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Thank you. First of all, a number of apologieslways find it helps to apologize:

it saves time after the presentation. So, the &ilogy for the British welfare,

the second one is to you as an audience, becauseilfeither have to listen to

my English or you will have to do the translatidmaugh the headphones. My
third one is to the people who are doing the tedtimst: there is a number of
technical, difficult terms and we might be a bintussed. And finally, basically |

am a specialist in the U.K. and | know some thiageut the international social
democracy in the third way, but my knowledge of lbawrdy is basically taken

from the position paper that you have. Thereforgh those apologies done, |
now proceed to what | am going to say.

As | can notice from the position paper, a numblespeakers already have
looked at the difference between horizontal andicedrsubsidiarity, so we will
not go through that again: more details are in phsition paper. There are
problems of definition, because as a few speakave lsaid, sometimes we use
different terms and have problems in finding outatvthose things mean. We
already agree there is a number of problems imuhgfigovernance. One of the
problems is the few studies that | can find inréitare examining both vertical and
horizontal dimensions. Effectively, the differensdplines [...], they belong in
different literatures. Therefore, some people willk about the vertical
dimension, other people will talk about the horiadmimension, and very rarely
you get the full focus, the whole picture. | dids@arch on what is called the
Weather Science looking at the academic artictesn the years 2000 to 2007 in
the social science literature only three articlewialy have the term ‘horizontal’
and ‘subsidiarity’ in their title or abstract. Ciba it is not a term that is
commonly used in the social science literature.

I would now like to look at them both very briefiye will look at the vertical
dimension first of all. The words we find in théetature tend to have to do with



decentralisation, devolution, de-concentrationedation, and, with a question
mark, privatisation (some commentators think thatgtisation can be thought of
as part of the vertical dimension, other peoplendt). The term (opposite term)
‘localism’ has been in use for quite some time intédBn as some people are
starting to talk about the new localism, and fipalie have the term ‘subsidiarity’.
So this is — as Professor Martinelli said - a sbrnulti-level way of looking at
the vertical dimension of subsidiarity.

Let us now look at the horizontal dimension. Thas ho do with sort of a
different literature and different ideas which loakaspects such as cooperation,
partnerships and voluntary agreements. Now, in Wh€. | think there is a
problem in looking at voluntary agreements, becatse really the State, the
central government that has mandated, has fores thartnerships together. So,
if you think about partners, the ideal way of havanpartnership is to choose your
own partner. There are some partners you may not, Wizerefore you want to
choose them yourself; you would not want someboldg, efor example the
government, telling you that you must partner up @hoose that particular
person or body. That is the way the U.K. governnmast acted. There is a phrase
that some people used to describe these partnsnshipe U.K.: “putting mutual
loathing aside in order to get your hands on th@ewd The ideal government
only gives you money. Effectively, if it does wigdvernment wants you to do,
you can choose your own partners, you get moneyxhnosing the partners
government has [...]. Therefore, the horizontal disiem really looks at issues
having to do with partnerships, networks, privdisa or, as we call it,
purchaser/providers’ place. In many countries tte#eS actually both owned the
hospitals and carried out the work; and in manyntees now new public
management arrangements are taking place. Tharpuschaser/provider’s place;
in other words, the government commissions, peripags, a private provider to
carry out healthcare on its behalf. This is whahegeople use to call quasi-
market, and you will be hearing this expressiothi next couple of weeks quite
a lot. A similar phrase that is being adopted &‘d@nabling State’, meaning that it
is not the State that does things, but it enaktlesronstitutions to do it, partly by
paying them. One final term often used in thisadditerature is what is called the
‘mixed economy of welfare’: that is when it is neimply the State that can
provide healthcare and facilities, as these aragoprovided also by the private
sector, the voluntary or non-profit sector, therdhsector organisations or,
sometimes, by informal sectors (such as friendsilii@s, relations, community).
Sometimes people use to refer to decentralisatagain with a number of
different meanings: decentralisations to politicatits (that is often called
devolution) to independent, private institutionsali@d delegation) to private
actors (privatisation). So this whole area calleds&diarity, along horizontal and
vertical dimensions, or decentralisation, is verglgematic when it comes to the
terms adopted.

Let us now attempt to understand more of the Loohsgistem. Together we have
heard about the importance of subsidiarity, srmdéirmediate units. A phrase that
is used in the position paper is ‘subsidiarity sagtomatic decentralisation’.



Another phrase that is used in the position papé&rantractual relationships with
the third sector actors’. | will to explain thidtreough it might be a bit difficult. In
the U.K. a number of commentators contrasted whay tcalled the ‘contract
culture’ with the ‘compact culture’ (where ‘compars one of those words that
can be used in different ways). In this sense @migoes not mean small; rather
it means a pact or an agreement. It relates taddeethat with a private company,
say a private hospital, often you have a conttadtwith a voluntary organisation
you have a compact. Compacts are meant to be sperbaps longer-term and
less formal agreements. Some economists have stedrthis in terms of spot vs.
relational contracting. Spot contract take place nrarkets with one-off
transactions (I am going to shop, | am buying stingt | go away, and never see
that shopkeeper again). However, in the case af gector we are often talking
about more relational contracting, where you bildt continuing relationship
with the people who do provide it. Therefore, we tlking more about networks,
partnerships and relationships. | think it is intpat to knock really what each
partner brings to the partnership, and ask whegifiepartners are necessarily
equal. In other words: can there be a power difi@ebetween partners? Finally
it is important to address the importance of lesldi@r If you have a leader must
you also have a follower as well? Is one of thetrgas more powerful than
others, and how powerful can one partner be bef@eartnership ceases to be a
partnership and becomes a hierarchical relatiosBip, what is the tolerance,
how much inequality of power can there be in anmsghip?

The position paper talks about pluralist welfare apening the system to
private sector and freedom of choice. Again itrete this phrase we have heard
before ‘from governments to governance’. One inftisd definition in the
literature of governance is “self-organising, awimous networks”. To
emphasize, in Britain most people think that a dbtthe circled government
networks are nothing of that type, because theycar&inly not self-organising
and not autonomous. In other words, many peoplektiti is almost indirect
central control by central governments. We havehiage called ‘the back seat
driver’, which means that the government is nahim front seat driving the car, it
is in the back seat, giving orders to the peoplésmetwork. The expression |
used earlier of the enabling State is somethinggper very new in Britain: we
expect most of our institutions to be state-ruatesbrganised, the natural health
service. But in many other countries the State daé®wn all the hospitals, does
not own all the school. This is something, in assemew for Britain, but
something that has been around for many yearser abuntries.

One part | have picked up from the position papas the idea of subsidies for
families sending their children to non-state scho®/e had an experiment in
Britain about that. It was introduced by the Cowmagve government in the
Nineteen-Eighties and was called the “assistedeglacheme”. It allowed poor
parents to send their children to private or indej@at schools The State paid
parents, gave them money they could not affordetalgheir children to private
school to allow them to buy an assisted place.hab is using the market with
state money. Now — strange be enough — the cubamur government when
came into power in 1997 abolished that. That wass€vative policies to do



with the market [...]. However more recently, Labdwas introduced something
that actually looks remarkably similar in healthecait is called the "choose and
book system”. This system allows patients to ch@osmte hospitals at zero costs
for themselves using government money. Ten yeaddag time in politics : new
Labour got rid of one scheme in education, anaticed a scheme in healthcare
that looks remarkably similar.

The position paper states that subsidiarity dogéssimaply mean reduce public
intervention. The literature of the "mixed econormfy welfare" differentiates
between ownership (who actually owns facilitiesy dmance (you can pay a
private or a third sector provider to have it pdwvithe health care). Even if you
do not own the facility, even if you do not pay frgovernment can actually
regulate facilities One of the longest-lasting expents in Britain to do with
regulation was rent control. It was introduced B¥Q as a temporary measure,
however it lasted throughout the Fifties and themee still some measures around
today (very small measures). In this system goveninis saying to a private
landlord: o.k., if you do not own your house, we apt going to give you money
for it, we are not going to finance it; but legailywas saying: you cannot charge
more than a certain amount for that house, for §oms government regulates
standards as well as price.

Briefly talking about the vertical system, here are talking about devolved
governance as money is transferred to the regiibris. a question about how
much fiscal autonomy there is. Again, we have thl&dot about decentralisation
in Britain, but in spite of the rhetoric and théktasome people seem not to be
aware of the fact that there has been re-centtigiisavhich is the opposite. That
is because the government has very tight performamanagement central
targets. In other words, it says to local doctord lncal teachers: “these are things
you have to do”; now having somebody in the cemfinang you very clear
targets, that does not seem to many people to be clear decentralisation.
Again, lots of talk about the new localism in Bhitain local governments. And
one of the problems is that most money that is tspetocal level by the local
government in fact comes from national finance.tSe the national income tax
which the government then transfers to local gavemts. The amount of money
raised locally by local authorities is in fact véoyv in Britain.

There is one part of the picture which is a vemacldevolution, that is the
already mentioned devolution to the nations: Narthieeland, Scotland, Wales.
There is certainly some evidence of policy diveggenn fact Wales and Scotland
in particular do things differently to England. Taas differences in terms of
students’ finance, sending students to universityd in terms of long-term
residential care. So there is certainly some ewdasi devolution in terms of the
nations.

Trying to draw things together, with regards tohbetertical and horizontal
subsidiarity, | think it is important to place thembardy model in some sort of
conceptual or theoretical picture. The positiongragraws in some ways on new
public management, on what Harvard called the me@shomy of welfare, and,
in some ways, on the third way. However, theredifferences and | think one
interesting part coming over again in about two kgééime is whether it is the



same or different to the Lombard model. (From Juilyny Blair will have more
time on his hands, so you might like to invite hagross as a speaker; the problem
is that | understand he has got very expensivekspdaes). Therefore how does
the Lombard model relate to the third way? Is ih@y a different variant, a
different blend? There are different types of parship networks. In some ways,
it is similar to some of what is happening in th&lUMichael talked about high
and low road: does the road go further down perlmrapsrms of decentralisation
and subsidiarity? Another thought: is there a d#fee between rhetoric and
action? In other words, lots of people talk aboeteahtralisation in the U.K., but
there does not seem to be too much evidence apdrt from devolution to the
nations. Therefore (it is what sometimes footbadinagers talk about), does the
U.K. talk a good game? Does it talk about thingsrmt actually do it? Looking
at literatures, do they have difference, and peshagnflicting aims? In other
words, what is decentralisation meant to do? Whatita objectives? Are they
different to the objectives of the mixed economyvedlfare? | find it quite
interesting. [...] theoretical sense. You can trgée how well the policy achieves
what it is meant to do, for example in some sorteobnomic theory. And
however, there are problems in theory to do withitgq different people have
different needs on specific problems. Is there sauementators see that
decentralisation might increase the differencesvéen different parts of the
country. There is also of course the problem aflattion, or causality; in other
words, the fact that something has happened owetithe that the Lombardy
model has been in existence, does not necessagiy rthat the model actually
has caused it. Maybe things would have happenedvagy Are there outside or
external influences that might have caused diffegsrany way?

Some of the problems that | see: the first possisteblem is one of blurred
accountant. In other words, which levels and ingths are responsible? To take
a very simple example, if you contract a serviag @xample in Britain a lot of
rubbish or refuse collection is contracted at gaveompanies), and | have a
problem (my bin is not being collected, or there ather problems), whose
responsibility is it? Is it council's responsibylithat implies the contracting?
There is often that problem that each institutiayulsdl blame the other one: “it is
not my problem, it is their problem”. Thereforeet is the possibility that this
mixed economy of welfare, this contractual relasioips possibly implies blurred
accountability. At least, when government did ett@ng, you knew who to
blame, there was nobody else to blame. Now, botktiesa— government and
perhaps the private or voluntary sector organiaationight try to blame the other
one.

Another possible problem is the fiscal one. Will ceetralisation and
subsidiarity lead to greater regional differencesirequalities? We have in
Britain something called the ‘post-code lottery’ . means that where you live in
the country will influence what sort of service yget. So if you live in one
Health Authority, if you live in one post-code, yaill have a different service to
another Health Authority. Often you find it in tesnof very expensive [...] .
There are some cases of people who have actualhgdnioom where they lived



because Health Authorities said: “sorry, we caraffuird to give that draw”; they
have actually gone to another Health Authority windl give them that draw.
People in that sense are voting with the feat, they going to another local
Authority where they will get a better level of giee.

The final problem has really to do with subsidiesother words, if you have
wealthy regions and poorer regions, will the wealtbgions continue to wish to
subsidise the poorer ones? You notice it by the thay my spell-check does not
come very well on that one. But, devolution in th&. e.g. is perhaps increasing
strains because the most wealthy part of the tKH.ondon and the South-East,
and people in London and the South-East are inagigscomplaining that they
are sending money to Scotland and Wales, the pparts of the U.K. People in
London think that the money is going elsewhere, @vén worse, that in some
ways they are having a worse social, welfare, hesdrvices because they are
giving money elsewhere. Let us take the examplaredcriptions, (the ticket, it is
called). In Wales, for some specific groups of gapan, now there are three
prescriptions, and people in London are having ay for them, are sending
money to Wales to allow the people in Wales to heawheaper or better service
(a zero-cost service), which they can’t afford iondon because the money has
gone elsewhere. So increasingly [...] strains onghbrs of fiscal transfers.

We are leading towards some conclusions. Certaiflpgn my limited
knowledge, the Lombardy model seems a very bold, atually far-reaching
model. | agree with Prof. Martinelli that clearlg off-the-shelf solution will work
in terms of the literature of policy transfer arwligy [...]. There is a nice saying
about new, or shortly to be, Prime Minister, Mr.r@an Brown. He is meant to be
very keen on American solutions, so what some iafcsay is that if you want
Gordon Brown to adopt a policy, you have to safito: “that is how it works in
Wisconsin”. However, just because something workthis concept, it does not
mean it will work in Britain: you have to look vemarefully at these ideas of
policy transfers, of importing and exporting padsi However, certainly | think
you need to perhaps look at the goals, the evaluati the goals; certainly look at
the importance of considering policy transfer. dtjapologized at the start of my
limited knowledge of Italian (that is why | am sgew®y in English), but one of the
few words in ltalian | do know is perhaps reasowndiiting for the Lombard
model, and that idrizzante.

Answering to questions:

Answer first. | will be brief. I know better thao give long answers just before
lunch. So, the first answer is to Prof. Martindllihink one of the problems is that
compacts have not got a very clear definitionsibne of those nice words that
everybody uses but no-one quite knows what exaledy are. But | think most



people would answer that one of the key elememt§gaiures, would be trust. |

am not a legal expert, but | mean some people ahldut [...]complete and

incomplete contracts: clearly, in incomplete cocisathere is no trust. Therefore
what used to happen years ago in Britain was tbatntary organizations got

block grants, and, under the contract culture, thaetyvery clear money in order
for services. | suppose in some ways that compadtire is a retreat back towards
the sort of trust that the block ground system you do not mind if it is the last

thing that they do (you are giving them some autayosome trust and part of
this long-term, continuing relationship).

So, very briefly, | will just touch on two issudsat most directly affect what |
said. | think you are a very intelligent audierkere you tend to agree with
most things that they say. First of all brieflyeeifng to what Prof. Palumbo said;
yes, | certainly agree with the importance of eatiin and | think that one of the
problems is that many evaluators, at least in Brjtare not really clear whether
they are evaluating processes or [...], in other woadlot of people ask the
guestion: “does partnerships work?” And they aré meally clear whether the
partnership is an end in itself or whether it onlgrks if you can demonstrate
clear, improved [...]. One of these very large [...Jnivéhrough lots and lots of
articles and in the end we had only a handful ttlas that actually looked at
processes or mechanisms.

Secondly and finally, Prof. De Carli, yes, | thimke do not know clearly if
government / governance works. Back in Britainrehes this assumption that
partnership is a good thing and there is no pairiest it because we assume that
partnership works. You mentioned the idea of quaaikets: obviously we will
be hearing more about this in the following weelestipularly from Prof. Le
Grand. Certainly in his view both quasi-markets amdice are a good thing
(obviously provided they combine the best of bothrlds: if you get the best of
the market world and the best of the governancddivtecause you are giving
people services with choice at reduced or/and eest



