing structures of inclustry
and labour; domestic social and polidcal struggles; wars and regime changes; the rise of
international organizations — we have chosen to give particular atteation to the ci-
cumstances and wmotives of the policy makers who ultimately ser up the legislation and
bureaucracy for social insurance programmes. Our narrative of “interactive diffusion’ —
encompassing innovation, diffusion, evolution, and the balance of emulation and learning
in policy — breaks into five periods. These include the origins of national compulsory social
insurance (1790s-1880s); the rise of two social insurance models (1880s-1918); global
social insurance in formation and wartime transition (1919-435}; the great expansion in
the post-war era {1945-81); and social insurance in the era of privatization {after 1981).

Interactive diffusion of global models: policy
learning vs. policy emulation

The principal literature on the origins and growth of the welfare state consists of qualirative
historical studies, which not only focussed on the Western industrial democracies but were
also dominated by national analysis. These studies constructed three major theories —
centred on industrialization, the working class, and the state — arguing for the decisive
role of these national, structural forces in the origins and development of the welfare state.
The modernization theory originated in Duckheim’s functionalism and was developed by
leading post-war social scientists, who regarded industrialization as the major factor in
adopting social insurance.” Class-based theories arose from the Marxist tradition, stressing
the role of workiug—class movements or of the working and middle classes in clenmndinLg
social insurance.® Another group of neo-Marxists deployed a functionalist explanation of
the adeption of social insurance, arguing that ic supported the dominance of capital.”
State-centred theories originated in Max Weber’s theory of the state, stressing the auconomy
of the state from the interests of class, and arguing that the structures of politics {including
the stare’s administrative capacity) played an important role in establishing and expand-
ing social insurance.'” At the margin of these studies, 2 few picneer historical researchers —
notably Hugh Heclo and Daniel Rodgers ~ went beyond individual eountries to look
for social policy diffusion across national borders.'' 7
restricted to the European and the Atlantic world.

But these pioneer srudies were

7 Sf‘e Gaston V. Rimlinger, Welfare poficy and iudustrialization i Europe, America, and Russia, New
B UL'IFL John W”I‘[E)’_& Sons Ine, 1971; Perer Flora and A, J. Heidenheimer, eds., The development of
welfare states in Evrope and America, New Brunswick, NJ: Transacrion, 1981,

8 S)ce Gosta Esping—f\mlers?u, The three worlds of welfare capitalism, Princeron, NJ: Princeton University
Press, ‘1990; Peter B‘:'IIC]WII!, The politics of social solidarity: class bases of the Ewropean welfare state,
18751975, Cambridge: Cambridge University Pregs, 1990,

9 See. O’Cummr, Tfnj fiscal erisis of the state, New York: S, Martin’s Press, 1973; L. Olsen, The bolitical
econvmy of the welfare state, New York: Calumbia Universicy Press, 1982,

10 See Pctgr B. E\’R]IIS,IDiCTI'[Cl? th;SChCﬂlr:)ﬂur, and Theda Skocpol, eds., Bringing the siate back in,
Ca1[11!7['|tlge:_ C_mﬂl)}'ldgr; Universicy Press, 1985; Theda Skocpal, Protecting soldiers and wothers, the
political origins of social policy it the United States, Cambridge, MA: Harvard University Press, 1992,

Il Hugh HEL‘](), Afluu’ur:.n social politics in Britain and Swedei: from relief to income maintendnce, New
Faven, CT: Yale University Press, 1974; Rodgers, Atlantic crossings.
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A second dimension of the lirerature consists of quantitative social science studies that
focussed on testing these theories by correlating the adoption of social insurance systems
across numerous national cases. These studies argued that the national historical theories
did not hold true for the worldwide adoption of such programmes: that is, that it was trans-
nacional diffusion or *a world historical process’ rather than the national economic, poli-
tical, social, and institutional factors that played the critical role in the adoption of social
insurance systems.'? Other social science researchers paid attention o the role of interna-
tional organizations, especially the ILO, in the diffusion of social insurance systems, These
researchers agreed that these international organizations played a positive rele in the adop-
tion and growth of such systems.'? More recently, Mitchell Orenstein has focussed on
“ransnational actors’, especially the World Bank, in the spread of pension privatization
since the 1980s, "

A third, more recent, section of the literature develops and applies the notions of ‘policy
emulation’ and ‘policy learning’ in its analysis of the new global order based on neo-liberal
diffusion.'® Policy emulation describes a process in which the motive of policy makers is
repurational: that is, to enhance the images and status of the nation in the international
world.'® Thus policy makers often follow global norms before there are any domestic issucs
to address,'” Policy learning describes a process in which the motive of policy makers is to
solve pressing domestic problems. Thus, they analyse the various available solutions and
assess the cffectiveness of these sclutions. In both policy learning and policy emulation,
the favoured models are those from countrics that are similar to theirs in rerms of region,
language, religion, and colonial origins. But the most favoured models are those viewed as
successful.'® These diffusion studics, however, are cross-sectional rather than historical,
ignoring national forces as they emphasize diffusion, especially via emulation. They account
for one-way dominance rather than two-way interaction.'”

Our own interpretive frameworl is that of ‘interactive diffusion’. This approach incor-
porates advances from each of the previous approaches and stresses two-way influence. Tt
argues that national forces determine the timing and specifics of the adoption in cases of

12 Collier and Messick, *Prevequisites’; and Abbort and DeViney, *Welfare state’, p. 261,

13 Chikako Usni, “The origin and development of modern welfare states: a study of societal forces and
world influences on the adoption of social insurance policies among 63 coungrics, 1880-1976°, PhD
thesis, Stanford University, 1987; David Stcang and Pateicia Mei Yin Chang, ‘The International Labor
Organization and the welfare state: institutional effects on national welfare spending, 1960-80°,
International Organization, 47, 1993, pp. 235-62.

14 Mitchell A, Orenstein, Privatizing pensions: the transnafional canpaign for sacial security refori,
Princeton, NJ: Princeton University Press, 2008,

15 See the acticics in Auwals of the Anerican Academy of Political and Sociaf Science, 598, 2005,

16 See Zachary Elkins and Beth Simmons, ‘Cn waves, clusters, and diffusion: a conceptual framework’,
Amnals of the American Association of Political Social Science, 598, 2005, p. 39. See also Kurt Weyland,
“Theories of policy diffusicn: lessons from Latin Amevican pension reform’, World Politics, 57, 2005,
p. 263,

17 Covadonga Meseguer, ‘Policy learning, policy diffusion, and the making of a new order’, Aunals of the
Anerican Acadenry of Political Sacial Science, 598, 2005, 67-82,

18 Elkins and Stimmaons, ‘On waves'.

19 On one-way and two-way interactions in histarical interpretations, see Pawick Manning, “[nteractions
and connections: locating and managing historical complexity’, Fistory Teacher, 39, 2006, pp. 1-21.
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both policy learning and policy emulation, while the global forces provide basic ideas with-
out determining the specifics of adoption,*® Qur framework enables us to propose an ana-
fytical narvative of the spread and unfolding of social insurance around the world. It
addresses a wider range of national experiences and a fuller set of factors than the previous
approaches, yet offers an interpretation that we believe is coherent. There are five main ana-
lytical points to our interpretation.

First, we argue that two principal models of social insurance — the German capita-
list model associated with Bismarck, and the Soviet socialist model associated with Stalin ~
diffused around the world. Whereas the German capitalist model was established by the
initial social insurance legislation and remained significantly stable in terms of institu-
rional structures, the Soviet socialist mode! had its roots in the German Social Democrats’
responses to the legislation of the 1880s, took shape with the Lenin principles of social
insurance in 1912, and then evolved significantly vntil the 1930s, when it became the
Soviet model associated with Stalin,

Secondly, this article further argues that the developed industrial countries adopted the
German model through policy learning. These countries already Faced pressing social ques-
tions accompanying industrialization and were able to assess the German model carefully
before they either directly adopted it or indirectly adopted its variants, such as compulsory
workmen’s compensation, means-tested old-age systems, and subsidized sickness funds.
Compulsory workmen's compensation originated in the employers’ liability but abolished
the infamous ‘principle of fault’, which required workers to prove in court that the accident
was the fault of their employer. Means-tested systems had their roots in the early modern
poor-law relief systems, often providing general, tax-financed old-age benefits to those
who were defined as needy through means tests. Voluntary state-subsidized systems were
subsidized by state tax revenue, often providing sickness benefits to the insured.?' For
instance, Scandinavian countries and British dominions evaluated the German model but
eventuzlly adopted means-tested old-age pension systems, in decisions determined by their
domestic institutions. The Scandinavian countries also adopted state-subsidized sickness
funds, in contrast to German sickness insurance, in the late ninetzenth and early twentieth
centuries. Continental European countries adopted German old-age and sickness insurance
systems from the beginning, In the 1940s, a new variant emerged in Britain, the Beveridge
model, providing flat-rate benefits of all kinds, including comprehensive medical care, to
achieve universal coverage based on flat-rate contribution or simply on citizenship,

20 For similar ideas, see Adam M. McKeown, Melancholy order: Asian mrigration and the globalization of
borders, New York: Columbia University Press, 2008; and Gregory J. Kasza, One world of welfare:
Japan in comparative perspective, Ithaca, NY: Cornell University Press, 2006,

21 See Walter Korpi and Joakim Palme, "The paradox of redistribution and strategies of equaliry: welfare
state institutions, inequality, and poverty in the Western countries’, Aurerican Sociological Review, 63, 5,
1998, pp. 661-87; Ingalill Montanari, Kenneth Nelson, and Joakim Palme, ‘Convergence pressures aned
responses: recent social insurance development in modern welfare states’, Coumparative Sociology, 6,
2007, pp. 295-323.

22 Korpiand Palme, Paradox’, pp. 668-9. The Beveridge plan also included a national medical care system,
bue we <o not extend owr analysis to medical cave systems in either capitalist or socialist states. Also,
following the conventional practice, in this article we use the terms ‘old-age insurance’ and ‘pension
systems’ interchangeably; we alse use interchangeably the terms ‘medical care’ and thealth care?, ‘sickness
insurance’ and *health insurance’,
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Despite all the ditferences, these variant systems shared the same ideology as the German
model, ir that they all embadied the modern concept of ‘social citizenship® or *social right’
to state social protection, All variant systems were transitional, in that they steadily gave
way to more standard German measures: voluntary state-subsidized sickness systems were
generally replaced by the Germar model by the 1940s;™ the means-tested old-age systems
were mostly replaced in the late 1940s by universal old-age systems based on the Beveridge
principles — the lacter, however, could not be fiscally sustained, and thus had to be backed
up with the German modet,

Thirdly, this article argues that socialist parties and socialist countries adopted the
socialist model of social insurance {the Soviet model) through policy emulation. Socialist
parties had used the German Social Democrars’ model as a tool to fight against the esta-
blished political system before they came to power. After they did so, they emulated the
Soviet medel, as a concomitant of Communist Party rule in eastern Europe and as a process
of eager emulation in the poorer socialist countries such as China,

The Soviet model differed from the German model not only in its underlying ideology
but also in its insticutional structure. It asserted social insurance as a fundamental right,
but in the context of a ‘workers’ state’ in which the industrial workers and the governing
party were seen as the leading elements of society.®* Workers, their trade unions, and their
party were thus the administrators of the social insnrance system; as a result, the trade
unions played a role in disciplining the work force, for which there was little pacalle! in
capitalist societies.™ In addition, the Lenin principle of socialist social insurance was sup-
posed to cover all citizens but net capitalists and landlords. Tt was to be financed solely
by the employers and the state, and managed solely by the workers themselves, The Stalin
model inherited the coverage from the Lenin model but it abolished unemployment insur-
ance. Most importantly, most of the social insurance benefits were paid through the state
budget, financed by general raxation,

Fourthly, we argue chat the developing countries adppted the German model through
policy emulation, encouraged by the ILO. Upon independence in the post-war era, these
predominantly agricultural countries were not initially pressed by the social questions
accompanying industrialization. Still, in order to improve their international image
and status as modern states ~ and to maintain the support of small bur well-placed
wage-earning classes — these former colonies emulated the German model upon indet
pendence.

23 ILO, Approaches to social secnrity, p. 26,

24 In the words of Rimlinger, “The character of Sovier thought in this respect is quite opposite from the
American, though no less ambiguous. [t stresses, on the one hand, that benefits are a free gift from the
state, an act of governmental benevolence, 1 manifestation of socialist humanism. .., On the other hand
... social security is rreated also ag an hiscoric right of the working population, a right which has been
incorporated inro rhe Constitution’s Gaston V. Rimlinger, *Social security, incentives, and controls in the
US and USSR, Comparative Stirdies in Sociery and History, 4, 1, 1961, p. 112. Sce also John Dixon and
Hyung Shik Xim, ‘Social welfare under socialisny’, in John Dixen and David Macarov, eds., Sociaf
welfare in sociafist conntries, New Yorl: Routledge, 1992, pp. 1-9.

25 Dixon and Kim, ‘Social welfare’, p. 6.
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However, the former British colonies in Asia, Africa, and the Caribbbean adopted Central
Provident Funds (CPFs) for their inclustrial workers upon independence, providing a lump-
sum old-age payment at retivement.?® These provident funds, publicly managed, are com-
pulsory individual accounts with contributions by both employees and employers, Such
shifts were the result of a diffusion process determined by national forces, which began in
India in 1948 for coal miners and in 1952 for industrial workers, lacer expanded to other
South and Southeast Asian and Pacific countries and regions, and reached Africa and the
Caribbean from the 1960s. However, these CPFs were designed to be transitional ro social
insurance.

Finally, a new global model emerged with the privatization of the Chilean pension sys-
tem in 1981, in an atmosphere of expanded neo-liberal thinking. In the 1990s, this new glo-
bal model spread widely, promoted increasingly by the World Bank. The Soviet model
collapsed with the European communist systems in the early 1930s; it was First replaced
by the German model and then partially supplanted by the new global madel of ptivatiza-
tion. But the German model has remained - and seems certain to remain — the mainstream
social protection system around the world in this new century.

The origins of national compulsory social insurance:
from private to public, 1790s-1870s

The European idea of compulsory social insurance dates back to the ead of the eighteenth
century. At that time, some municipal governments in Europe undertook a few experiments
with social insurance. In England, Francis Maseres in 1773 and John Acland in 1786 pro-
posed general plans of social insurance for parliamentary discussion.?” Bur the first practical
proposals for social insurance, according to Gareth Stediman Jones, were put forward in the
1790s, as a direct result of the American and French revolutions, with the aim ‘not solely to
alleviate the lot of the poor but to reproduce on Eurcpear soil the conditions of existence of
a viable commercial republic akin to the Unired States’.* These proposals included those on
social insurance by Thomas Paine and by Antoine-Nicolas de Condorcer in France. As Sted-
man Jones notes, these proposals did not target social questions or emphasize the hostility of
workers to capitalists (perspectives that were not yet developed), but they were inspired by
Enlightenment ideas, demecratic revolutions, and modern republicanism. 2

26 Giuliano Bonoll, The politics of pension reforn institutions and palicy change in western Europe,
Cambridge: Cambriclge University Press, 2000, pp. 10~11. Sec also Mitchell A, Orenstein, ‘Mapping the
diffusion of pension innovation’, in Robert HMolzmann, Mitchell Orenstein and Michal Rutkowski cdls.,
Pension reform in Enrope: process and prrogress, Washington, DC: World Baul, 2003; and idem,
Privatizing pensions,

27 Gareth Stecman Jones, Ai end to poverty? A bistorical debate, New York: Columbia University Press
2004, p. 49; R. Clyde White, ‘The social insurance mavement’, Joumal of the American Statistical
Association, 38, 1943, p. 358,

il

28 Seedman Jones, An end o poverty?, p. 224,
29 [bid,, p. 235,
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During the 1848 uprising in Germany, the demand for siclkness insutance arose explicitly
i the liberal middle class, under the leadership of physicians who were well aware of the
‘health hazards created by the new economic order and were convinced that the problems
could not be solved witheut a thorough reform of medical services’.*® These physicians
put forward the concept of ‘the people’s rights to health’ as the most precious property,
and emphasized the duty of the state to protect health.! Their campaign did not succeed,

Nevertheless, from the mid nineteenth century, German states began to cegulate the
existing voluntary insurance funds set up by guilds and miners’ associations.** These volun-
tary insurance funds were often called *provident funds’. The Prussian state issued a series of
statutes to establish the rights and duties of the members and employers, and to regulate the
coverage, benefits, and adminiseration of these funds, even allowing local authorities to set
up compulsory funds directly.” As a result, these voluntary funds became compulsory for
both employees and employers; and, more importantly, employers as well as employees
were required to contribute to them. The motives for this legislation wave were to reduce
the cost of relief for the poor. As E. P, Hennock puts it, ‘Anxiety for poor law finance
runs like a thread through the history of provident-fund legislation.”> The Prussian Indus-
trial Cocle of 1843 required zll journeymen ro participate in journeymen provident funds
and stipulated that industrial workers who did not belong to any funds should join newly
established funds set up by the local authority. In 1854, district level authorities were also
required to set up compulsory provident funds, The same year, Prussia issued a law on
the creation of miners’ provident funds, requiring both employers and wotkers to contribute
to the funds, which were administered by employers.™ In 1876, after the unification of the
German empire, a new law was passed, requiring all existing provident funds to be regis-
rered with the state; these funds were to provide only sickness and death benefits, avoiding
any other purposes such as twade union recruitment.>® By the 1880s, the existing pro-
grammes, whether voluntary or compulsory, had covered only a smali portion of the wor-
kers: for instance, at that point about two million German workers {abour 25% of the
total wotkforce) were insured apainst sickness and death by various funds.?” Nevertheless,
the compulsory provident funds became the model for the social insurance legislation of
the 1880s.

30 Henry E. Sigerist, “From Bismarck to Beveridge: developments and trends in social secutity Legislntio_n‘,
Buliatin of the History of Medicine, 14, 1943, pp. 365-88, reprinted in Jourial of Public Health Policy,
20, 1999, p. 479,

31 Ibid.

32 Detlev Zollner, ‘Gevmany’, in Peter A, Kohler, Hans F. Zacher, and Martin Partington, eds., The
evolution of social insurance, 1881-1981: studies of Germany, France, Great Britain, Austria and
Switzerland, New York: St. Martin's Press, 1982, pp. 17-22.

33 Ibid.; Rodgers, AHantic crossings, p. 217,

34 E. P, Hennock, The origin of the welfare state in England and Germarny, 1850-1914: social policies
compared, Cambridge: Cambridge University Press, 2007, p. 153,

35 Zollner, *Germany’, p. 22,
36 Hennock, Origin, p. 156,

37 Gerhard A. Ritcer, Social welfare it Germany and Britain: origins and developient, Leamington Spa,
Warwickshire: Berg, 1986, p. 37,
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The rise of social insurance models: capitalist vs.
socialist, 1880s-1918

After unification in 1871, industrialization speeded up in imperial Germany, worsening the
existing ‘social questions’, which included labour conditions; public health, education, and
housing; and workers’ risks that would lead to income interruption or loss frem work
injury, unemployment, sickness, old age, and death of breadwinners.*® As a response to
these social questions and to the inadequate protection of workers, socialist movements
gained in influence in Germany and elsewhere in Burope. Thus the threat of the socialist
movement became a pressing domestic concern for leaders of the newly established imperial
Germany.

Bismarck had long been aware of this issue, commenting in 1849 that ‘The social insec-
urity of the worker is the real cause of their being a peril to the state.”®® During his visits to
France in 1855 and 1857 and his stay in Paris as ambassador in 1861, he became extremely
interested in the state-subsidized pension systen. The French state pension system operated
from a national old-age insurance bank established by an Act passed on 18 June 1850,
under the Second French Republic; it was voluntary, providing old age and disability pen-
sions to working men through payment of premiums at the post office.’” Bismarck believed
that Emperor Napoleon Il gained the suppost of workers because of this system. As Zolluer
pointed out, more than twenty years later, in 1889, when discussing the old age and invali-
dity bill in the Reichstag, Bismarck could not help mentioning his impression of the French
state pension system and its social effects. Zoliner quoted Bismaick as saying that, ‘I have
lived in France long enough to know that the faithfulness of most of the French to their
government ... is largely connected with the fact that most of the French receive a state
pension,”*!

While Bismarck learned the idea of the state pension system from France, his decision on
compulsory social insurance as the right form was determined by German national forces.
With the exception of the extreme liberals and conservatives, other political forges (inclu-
ding conservatives, Catholics, socialists, and big industrialists) all agreed with the idea of
compulsory social insurance to deal with the various “social questions’. Meanwhile, contem-
porary German scholars of the historical school also advocated state protection in general
and social insurance in pacticular.® Ameng the various social questions — accidents, sick-
ness, old age, invalidity, death, and unemployment — the most urgent issues for the state
to address were the rising accident cate and inadequate protection for workers, For instance,
in 1879, only 20% of accidents registered with the court were compensated through the
‘principle of faule’ because most workers could not afford the cost of demonstrating fault.

38 Sce Allan Mitchell, The divided path: the German influence on sacial reform in France after 1870,
Chapel Hill, NC: University of Nocth Carolina Press, 1991,

39 Sigerist, ‘From Bismarck ro Beveridge’, p. 484,

40 William Franklin Willoughby, ‘Labor legislation in France under the Third Republic: pare [P, Quarterly
Journal of Economics, 15, August 1901, p, 566,

41 Quoted in Zollner, ‘Germany', p. 13.
42 1Ibid., p. 23.
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Three kinds of proposal were submitred to the Reichstag to deal with the issue of acci-
dents. The liberals proposed reform of the existing employers’ liability law, and later sup-
ported voluntary insurance. Carl Ferdinand Stumm, an industrialist in mining, iron, and
steel in the Saarland, proposed compulsory old-age and invalidity insurance through exten-
ding the compulsory provident funds to all industrial workers. Louis Baare, the director gen-
eral of the coal and steel combine in the Ruhr, proposed compulsary insurance for accidents
only. Of these proposals, Bismarck liked Baare’s proposal, and in 1880 formed his own
policy of providing imperial social insurance for accidents, In March 1881, Bismarck’s acci-
dent insurance bill was submitted to the Reichstag, but it had not been enacted by the end of
that legislative period and Bismarck ordered it to be withdrawn. Instead, he wrote a speech
for the emperor to support his social insurance legislation, which eventually became the
Kaiser’s message delivered at the Reichstag in November 1881, This message was regarded
as the founding document of the German welfare state.*?

Thus, in May 1882, a second accident insurance bill was submitred to the Reichstag, to-
gether with a bill on sickness insurance. The sickness insurance bill was much less contro-
versial because it maintained many of the features of the existing sickness funds and
simply made them national and compulsory, thus satisfying vested interests. So while the
sickness Insurance bill became law in June 1883, the second aceident bill encountered ser-
ious opposition and thus did not become law. It was the third accident bill that finally
became law in July 1884, after many significant modifications,™ Overall, Bismarck suc-
ceeded In introducing pational compulsory social insurance foy sickness in 1883 and for
accidents in 1884, laying down the foundation for the legislation on old-age and invalidity
insurance adopted in 1889, Later, under the Weimar Republic in 1927, Germany adopted
its own first national compuisory unemployment insurance and thus had a comprehensive
system covering all the four major social risks.

The socialist model of social insurance was being formulated concurrently with the
debate on Bismarck’s proposals for social insurance bills, The German Social Democratic
Party accepted the idea of compulsory social insurance but attacked the specifics of Bis-
marck’s bill.* Party leaders argued that Bismarck’s social insurance was only another
form of poor relief and complained that workers were required to pay, They called for direct
progressive taxation of the wealthy. Secondly, they argued that social insurance should
cover the entire working class, regardless of industry or occupation, Thirdly, they believed
that workers were entitled to benefit levels chat represented an adequate compensation
based on the principle of social justice. Fourthly, they denounced waiting periods and other
restrictive rules on access to social fnsurance, Finally, they argued in principle for workers’
self-government and concrol of the social insurance programmes bue, in practice, they
insisted on workers® participation in the administrative bodies.*® At the end of the nine-
teenth century, however, the Social Democrats, led by Kacl Kautsky, sharply changed their
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policy, setting aside their revolutienary spirit to support social reforms."” Thus they began
to participate actively in the social insurance systems founded by Bismarck.

Once the German model came into being, it was diffused within Europe and overseas
through international associations to insure workers against such major risks as accident,
old age, sickness, and unemployment. For instance, Uruguay in 1914, Chile in 19186, and
Japan in 1911 all adopted accident insurance ot its equivalent, compulsory workers’ com-
pensation. Three major Furopean-based associations formed: the International Committee
on Social Insurance (1889}, the International Association for Labour Legislation (1890},
aud the International Association on Unemployment {shortly after 1910}, the last devoted
to the diffusion of German social insurance systems in the Atlantic world. These associa-
tions provided information and publications through conferences and congresses, spread-
ing the basic ideas of the German social insurance model.*® However, the resulrs varied:
Scandinavian countries adopted voluntary, state-subsidized sickness funds {Sweden in
1891 and Denmatk in 1892} British territories adopted means-tested old-age systems
{New Zealand in 1898 and Australia in 1908); while the other European countries adopted
the German-siyle sickness insurance {Austria in 1888, Norway in 1909, Britain in 1911,
and Russia in 1912) and old-age insurance (Austria and Bohemia in 1906, France in
1910, Luxembourg in 1911, Romania in 1912, and the Netherlands in 1913).

Here, again, the basic idea of nationa! social insurance came from Germany, but the tim-
ing and specifics of adoption were determined by national forces, In the case of Japan, the
German model was known in academic circles from the 1880s but the first compulsory
social insurance law was not adopted until 1922." Some Japanese officials gained practical
experience with social insurance: for example, Goto Shinpei (1857-1929) was attracted to
such schemes when studying in Germany in 1889 as an official of the Home Ministry of
Japan. In his long administrative career, Goto devoted himself to the promotion of social
insurance in Japan and its overseas enterprises. In 1907, he set up compulsory mutual aid
associations for the workers on the Southern Manchurian Railway.”® Meanwhile, in
1913, Seki Hajime, a scholar-official and mayor of Osaka from 1914 to 1934, proposed
immediate implementation of accident insurance and unemployment relief, butr thought
the timing far other compulsory insurance was not mature because the government could
not then afford the financial requirements.™"

In Britain, between 1833 and 1911, according to E. P. Hennock, German-style social
insurance was regarded as unsuitable for old-age and sickness insurance. Thus, in 1908,
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Britain massed an Old Ape Pension Act ‘based on a deliberate rejection of that conce ¢S5
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But only three years later, Britain changed its attitude toward German social insurance
when facing a revenue impasse. The German system - financed by contriburions from
employees and employers — was suddenly regarded as cheaper than means-tested systems
financed by general taxation, Thus the German model provided a way out of that impasse.
Eventually, Britain adopted its National Insurance Act in 1911, including two indepen-
dently administrated, German-style social insurance systems: Pare I set up a health insur-
ance, and Part Il established an unemployment insurance, which was the first compulsory
unemployment insurance in the world,

In contrast, the diffusion of the German Social Democrats’ original ideas of social insurance
took place through emulation. The German Secial Democratic Party, from its inception in
1869, was abfilinted with the First International {1869-76) and joined the Second International
at irs foundadon in 1889, The Russian Social-Democratic Labour Party, founded in 1898,
atfiliated with the Secound International. In fact, as early as the 1890s, the German capita-
list model artracted attention in Russia, where industry was flourishing, while the Russian
socialists emulated the socialist model. In 1903, at its second congress, the Russian Social-
Democratic Labour Party issued labour programmes including social insurance demands.*
In the middle of the Russo-Japanese War of 1904-05 and the workers’ revolution of 1505,
the Russian government made social insurance an urgent issue and set up a commission to ve-
vise labour legislation, Subsequently, the Russian government submitied a German-style social
insurance bill to the Duma, which became the Health and Accident Act of 191271 While that
bitl was being debated, Lenin criticized it at the Russian Social Democrats® sixth All-Russian
Conference held in Prague in January 1912, and proposed a set of principles based closely on
those of the German Social Democrais of the 1880s.*® This became the famous Lenin principle
of social insurance, frequently mentioned by other communist parties and states.

The Lenin principle was restated in a 1914 Social Democratic bill submitted to the Duma.
This bill requived universa! coverage for all wage and salary earners and landless peasants;
capitalists and landlords were excluded. Tt required comprehensive benelits to be financed
through taxes on property, inberitance, and income, and proposed sclf-administeation by
the insured workers under a ceneralized system. The highest administrative organ was to
be the All-Russian Workers' Insurance Conference, which would issue reguiations, while
local, regional, and all-Russian scclal insurance councils were to be established for everyday
administration. The bifl was not adopted, The Lenin principle was further reaffirmed five
days after the Bolsheviks came to power in 1917 in a series of social insurance communiqués
and in 2 law on social insusance in 1918, Although the law basically remained on paper, it
was the beginning of socialist social insurance legislasion.
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In the years up to 1919, the spread of both German capitalist social insurance and
the socialist alternative remained principally within Europe, but with extensions to South
America and the South Pacific, However, people outside Europe were very well aware
of the movement and referred to it as worldwide, owing to the cfforts of the international
associations on social insurance and labour legislation, and those of the socialist net-
works. Charles Richmond Henderson, in a 1909 article, argued that, a few years earlier,
‘the American mind was empty of knowledge of a world movement’, and “industrial insur-
ance in this country has been monopolized by private companies’.>® There were many rea-
sons for countries not to adept the German maodel bur the principal one was fear of the
tinancial burden. However, the contemporary opponents also stressed individual responsi-
bility as an excuse for non-adoption, claiming that ‘it weakens the sense of individual
responsibility; that it intensifies the cupidity of the masses; that it demoralizes the wor-
king-people’.”” It took until the 1.0 was established in 1919 for a truly global social insur-
ance project to arise through its promotional campaign.

Global social insurance in formation, and wartime
transition: 1919-45

In the three decades after the First World War, both models of social insurance became far
more global, covering all the four major social risks, although through different channels.
During the Second World War, social insurance programmes net only survived but also
expanded among the main combatants. In addition, a British-led discourse emerged, calling
for universal social security (including comprehensive medical care) together with full
employment as major principles for post-war reconstruction.

In 1919, the ILO was created by the Treaty of Versailles at the Paris Peace Conference to
promote post-war social justice and world security. The ILO had two concrete objectives: to
collect and distribute information from its member states concerning condirions of labour
and industry, social legislation, and labour law administraticn; and to create international
fabour legislation in the ferm of conventions and recommendations, providing models for
its member states to follow.”® Thus, spreading social insurance was one of the ILO’s major
tasks, In 1927, the International Social Security Association (ISSA) was established, in affi-
liation with the ILO, ro focus solely on spreading social insurance, As Cedric Guinand put
it, “without these organizations the development of social insurance institutions ar the inter-
national level would have been considerably less marked’.?
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As the Soviet Union took shape, laws on sickness insurance, unemployment insurance,
and disability and survivorship pension were adopted in 1922 and incerporated into the
Labour Code. All these laws inherited the two outstanding features set up in the Lenin prin-
ciple of 1912: the cost was to be shouldered solely by employers and the programme was to
be administered by workers themseives. Otherwise, the laws became much more practical.
They covered only wage earners, excluding selb-cmployed peasants, artisans, and profes-
sionals. Although the risks covered were still comprehensive, the benefit levels became lower
than previous wages, except in the case of temporary disability. Nevertheless, eligibility for
benefits was less restricted than in other systems: for instance, for sickness and industrial
accidents, thete were no work requicements during the 1920s, and no waiting period nor
concept of involuntary unemployment. The Commissariat of Labour became responsible
for adnunistration in 1924, but trade unions had a supervisory rele in administration and
had a joine role in selecting the executive personnel.f”

During the 1930s, Soviet social insurance evolved into a system that can be labelled as
the Sovier socialist model of social insurance: this was the system to be emulated by other
socialist countries in the post-war era. Unemployment insurance was abolished in 1930;
occupational funds were established in 1931 to grant spectal treatment to workers hired
in the key industries; the Commissariat of Labour was abolished; and the trade-union cen-
tral assumed administrative responsibilicy in 1933, though by this time it was entirely under
the control of the Communist Party. Under the Constitution of 1936, a ‘state budget’ was
set up to finance medical care, workers’ housing, and old-age, survivorship, and permanent
disability pensions. In 1937, the coverage of old-age pensions was extended to white-collar
employees.®!

In the interwar cra, meanwhile, the Lenin principle rather than the Sovier model was
widely emulared, through the global communist movement. In China, the Communist Party
introduced social insurance systems that were close copies of the Lenin principle in their
rural soviets in the 1930s. These systems were drafted under the direct influence of Soviet
expetts, although the Chinese rural soviets barely had any industry. When they were imple-
mented, it was the workers in the communist-controlied enterprises who received the bene-
fis. Thus, the contemporary Nationalists criticized such systems as privileging the new
communist elites.®*

Meanwhile, from 1919 the German model spread widely to southern and eastern
Europe, the Americas, South Africa, and Asia, For instance, Italy and Spain adopted old-
age insurance in 1919, and Hungary in 1928. Cuba adopted sickness insurance in 1921,
Yugoslavia in 1922, Brazil in 1923, and Chile in 1924, The USA adopied old-age and unem-
ployment insurance in 1935, British Commonwealth anel Seandinavian countiies continned
to adopt means-tested old-age systems, as with Canada in 1927, South Africa in 1928,
Norway in 1936, and Finland in 1937.
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Poland adopted its first sickness insurance in 1920, providing free medical care and cash
benefits for maternity and sickness. Then it adopted accident and unempioyment insurance
in 1924, and comprehensive social insurance legislation in 1933, which established uniform
employees’ insurance, providing sickness, old-age, disability, survivors’, and unemployment
benefits. In South America, Uruguay adopted an old-age system in 1914, but only for public
utility and mass-transportation warkers. [t greatly expanded its old-age system in the 1920s,
ro cover the majority of blue-collar workers and employees in industry, commerce, and vari-
ous trades and services. In 1934, during the Great Depression, the country adopted unem-
ployment insurance funds for workers in export industries.

Japan adopted its first social insurance against sickness in 1922, though it was not imple-
mented until 1927, after a national crisis caused by the 1923 Great Tokyo Earthquake, at
which paint it provided sickness, injury, and childbirth benefits to workers.®? In the US,
the German maodel of social {nsurance had long been known but was rejected by many
national interests. It was only in the context of the Great Depression that the Roosevelt
administration was able to pass the Social Security Act of 1935, based on the German
model. Rodgers used the term ‘the intellectual economy of catastrophe’ to describe this ori-
gin of the US welfare state,®

India, while still a colony of Britain, was a good example of the ILO’s important sole in the
glehal diffusion of social insurance,® In 1921, the ILO adopted its Workmen's Compensation
Convention: India faced increasing industrial accidents, and thus the Indian central govern-
ment followed the 1LO’s recommendation to introduce the Workmen’s Compensation Act
in 1923 for Indian factory workers,*® This turned out to be the only social insurance law
that India adopted before its independence in 1947, In the case of sickness insurance, as early
as 1928 (alter the ILO issued its two draft conventions and one recommendation on sickness
insurance in 1927}, the Indian government began to discuss the possibility of ratifying the con-
venrions on sickness insurance, but adopted no laws. Instead, after one decade of preparation
and discussion, the government cancluded in May 1937 that there was ‘an absence of any real
demand for health insurance on the part of the Provincial Governments and employers, and
indeed of workers if they were to be asked to concribute’.?”

With the outbreak of European war in 1939, ILO activities were interrupted until a Mon-
treal office was opened in 1942, Nevertheless, the social insurance movement continued at the
globallevel, especially in the Ameticas. For instance, many South American countries followed
the German model: Bolivia adopted old-age insurance in 1939; Cuba adopted old-age and un-
employment insurance in 1940; Brazil and Venezuela adepred sickness and old-age insurance
in 1940; Paraguay approved old-age insurance in 1941; Peru set up sickness and old-age insur-
ance in 1941; and Panama adopted sickness and old-age insurance in 1942,
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The wartime German regime reorganized the social insurance systems in its occupied
territeries. In Peland and other German-occupied territories, the previous social insurance
systems were essentially replaced by German laws for the purpose of serving German inter-
ests at the expense of those living under occupation. Thus, Polish social insurance laws were
abolished by decree on 7 March 1940. This decree cancelled all claims and benefits from
Polish social insurance, and provided rhar benefits and services from social insurance were
to be replaced by much more limited measures of assistance. This decree was originally
applied to the entive population, but soon it enly applied to people identified as Pales and
Jews, while providing a preferential treatment to German nationals. The funds were still
raised by eontributions from employers and employees, who were expected to support not
only themselves but also the insurance institutes set up by Germany.”

Japan expanded its social insurance systems under the newly established Welfare Minis-
try in 1938, Only four months later, this ministry drafted a new health insurance law, then
passed by the Diet, which launched a veluntary system of peaple’s health insurance coopera-
tives to cover the residents or employees who were not covered by the existing employee
healeh insurance law of 1922, During the Second World War, this system expanded rapidly,
with the goal of universal coverage. By 1944, about 95% of Japan’s cities, towns, and vil-
lages had health cooperatives, insuring 41.1 million people, while the health insurance sys-
tem established in 1922 covered about § million people. In 1942, the Weltare Ministry
sponsored a compulsory pension insurance system for workers, which was extended to
cover employees in businesses of five or more in 1944, This pension system covered 3.46
million persons in 1942 and 8.44 million at the end of 1944.7°

Meanwhile, in the early 1940s the Atlantic powers saw the emergence of a new global
discourse of universal social security, inspired by wartime developments. For tnstance, the
Atlantic Charter of 1941 referred to “the fullest collaboration berween all nations in the eco-
nomic freld with the object of securing for all, improved labar standards, economic advance-
ment and social security’. The Montreal office of the ILO published a 1942 book entitled
Approaches to social security: an international survey, with the purpose of preparing for
the establishment of complete social security programmes as part of post-war reconstrue-
tion.”" This survey promoted the concept of social security, defined as consisting of social
insurance and social assistance, which were referred to as means-rested systems in this study.

In November 1942, Britain published the famous Beveridge Plan, entitled Social insur-
ance and allied services, which was regarded as a milestone in the development of the wel-
fare state. As Rodgers commented, ‘Of alt the welfare state programs and platforms that
were to follow, none was to match its influence or the electricity of is reception.”” As a
resule, the US passed the Wagner-Murray-Dingell Bill in 1943 and Canada pubiished its
Marsh Plan in 1943, In 1944, India, supporeed by two ILO experts, considered issuing an
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Tndian Beveridge Plan built on the Adarkar draft of health insurance.” Even the Nationalist
government in China issued its outline of four major social policies in 1943, two of
which addressed national health and post-war social security programmes, inspired by the
Beveridge universal plan.™

In 1944, the ILO convened its Philadelphia Conference, which restared the aims, pur-
poses, and fundamental principles of the organization. The conference Further recognized
the obligation of the ILO to advance world programmes thar would achieve full employ-
ment and social protection. In terms of social securiry, the Declaration called for ‘the exten-
sion of social security measures to provide a basic income to all in need of such protection
and comprehensive medical care’.” Thus, the ILO affirmed the global norms of full employ-
ment and universal secial security {inciuding comprehensive medical care) that emerged
during the war, and the term ‘social securiey” replaced “social insurance’ in most of the inter-
natlonal documents; meanwhile, the terms ‘sickness insurance’ and ‘health insurance’,
which we have used interchangeably, began to include a universal public healthcare system
to be developed after the Second World War.

Great expansion: post-war diversity, 1945-1981

With the end of the war, hopes continued to rise for implementing the new global norms.
Seon, however, the world divided into two dominant camps: the industrial capitalist world,
led by the US, and the socialist world, led by the Soviet Union. Berween these centres of
power lay numerous developing countries, some long-since independent and others just
escaping colonial rule, The industrial capitalist countries extended their social insurance
scope to cover their entire population and thus build up the welfare state.”® The socialist
countries in eastern Europe emulated the Soviet socialist model, replacing their previous
German-style social insurance, and the developing countries emulated either the Soviet- or
German-style social insurance programimes. The ILO continued to play an important role
in spreading the new global norms among the non-socialist countries.

Industrial capitalist countries expanded German-style systems to cover the four major
social risks immediately after the war: Swirzerland adopted its first old-age insurance in
1946 and jzpan its first unemployment insurance in 1947, Thus, by the 1950s, most indus-
rrial capitalist countries had comprehensive systems for all of the four social risks. After the
1550s, countries such as Germany, Iraly, France, the US, Austria, and Japan (among many
others) expanded their comprehensive social insurance systems to cover pieviously unin-
sured citizens, especially the self-employed. Meanwhile, a tendency emerged in the British
Commonwealth and Nordic countries {including Sweden, Britain, and Canada) ro replace
their means-tested old-age systems with the Beveridge flat-rate universal system. Soon,
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however, these systems proved too costly to continue. Thus, Canada, Norway, Finland, and
Sweden all introduced German-style old-age social insurance systems to back up their uni-
versal systems, and in 1978 the UK introduced a German-style old-age scheme, supplemen-
ting its existing universal cld-age system,”” In contrast, some countries with German-style
old-age systems adopted supplementary Hat-rate cld-age systems, such as the Netherlands
in 1956, Italy in 1965, and even Germany in 1972.7% [n the casc of Japan, a universal henEFh
insurance system inspired by the Beveridge model was initially proposed by American ofl'i-.
cials while the country was under American occupation, but was later dropped because of
domestic American opposition to such a system in the US,”? Uruguay continued to expand
its old-age system to cover the entire working population by incorporating rural workers
and professionals into the system. The country also introduced its first maternicy insurance
in 1958 and health insurance in the 1960s,

In the socialist world, the Soviet model was extended to the new socialist regimes of east-
ern Europe, replacing the German-imposed wartime systems. For instance, Poland concen-
trated on the needs of war victims, repatriates, migrants, and the most destitute in the
aftermath of the war. However, in the late 1950s, the same couniry began to adopt the
Soviet-style social insurance systems in which the state remained the major provider of vari-
ous benefits paid through the state budget.” In the Saviet Union, Khrushehey denounced
Stalin’s policies in 1956, and carried out reforms in which a new pension law was pron.mlk
gated: it increased pension benefits and loosened eligibility for benefits but rerained the fun-
damental structure of the Soviet model. By this time, the Soviet Union had established a
neat-universal social security system for its people except for collective farmers, who relied
on separate mutual-aid funds that pooled money from themselves and provided limited
benefits for sickness and old age.

By the 1970s, the Sovier Union and its European allies had extended their socialist SO(?iall
insurance systems to their entire population, matching the competing systems in the capita-
list world, In the Soviet Union, a state pension system was established in 1964 for collzcrive
farmers, providing them with old-age, disability, and survivors’ pensions, and aliowanc‘es
during pregnancy and confinement. These benefits were financed by the 1_1atioual 59c1;11
security fund, supported by the stare budger and a contribution of 4% of income from
collective farms. This finally made the Soviet social security system universal, In Poland,
during the 1970s, independent farmers and their families and other self-employed groups
were covered by its inclusive social insurance system. As a result, socialist social insurance

: o 81
programmes also became universal here.

77 Cutler and Juhnson, ‘Birtly, pp. 98-9.
78 Flora and Heidenheimer, Development of welfare states, p. 55.

7% See Adam B, Sheingate and Takakazu Yamagishi, ‘Occupat_ion 1)()liriC$: American interests and the
seruggle over health insurance in post-war Japan’, S“fi‘f“ Science History, 30,‘2006, PP L3}L.(,4;‘ ]
Yoneyuki Sugita, ‘Universal health insurance: che unfinished rcFoz:m of Japan’s hc;}lrhca\rc systen’; in
Mark E. Caprio and Yoneyuki Sugita, eds., Demiocracy i occopied Japan: the US oceupation wid
Japanese politics and society, New York: Routledge, 2007,

80 Ewa Les, ‘Poland’, in Dixon and Macarov, Social 1welfare, pp. 157-9.

81 Ibid

GLOBAL SOCIAL INSURANCE MOVEMENT SINCE THE 18805 143

The poorer socialist countries, such as Ghina and Cuba, introduced Soviet-style social
insurance programmes, and thus shared many attributes: workers were not required to con-
tribute, and the state-owned enterprises financed the system, In addition, these systems had
the same cligibility for pension benefits, such as the same retirement age of sixty for men
and fifty-five for women. Coverage was universal in Cuba, bur in China it was heavily
weighted towards the urban population.” Further, in China’s case, its Sovict-style system
did not survive the country’s political and economic constraines and breke down during the
Culeural Revolurion,®?

The former French colonies adopted German-style social insurance under the influence
of the ILO. As John Dixon commented, ‘Ercouraged by the proselyrizing technical expers
from international agencies, long nureured in the nuances of social insurance ... developing
countries in the 1950s and 1960s began replicating the Furopean social insurance model. "™
In 1952, a Labour Code was established for French overseas territories, allowing African
wage earners in the private sector to gain social insurance henefirs, However, it was not
implemented immediately; it was only from 1955 and 1956 that Afvican wage earners could
actually be entitled to the family allowanee benefits, and in 1957 to medical care and work
compensation benefits. As E. ], Fjuba pointed out, ‘As the territories gained independence,
they found themselves acministering social security schemes that resembled those of the
French soctal security Funds.’®® By 1960, the colonies under Belgian administrarion
(Burundi, Rwanda, and the Congo} provided old-age, disability, and survivors’ pension
schemes. During the 1970s, however, all French-speaking countries in Africa {most of which
became independent in 1960) provided old-age social insurance pension systems.®”

Upon their independence, the former British colonies in Asia, Africa, and the Caribbean
adopred central provident funds for their old-age protection as a transition to social insut-
ance. India introduced the initial CPF in 1925 for its civil servants and railway workers.
After its independence, in 1948, it established a CPF for its coal miners and fn 1952 for
its industrial workers,** Provident funds then spread to former British territories in South-
east Asia, the Pacific, Africa, and the Caribbean. Nigeria was the first in Africa to emulace
this fund, As Martin Tracy pointed out, the Nigerian decision to adopt a CPF was largely

82 Carmelo Mesa-Lago and Sergio G. Raca, ‘Cuba’, in Dixon and Macarov, Social welfure, pp. 47-74.,
83 John Dixon, The Chinese welfare system, 9491979, New York: Pracger Publishers, 1981, pp, 118-25.

84 John Dixon, *Secial security and the ghosts that haunt i’y in John Dixen and Roberr Scheurell, eds,,
Social security prograims: a cross-culfural comipardtive perspective, Westport, CT) Greenwood Press,
1995, p. 8,

85 John B. Williamsen and Fred C. Pampel, Old-ige secisrity i comparative perspective, New York:
Oxcford University Press, 1993, p, 172, On the social movements in French West Africa thae provoked
French concessions on salary and insurance for African workers, sce Frederick Cooper, Decolomization
and Afriean society: the fabor question in French and British Africa, Cambridge: Cambridge University
Press, 1996,

86 L. ]. Ejuba, *Social security developments in French-speaking countrics south of the Sahara: reends since
1970, in Report o the ILONorway Afvican regional training conrse: for senior social security
nwanagers and aduinistrative officials, Geneva: Internationa! Labour Grganization, 1982, p, 102.

87 Ibid, p. 108,

88 Kumar, ‘Economic security’, p. 54,
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made by civil servants who were aware that provident fund schemes had been established

. - .. . 19
in India and other former British colonies.®

Social insurance in the age of privatization:
1981 to the present

With the 1980s, a new set of challenges arose for social insurance, At the national level, the
maturation of long-established national social insurance systems brought fiscal challenges
as manifested by increasing contribution rates and rising expenditure; the growth of aging
populations brought special problems for old-age insurance as shown by the decreasing
ratio of workers to pensioners. At the global level, the slowing of globa! economic growth
limited tax revenues. Neo-liberal ideclogy grew sharply in influence, with irs leading
centres at US universities, notably the University of Chicago.”™ Since the 1980s, iis suppot-
ters have campaigned for privatization of social insurance, especially old-age pension sys-
tems. These national and global factors interacted with one another and the glohal
neo-liberal forces appeared to be the driving force for the fundamental change towards pri-
vatization.

The privatization of the Chilean pension system in 198 Lelearly opened this new period
in the history of social insurance.’’ The major policy makers, including the Labour Minister
Jose Pinera (a Harvard graduate), were the so-called Chilean Chicage boys, who were
trained by neo-liberal economists such as Milton Friedman at leading US universities,
such as Chicago, Columbia, and Harvard, with the support of the US government.”* Begin-
ning in 1962, Friedman had argued against the ‘social security programs’ thar were in the
middle of their post-war expansion around the world.”” These Chicago boys returned to
Chile to implemenr such ideas in economic, social, and political reforms. They first pro-
posed to privatize Chile’s pension system in 1973, shortly after the military coup. Then, un-
der the Pinocher regime, in 1980-81 the Chicago boys proposed replacing the public
pensicn system with a fully funded (individual-accounts) system, with contributions solely
by individuals and administered by competing private companies. Thus the veform began.

89 By 2008, as planncd, only nine countries continued to depend exclusively on CPFs for their old-age
protection: six in Asia and the Pacific, three in Africa. See Mavtin Tracy, Social poficies for the elderly in
the Third World, New York: Greenwaood Press, 1991, p. 1045 Victor Gerdes, *African provident funds’,
Industrial and Leabor Relations Review, 24, 4, 1971, pp. 572-87; David C. Lindeman, ‘Provident
funds in Asia: some lessons for pension refovmers’, lternational Sociaf Security Review, 55,4, 2002,
pp. §5-70; John Dixon, *A comparative perspective on provident funds: their present and future
explored’, fonmal of Tnternational and Comparative Social Welfare, 5, 2, 1989, pp. 1-28; Social security
programs thronghout the world, Washingron, DC: Social Seeurity Administration, 2008,

90 For a description and critique of neo-liberal policies, see Joseph E. Stiglitz, Globwlization and its
discomtents, New Yorle Novton, 2002; sce also David Harvey, A brief bistory of neoliberalisit, Oxford:
Oxford University Press, 2005,

91 Warren McGilliveay, ‘lotroduction: pension reform: where ave we now?” {néermational Social Secirity
Review, 53, 1, 2000, pp. 3-4.

92 Quenstein, Privatizing pensions, pp. 73-6.

93 Milton Friedman, Capitalisne and freedoi, Chieago, IL: The University of Chicago Press, 1962, p, 182,
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By the end of 1999, the new private system had covered almost the entire insured popula-
tion, and only 4% of the insured remained in the public system.™

Meanwhile, the communist systems in eastern Europe and the Soviet Union collapsed
[rom 1989 te 1992, With regime change came major changes in social insurance. In these
countries, their Soviet-style social insurance systems were replaced by the German model
i the early 1990s: in the Russian Federation, four German-style social security funds
were established: the Pension Fund (1991), the Employment Fund {1991), the Medical
lnsurance Fund {1991}, and the Sccial Insurance Fund (1992).%% In Poland, a unified
German-style social insurance system for all employees was gradually set up from 1991 to
1995.7¢ Pressures then grew for privatization.

The growing transnational netwark of neo-liberal economists endeavaured to make the
Chilean reform a global model, as Mitchell A. Orenstein makes clear, by persuading many
international organizations such as the World Bank to promote pension privatization
around the world.” Ultdmately, in that process, privatization encountered great opposition
both from the TLO and from national governments, Thus, in £994, the World Bank mode-
rated its strategy of full privarization and recommended partial privatization through setting
up a ‘three-pillar” pension system, publicized in the widely-disseminated Aversing the old
age crisis: polices to protect the old and promote growih.”® The World Bank’s three-piltar
pension system consisted of ‘a mandatory, publicly managed, unfunded pillar and a manda-
tory but privately managed funded pillas, as well as supplemental, voluntary, privately
funded schemes’.”” The first pillar is actually a public social insurance system, the second
pillar is compulsory individual savings accounts that are managed privately, and the third
pillar consists of voluntary and privately managed individual accounts.

The World Bank, because of its strong resource pool, appeared to be replacing the ILO
as the major player in worldwide pension reforms in the mid 1990s. Thus, many Latin
American countries followed the three-pillar model recommended by the Bank. So did
many former socialist countries in eastera Europe, and discussions of privatization diffused
around the world, including to some African countries with central provident funds.'® [n
reality, few states fully accepted the global models provided by either the ILO or the World
Bank. As Stanford Ross pur it, ‘few countries have systems fully in accord with World Bank,

94 Carmelo Mesa-Lago and Katharina Muller, “The politics of pension ceform in Latin America’, forernal of
Latin Awmerican Shidies, 34, 2002, pp. 687-715.

95 Vladimir Mikhaley, *Social secarity in Russia under economic transformation’, Eirope-Asia Studies 48,
1, 1996, pp. 5=25; Vitaly D. Avhangelsky, *Maedern Russian social security’, Social Service Review, 72, 2,
1998, pp. 251-68,

96 Martin Evans et al,, eds., Chaige and cloice in social protection: the experieice of contral ad eastern
Europe, vol. 2, Paris: ADECRI, Phare Consensus Programme, 1999,

27 Qrenstein, Privatizing pensions, p. 73.

98 Monika Queisser, ‘Pensien reform and international erganizations: from contlict o convergence’,
Iuternational Social Security Review, 53, 2, 2000, p, 33,

99 Robert Holzmann, ‘The World Bank approach to pension reform’, buterational Social Security Review,
33, 1, 2000, p. 12,

100 -ago and Muller, *Politics’, Ramadhani K. Daw, *Trends in social security in East Africa: Tanzania,

a and Uganda®, liernationnd Social Seeirity Review, 56, 3-4, 2003, p. 35.



146 |AIQUN HU AND PATRICK MANNING

ILO, or IMF [International Monetary Fund] prcscriptions’.m' His comments confirm the
determining role of national forces in the pension process.

In the case of Uruguay, its public pension system was the oldest in Latin America, and
the First to mature and encounter financial difficulties. Attempts to reform the public pen-
sion system were made throughout the 1980s and early 1990s, with the support of the
World Bank and the International Monetary Fund, but none of them were successful, owing
co internal oppasition from various interest groups. It was only in 1995, when the newly
elected president was able to create a pension commission including all pelitical parties
with parliamentary representation, that & mixed system following the World Banlk’s three-
pillar model could be proposed and eventually passed in September 1995; it came into force
in March 1996."9% The former socialist countries in eastern Europe then began to adopt
such mixed systems. Poland set up a special office for social security reform in 1996, chaired
by a World Bank appointed offictal, and adepted a mixed system in 1998.'%% The Russian
Federation espoused a mixed system in 2002.'%

From the late 1990s, the ILO and the Would Bank seemed to begin a search for con-
sensus, as expressed at the 1998 Stockholm conference that recognized ‘the need ro bal-
ance social goals and macroeconomic requirements when designing and implementing
veforms®. 'Y As a result, in the early 20005 the ILO began to recommend its own ‘multi-
pillar’ pension systems, consisting of four parts: a means-tested social assistance system
financed by general revenue, a public social insurance system, compulsory individual sav-
ings accounts (which could possibly be managed privately), and voluntary individual savings
accounts {also possibly managed privately),'® The TLO’s multi-piilar system is fundamen-
tally differcat from that of the World Bank: the World Bank stresses privately managed indi-
vidual savings accounts while the ILO emphasizes public systems, including means-tested
assistance and social insurance systems,

The instance of China further demonstrates the limitation of any of the global medels,
Socialist China in the mid 1980s began to reform its Soviet-style social insurance systems
and introduced German social insurance in the late 1980s. From 1993 to 1995, however,
China began to experiment with a new system labelled as ‘social pooling combined with
individual accounts’. And in 1997, a national, unified, old-age social insurance system
was officially promulgated for urban workers. The Chinese government has claimed it as
China’s innovation, but, in practice, it can be best described as a creative mixture of all

101 Sranford G. Rass, *Doctrine and practice in social sccurity pension reforms’, biternational Social
Security Revfew, 53, 2, 2000, p. 8.

162 Mesa-Lago and Muller, Polities”.

103 Qrenstein, Privatizing pensions, pp. 12-28,

104 Linda ]. Cook, *State capacity and pension provision’, in Timothy J. Colton and Stephen Holmes, eds.,
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The state afier comunnisin: governtice i the new Russia, Lanham, MD: Rowman & Litclefield, 2006,
pp. 121=34; idem, Postcomuunist welfare states: refornn politics in Russia and eastern Earope, Ithaca,
NY: Cornell University Press, 2007,

105 K.G. Scherman, *A new social seeurity reform consensus? The [S5A%s Scockholm initiative’,
futerngtional Social Security Rewview, 53, 1, 2000, abseract,

106  Calin Giflion, “The development and reform of social security pensions: the approach of the Internaticnal
Labaor Cffice’, tuternational Social Security Review, §3, 1, 2000, p. 62,
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available models, including the 11O’ social insurance, Singapore’s CPF, and the three-pillar
madel of the World Bank,'”

The German model has survived te the present day partially through the persistent
efforts of ¢he ILQ, Develeped countries were able to cope with the financial difficulties undil
the end of 19305 by increasing contribution rates, decreasing the benefit levels, increasing
retirement age, and tightening the eligibility criteria, Then, in the 2000s, with soaring finan-
cial burdens, some of the developed countries had to reform their old-age systems by intro-
ducing new supplementary measures, For instance, Sweden introduced mandatory
individual accounts in 1999; Germany adopred voluntary individual accounts for its private
sector employees in 2002;'% Britain adopted mandatory individual accounts for its pension
systems as early as the 1980s. All these new individual accounts were supplementary only,
existing alongside the public old-age systems. Thus the leading social insurance progranumes
in western Burope, North America, and elsewhere, stayed pulblic in nature rather than
private,

Conclusion

This is a global historical study of large-scale social institutions. It has described the spread
and transtormation of social insurance, and revealed that the patterns of change were more
complex than the local narratives reported in national historical studies or the social science
staries of global diffusion. Our framework of ‘interactive diffusion” of global models
emphasizes that the global social insurance movement was the diffusion of two principal
models of social insurance — the German capitalist mode! and Soviet socialist madel, We
have given particular attention to patterns of adoption that we label as policy leacning
and policy emulation and to the balance of global and national forces within the social
]:llSU.l"JHCC moveiment.

Bismarck’s insight — that national programmes of social insurance would elicit support
for the national government — has certainly been validated across the experience of the
twentiech century, Once the initial German system was implemented, experiments with it
began not only in European countries but in such distant nations as Japan and Uruguay.
Despite the numevous variants attempted, the German system of national and compulsory
insurance — with contributions by employees and employers — consistently emerged as the
leading system.

Diffusion of social insurance programmes accelerated after the First World War, The
ILO, founded to conciliate contlicts between workers and employers, adopted general con-
ventions and conducted consulting trips to all independent countries and to some colonies,
working especially with governments but also with trade-union centrals. The rise of the
Soviet Union nurtured the socialist model of socfal insurance, and the socialist model was
discussed in many parts of the world through the networlks of communist parties and trade
unions, '

107 Hu, ‘Social insurance’, p, 357.

108 Giuliano Bonoli and Bruno Palier, *When past reforms open new opportunities: comparing old-uge
insurance reforms in Bismarckian welfare systems’, Social Policy o Administration, 41, 6, 2007, p. 566.
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As early as the 1930s, global patterns of development in social insurance were beginning
to clarity: programmes expanded from accident insurance to sickness and old-age insurance,
and then to unemployment insurance; coverage extended from voluntary to compulsory and
from selected industrial workers to wider groups of employees and even to non-employed
persons such as family members and pensioners. Remarkably, even during the years of the
Second World War, maintenance and expansion of social insurance programmes remained
a priority, as warring governments worked to maiatain the support of cheir home populations.

With decolonization and the establishment of numerous socialist governments from the
1940s to the 1970s, many new systems of uational social insurance were established, with
much national variation within the overall global pattern, The option of central provident
funds was widely followed in ex-British terrirories for old-age insurance, bur most of these
gradually changed to compulsory national social insurance systems. Poland was unusual in
the number of changes in its social insurance system, especially because of regime change
(frons the initial Russian system (o that of independent Poland; the system under German
occupaticn; the immediate post-war system; the socialist system; and then changes within
the post-sccialist systent). Uruguay and Japan, in contrast, have had remarkable continuiry
in their systems.

From the 19505 to the 1970s one can see fuller patterns of expansion within both capit-
alist and socialist systems, with extended coverage of new risks and wider populations (espe-
cially the self-employed in capiralist countries and agricultural workers in socialist
countries), In both capitalist and socizlist systems, comprehensive healthcare systemns
{including both health insurance cash benefits and healtheare services) arase in many coun-
tries {we have left the important issue of healthcare services outside our analysis).

The 198Cs brought a new trend: privatization of social-insurance-based pension systems.
This option, which was different from the private and voluntary social insurance that had
earlier prevailed and then fell into decline from the mid nincteenth century, emerged with
the expanding neo-liberal refutation of the value of public services and the rapid growth
of financial institutions, Within n decade of the rise of privatization, the Sovier model of
social insurance collapsed at the same time as most of the regimes that had relied on ir.

For many countries, German-style social insurance has remained dominant. The lesson
of the past century seems to be that social insurance will continue to be a contesred and
tluctuating set of institurions, but that it will continue to develop along its past trajectory.
Compulsory social insurance systems have regularly shown themselves to be fiscally and
financially feasible (despite repeated projections of impending fiscal deficits), and have
commonly been governed respousibly in developed countries. Perhaps the dominant factor
in their continuing importance is the consistent public demand for dependable systems of
social insurance,
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Abstract

Globalization can be interpreted as a dialectical process of de- and re-teriitorialization, The
challenges to existing borders that fimir economic, socio-cultural, and political activitles,
and the establishment of new borders as the result of such activities, bring about certain con-
solidated structures of spatiality, while at the same lime societies develop regulatory regimes
to use these structures for purposes of dominance and integration, Global history in our un-
derstanding investigates the historical raots of those giobal conditions that have led to mad-
ern giobalization and should therefore focus on the historicity of regimes of territorialization
and their permanent renegotiation over time. There is, at present, @ massive insecurity obout
patterns of spatiality and appropriate requlatory mechaiisms. This article begins with a
sketch of this current uncertainty and of two further characteristics of contemporary globali-
zation, The second part examines discussions in the field of global history with reqard fo pro-
cesses of de- and re-territoriafization. In the third part, we suggest three categories that can

serve hoth as a research agenda and as a perspective according to which @ history of globa-
fization can be constructed and narrated,

Current uncertainty

In February 2005, Louis Michel, then the European Union’s commissioner for development
palicy, replied to a request thar he list his priotities for suppocting Africa by saying:

Ewould massively strengthen the African Union. The organization currently has about
300 employees, while we in the EU have 25,0001 .., Then I would seart up transna-
tional projects. Roads clear across the continent, waterways, electricity, Along with
the (international) aid organizations, we have to cooperate with the governments of
the poor countries. with rhe vaasimen <od 0+ o



