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Abstract

This article addresses the question of how unexpected national and international emergencies – the ‘black swans’ of war, economic depression, hyperinflation and, more prospectively and topically, terrorist incidents and environmental catastrophes – affect the character of welfare state interventions and welfare state development. 

We do have clear evidence of such effects in the past: hyperinflation in Germany made that country particularly inflation averse, the Great Depression was a stimulus to welfare state development in countries such as Sweden and New Zealand, the Second World War was a key factor in the subsequent development of the post-war British welfare state. However, the impact of emergencies is, at best, a very minor theme of welfare state analysis and one largely left to historians of the welfare state, suggesting that such effects are no longer considered to be a major factor shaping welfare state development, and that welfare states are like "elephants on the move"; rarely significantly thrown off course by particular events. 

The article speculates on why that might be, noting the importance of the timing of the emergency, its type, size, and the extent and character of prior welfare provisions. The article concludes by examining the implications of this analysis for our understanding of the likely impact of possible future emergencies of a terrorist or environmental character and of the proper political response to such emergencies.

Introduction
This article is a somewhat speculative attempt to address the question of how sudden and unexpected national and international emergencies – the ‘black swans’
 of war, economic depression, hyperinflation and, more prospectively and topically, mass epidemics, terrorist incidents and environmental catastrophes - affect the character of welfare state interventions and welfare state development. The core problematic of my account is that, while our logic tells us that such events should impact on social policy – after all social policy is about protecting individuals from their vulnerabilities to risks of all kinds – the standard literature on the modern welfare state has, ostensibly, very little to say about responses to these most dramatic risks of all.
  To ‘black swans’ and ‘elephants on the move’ [which I will come to later], central casting for this article also includes ‘dogs that do not bark in the night’!
I write this in the immediate aftermath of completing editorial work on the Oxford Handbook of the Welfare State, a massive [48 chapters and 350,000 word] attempt to cover the entire field of comparative welfare state studies.  No less than 12 chapters discuss factors shaping welfare policies and outcomes, including needs and risks, democracy and capitalism, unions and employers, parties, political institutions, public attitudes, gender, religion, migration and ethnic minorities, the EU, intergovernmental organizations and globalization. ‘Black swan’ events do not get their own chapter. Nor even do they rate a mention in the chapter where one might have thought they might have featured: namely that dealing with needs and risks.  The needs mentioned there are those that occasion the standard programmes of the welfare state – old-age, disability, unemployment, etc – and the risks are the ‘new social risks’ that occasion the newer programmes of the welfare state, including personal care for the frail elderly and child care for working mothers.
The only explicit discussion of the impact of national or international emergencies features in the earlier historical chapters, which comment briefly on the role of the Great Depression and the Second World War in precipitating political action for the establishment of welfare state programmes and in the final chapter on The Global Future of Welfare States by Ian Gough and Göran Therborn (2010), which speculates on what might happen to the Western welfare state in the event of sustained, long-term climate change.
 Arguably, the latter is not a ‘black swan’ in that its advent can hardly be called either sudden or unexpected.
I will come back to the question of why standard accounts in the literature of social policy have no place for ‘black swans’ in Part II of the article and devote my early remarks to a history in which they feature more frequently. These examples, drawn largely from events occurring before even the beginnings of the post-war ‘golden age’ of the welfare state provide us with a kind of negative evidence of circumstances under which the dog did, indeed, bark. Armed with such evidence, we are in a better position to ask why the dog barks so infrequently nowadays. I begin with five questions of which at least part of the answer concerns the impact of ‘black swans’: four questions about large-scale historic events – war, hyperinflation and economic depression - and the fifth about an individual life-course choice well into the post-war era shaped by government policies adopted in response to such an event that had occurred long previously.
Part I: Five Questions Highlighting the Impact of National Emergencies
Question 1: Circa 1900, which was the world’s biggest welfare state?

For social policy aficionados the obvious answer is Bismarck’s Germany, where the world’s first social insurance programmes were introduced from 1883 onwards or, perhaps, with an eye to the development of social citizenship, Denmark, which adopted such programmes marginally later, but extended them more broadly across the population at an earlier date. Surprisingly though, almost as plausible a candidate as any is the United States, a country which, today, is almost universally regarded as the advanced world’s most conspicuous welfare state laggard. Why should that be so? The answer is the very substantial benefit coverage of both men and their families afforded by the Civil War pension system, which, as Ed Amenta and Theda Skocpol point out in a book I edited called The Comparative History of Public Policy published in 1989, started out as “a categorical scheme of payments to soldiers injured in battle and to widows of soldiers killed in action”, but ultimately became, through the working of competitive party politics in an era of patronage, “a sort of discretionary old age and survivors’ pension” with a clientele of around a million and taking up about 40 per cent of American government spending by the end of the century (Amenta and Skocpol, 1989, 295-6).
Things we should notice about this example.  An overwhelmingly sudden and dramatic event – a civil war which cost the lives of 625,000 soldiers as compared with just 405,000 American fatalities in World War Two - was the occasion for massive welfare spending in the decades thereafter.  This was a ‘black swan’ with undoubted impact. However, note, too, that much the greater part of the impact was not immediate in that the shift from a system of categorical payments to a quasi-pensions system took place long after the precipitating event had ended and that the Civil War itself was not a sufficient condition for the shift, which would not have occurred without intense democratic party competition in an era in which voter loyalties were available to be bought and sold.  Finally, it should be noticed that this instance of hugely expanded welfare spending was, effectively, self-terminating, with spending virtually disappearing by the 1920s with the deaths of the last Civil War veterans and their dependents
Question 2: What made West German welfare state development distinctive in the post-war period?
Well, according to Manfred Schmidt, also in a contribution to The Comparative History of Public Policy, and significantly entitled Learning from Catastrophes, the answer is a policy of the middle way of which the most striking feature was “the coexistence of a determined and long-standing policy of price stability, which, in extreme circumstances, has priority in the inflation-unemployment dilemma even when the Social Democrats are in power, and a strong welfare state, itself to a large extent the product of rule by hegemonic non-socialist tendencies” (Schmidt, 1989, p.56).  A key to this outcome, according to Schmidt, was the fact that both trade union bosses and rank and file members of the German trade union movement saw price stability as a vital goal of economic policy because of their reading of the consequences of the hyperinflationary experiences of 1923 and 1948, both of which lead to the mass destitution of large sections of the German working and lower middle classes. What German labour learned from the inflationary catastrophes of the post-World War One and Two periods was that price stability was no less important to their economic well-being than high wages and full employment.
This account is interesting because part of the guarantee of a continuing adherence to anti-inflationary policy has been the persistence of memories of the consequences of particular crisis events, some them taking place well before most of the actors concerned had been born.  This suggests that the effects of ‘black swans’ of national emergency may be long-lived in the extreme.  Note, however, that voluntary adherence is only part of the story, with the deliberate creation of the highly autonomous central bank, the Deutsche Bundesbank, “as an institutionalization of the political will to maintain price stability” (Schmidt, 1989, 70). Here, unlike in the American Civil War example, the consequences of ‘black swan’ events gave birth to an institutional innovation – although not in this case, an institution usually classified as a part of the welfare state - designed to prevent such consequences occurring again.

Question 3: Was the experience of the Great Depression enough to promote a commitment to welfare state expansion?
And the answer is yes – in some countries, but not in others.  Contrast, on the one hand, the welfare state building activities of the Swedish Social Democrats coming to power in 1933, Roosevelt’s New Deal of 1935 and the Social Security Act of New Zealand’s First Labour Government in 1938 with, on the other hand, the contractionary policies pursued by governments in Australia and the United Kingdom during the 1930s and the militarist agendas of authoritarian governments in Austria, Germany and Italy during the same decade. In Sweden, the United States and New Zealand, there was a marked leap forward in the range and extent of programmes catering to the needs of the unemployed and economically powerless; in Australia and the United Kingdom, a sacrifice of existing levels of welfare state protection to the exigencies of fiscal rectitude and, in the countries of authoritarian, continental Europe, an attempt to divert attention through military adventurism from the economic crisis conditions and, particularly the mass unemployment, that had given birth to these regimes.

The economic impact of the national emergency of mass unemployment in the 1930s was as great as that of any non-military event of the 20th century and it can be sensibly argued that it had significant effects on social policy development in most of the more economically advanced countries of the Western world. The point though is that such effects were indeterminate in direction and depended for their content on a range of other factors.  Conspicuous amongst them, as can be readily seen by thinking about the experience of the countries I have been discussing here, was partisan politics, with countries in which the Left came to power after their opponents had been tarnished by economic failure the most likely to take up the banner of welfare state expansion and countries in which the Left-wing governments had been unfortunate enough to be implicated in the economic failures of the period the most likely to experience a conservative or authoritarian retreat from existing levels of social protection. Obviously the fact that immediate effects of even so momentous an event as the Great Depression can be refracted through the prism of mediating factors such as the partisan complexion of government is an important reason why the literature frequently does not identify such events as determinate causes of social policy outcomes. As in the case of American Civil War pensions, the immediate impact of the Great Depression was not a sufficient condition for social policy reform.
It is arguable, however, that, even in those countries in which the impact of 1930s economic conditions did not immediately lead to welfare state expansion, the Great Depression was an important precipitating factor for much of later post-war welfare state expansion in the sense of predisposing subsequent Leftist governments to adopt particular policy options when they came to power in the years after 1945. The proposition then would be exactly analogous to the case of the German trade unions internalising the lessons of hyperinflation. In this view, parties of the Left [and perhaps too the Christian Centre] right across the industrialized world learnt the lessons of the mass unemployment of the 1930s and, wherever subsequently elected, put policies in place that would prevent such outcomes occurring in future, whether through the creation of new welfare state programmes, the extension of existing ones or through the kind of Keynesian economic policies that that the conservative governments of the 1930s had eschewed. Such an account of the possible long-term causal processes contributing to the cumulative impact
 of the ‘black swan’ of 1930s mass unemployment clearly gives that event an extremely significant role in the development of the modern welfare state.
Question 4: Was World War Two the watershed event that precipitated us into the ‘golden age’ of the welfare state?
The watershed proposition is an influential one and comes in many variants. De Swaan (1988, p.224) points out that the wartime experience had accustomed governments to a more interventionist role, so that the tasks of running a welfare state that might have been beyond them in the 1930s, now seemed almost routine.  Peacock and Wiseman (1961), seeking to explain  Britain’s post-war expansion of public expenditure for social purposes, point to the way in which the wartime experience accustomed citizens to much higher levels of taxation and in the process raised what they perceived as being the ‘tolerable threshold’ of taxation, making post-war welfare expansion that much easier to accomplish.  The classic social policy insight, of course, was that of Titmuss (1958) and Marshall (1964) that Britain’s wartime experience had sown the seeds of a national solidarity that had flowered in the universalism of the post-war British welfare state. In a later study, Goodin and Dryzek (1987) effectively generalised that insight, showing that increased post-war spending across the OECD was a function of a greater willingness to share risks under the circumstances of uncertainty engendered by the war. Finally, echoing Marshall on the significance of the emergence of social rights of citizenship, Frank Nullmeier and Franz-Xavier Kaufmann (2010), in their contribution to the Oxford Handbook, argue that 1945 was genuinely a watershed “because an understanding of social policy and the welfare state based on the notion of social rights as key elements of universal human rights, on a par with liberal and democratic rights, only began to emerge during World War II”.
There are two important points to notice here. First, these different mechanisms by which the experience of World War Two translated into a greater commitment or capacity to run an advanced welfare state are complementary rather than conflicting.  All could be true and all probably are true to varying extents.  Second, if World War Two had not had a very substantial effect on subsequent social policy it would have been truly astonishing and, surely, a decisive refutation of the whole emergency impact thesis.  The Second World War was an event of calculably similar fiscal dimensions to the post-war growth of the welfare state, but occurred in only a fraction of the time. In the 35 years after 1960, there was an approximately 75 per cent increase in public spending across the OECD. Yet in just six years, between 1939 and 1945, the admittedly fragmentary data we possess suggest a rise in wartime spending in many of these countries of comparable magnitude (see Castles, 1998, 28). To sell so extraordinary a military effort to the democratic populations of the Allied nations required a promise of better things to come: of guns being replaced by butter or, in the words of the Atlantic Charter agreed to by the Allies in 1941, their war aims should include “improved labour standards, economic advancement and social security as well as freedom from fear and want”.
Question 5: Why, around 1980, did Australia with no state sponsored early retirement schemes have inactivity rates among older males as high as in Germany which had extensive early retirement schemes?
This, of course, is a question on a smaller canvass than those discussed above, but, as we shall see, provides evidence – and rather more recent evidence than any before - of wartime emergency effects persisting well past the heyday of the ‘golden age’ of the welfare state.  The question was one I asked in a paper published in Governance in 1997 and the answer started from the generalisation that access to social security income and home ownership are the keys to voluntary withdrawal from the labour force.  But there were particular Australian wrinkles to this general analysis, which I sought to demonstrate by constructing a quasi-fictional account of the reasoning behind the decision of a man of 59 to leave the Australian labour force in the early 1980s – only quasi-fictional because the man, Joe Seddon, was and is my father-in-law.
Here is the train of thought I attribute to Joe reflecting on the circumstances which had enabled him, in the mid-1950s, to purchase a house to bring up his family (Castles, 1997, 105):

Where he’d been lucky was in getting the loan in the first place. Luck, of course, wasn’t the real name of the game. War service loans were only doing the right thing by blokes for their time in North Africa or New Guinea or a hundred other rat holes politely described by the Department of Veterans’ Affairs as “theatres of war”. Anyway the loan was ‘beaut’ – the deposit was lower than it would have been from a bank, you’d got longer to pay and the rate never seemed to go up, which was a bloody sight more than you could say for other kinds of home loans.
Joe was quite right, the war service home loan he received in virtue of his service overseas was, indeed, ‘beaut’, with a fixed rate of just 33/4 per cent over 40 years. The war loans scheme had commenced in 1919, had led to the building of no less than 265,000 homes between 1945 and 1970 and remains open under different conditions to the veterans of Australia’s present overseas conflicts in Iraq and Afghanistan.  

Nor was the loans scheme the only benefit of overseas service: veterans’ pensions separately administered by the Department of Veterans’ Affairs were available five years earlier than normal pensions – at age 60 rather than 65. So my story was of a whole age cohort of men who had served their country overseas between 1939 and 1945 turning 60 years of age in the late 1970s and early 1980s, many of whom decided on the basis of their personal circumstances, including their highly privileged access to home ownership, to take their gold watches in the late 70s and early 80s and get out of the rat race.

Here we can see the effects of the ‘black swans’ of earlier wars influencing later generations in virtue of special ‘add on’ rules for access to benefits  made to cater for the needs of victims of particular emergencies.  The situation is obviously analogous to the American Civil war pensions with which we started, but the degree of institutionalization is much greater.  The American rules applied to the victims of a particular conflict and that system disappeared with their ultimate decease; the Australian rules have applied to all soldiers fighting overseas for their country over several generations and seem unlikely to change in substantial terms until such time as Australia ceases fighting other peoples’ wars on foreign soil. 
Part II: Are Modern Welfare States Immune to ‘Black Swan’ Events?

All the ‘black swan’ events discussed so far occurred prior to the mid-point of the 20th Century, even if sometimes their effects were felt later  The issues I seek to address in the second half of this article are the nature of the factors accounting for the lack of impacts of comparable magnitude in the post-war period and the possibility that current or future emergencies – the current financial crisis, terrorist atrocities like 9/11 or environmental catastrophes on a vast scale – might have greater effects than those of the recent past. Here, again, I seek to organise my remarks around a set of questions, but here questions of an analytical rather than an historical nature.
Question 1: Does the fact that an emergency event creates need automatically make it a concern of the welfare state?
And the answer is no, because all modern societies have developed institutional responses and policy repertoires for dealing with one-off, unexpected, emergencies that are almost never seen as initially the business of the welfare state.  When hurricanes blow, when earthquakes rumble, when communities are flooded, when bush fires rage, the usual response is to send in trained emergency response crews, to activate civil defence procedures, to declare states of emergency and to draw down nationally promulgated disaster relief funds. Admittedly when the repercussions of a disaster drag on – when the victims of Hurricane Katrina have to be re-housed in mobile homes for months and years – the housing authorities, social workers and the normal income maintenance agencies get in on the act, but only secondarily when the precipitating emergency ceases to be the focus of attention and the individuals suffering from the event are redefined as having routine needs comparable to those of others in the community.
So one reason why modern welfare states are partially insulated from the impacts of ‘black swan’ events is that some categories of emergency – and terrorist atrocities like 9/11 and environmental catastrophes like Chernobyl or Hurricane Katrina belong to this category – are not seen as falling within its province, with the distinction being between the exceptional character of the events within the remit of the emergency services and the routine and quotidian needs catered for by social policy. Thus, when the response of the authorities designated to deal with such once-off emergencies is seen as having been less than adequate, the most probable result will be criticism of the emergency services and those who run them and concomitant demands for institutional reforms and greater funding of those services, but very rarely for changing the remit of the welfare state to deal with these problems.  This separation of the institutional spheres of emergency and welfare state agencies is, without question, one of the main reasons why the impact of the most commonly defined kinds of emergency events flies well below the intellectual radar of most contemporary welfare state specialists.
Question 2: Does the type of emergency event affect the capacity of the welfare state to deal with it?
And the answer this time to a question which is, in effect, a reframing of the previous one, is obviously yes. Welfare states are there precisely to cope with a very wide category of predictable risks that affect individuals in modern societies, including the risks of becoming old, sick, disabled, homeless and, above all, unemployed. The degree of predictability is conceptually important, because ‘black swan’ events are defined precisely by the fact that they create an unexpected emergency.  But being unexpected and being unpredictable are different matters.
  In good times, the welfare state has far fewer homeless and unemployed clients to cope with and we do not have any accurate knowledge of when the good times will be replaced by hard times or how hard those times will be. However, we do know that down the track there will be hard times caused by fluctuations in the economic cycle and we do know that, for individuals, there may be times when their needs exceed the resources they have available to cope with them. These are precisely the kinds of emergencies that welfare state programmes and institutions are designed to deal with, so that when a financial crisis turns up we have routine mechanisms – including known repertoires of policy instruments, such a Keynesian demand management - for coping with its consequences.
Long lines of the unemployed caused by economic crises are the core business of the welfare state in way that war and other kinds of one-off civil emergency are not. A somewhat functionalist account of much of the history discussed in the first half of this article is that dramatic emergency events like the American Civil War, Germany’s hyperinflations, the Great Depression and the Second World revealed the unpreparedness of the societies concerned to cope with these and comparable crises in the future. Where the response – the impact of the emergency – was to create new institutions of welfare state provision, the consequence has been a widening and deepening of the instruments at the command of policy-makers for coping with the impact of future crises of a like kind, i.e. the kind of welfare state building that occurred across the Western world in the decades following World War Two. We create the institutions because we predict that the circumstances under which we will have to use them may reoccur, even though we do not know when that is likely to happen.  When it does – when the unexpected becomes actual – we are prepared and that, of course, is a major reason why we no longer witness the emergency impacts of yesteryear, because we have created welfare state and economic policy machinery designed to minimize their individual and societal impact.
 In summary, the legacy of past emergency impacts is to minimize emergency impacts in the here and now.
Question 3: Does the timing of emergency events make a difference to the severity of their consequences?
The answer is again yes and for three reasons. The first is that emergencies with only short-term effects are, all other things being equal, likely to have fewer lasting impacts than events the deleterious consequences of which have longer to imbue the popular consciousness. For this reason alone, the reshaping impact of post-war economic crises
 has been far less than that of Great Depression, the consequences of which only began abating with impact of World War Two. The second flows directly from what I have just been saying about the institutionalization of welfare state mechanisms.  Large-scale emergency events occurring prior to institutionalization are likely to have more serious impacts on the structures of social provision than comparable events occurring after institutionalization.  That is partly a function of what Pierson (2004) calls ‘institutional lock-in’, but it is also because that is what welfare states and, for that matter, the institutions of civil defence are designed to do: by providing a set of routines for responding to crisis, they diminish immediate effects on individuals and, therefore, on the wider society and, so, their potential to generate demands for institutional reshaping.
The third reason is effectively the one that De Swaan (1988) argues was crucial to making World War Two a watershed in establishing the institutions of the welfare state: to build institutions, we have to know that institutions will work and the best way of knowing that is to have witnessed comparable institutional and administrative repertoires working in other contexts.  For De Swaan, the experience of a state devoted to total war prepares the way for a state with a total commitment to the welfare needs of its citizens.  This, too, explains why the six or so decades between Bismarck’s invention of social insurance and 1945 were a period of experimentation and international diffusion of welfare state innovation, with states learning from the successes and failures of one programme how to design others and governments in other countries picking and choosing from the learning experiences of countries that had already tried to tackle particular problems.  Again, this suggests reasons why modern Western welfare states should experience fewer emergency impacts than their predecessors, and also suggests reasons why we might expect such impacts to be more pronounced in countries where the administrative preconditions of institution building are yet to be fully developed.
Question 4: Does size matter?

Clearly, again, the answer is yes and in two senses.  The size of the emergency will inevitably condition its impact.  The disturbances of capitalism that motivated reform or revolution were not the constant ripples on the surface of events, but the big and cataclysmic events of economic depression and large-scale warfare.  That much is obvious, but less obvious is that the capacity of emergency events to impact on the welfare state is also a function of the size of the welfare state.  Here at last, we encounter our ‘elephants on the move’, a beautiful metaphor invented by Karl Hinrichs (2001) to make it clear why efforts to reform the structures of contemporary pension systems are so difficult to accomplish and, when successful, take so long to bring about. Modern welfare states are huge compared to the states of the past – disposing of between 15 and 30 per cent of national income and taxes and employing large parts of the labour force to provide services which have become an everyday part of the vast majority of citizens’ lives. Moreover, modern welfare states have a massive inertia supplied precisely by the fact that they are an accretion of a vast set of institutional routines established over many, many, decades. Like elephants on the move, they are difficult to divert from their course because their size supplies momentum and their institutional routines supply a thick skin impervious to all but the biggest pinpricks applied repeatedly over long periods of time. 
A large part of the reason, therefore, why contemporary welfare state scholarship does not consider the impact of national emergencies is that, even the largest amongst such emergencies seems puny beside the structures on which they might impact.  Do mass epidemics of AIDS or perhaps of swine flu threaten the institutional integrity of Britain’s largest employer, the NHS? The answer is surely no.  These too are predictable emergencies of the kind that health services are established to cope with.  To paraphrase Bob Dylan, “how many deaths will it take” before we know that existing structures have failed? The answer, of course, “is blowing in the wind”, but one must assume that to get a major inquiry into the functioning of the NHS, much less fundamental institutional reform, would require thousands, if not tens of thousands.  This of course is not intended as a criticism of the NHS. The same applies to all welfare state health services and a big part of the reason is our knowledge that absent the existence of such a massive apparatus of emergency health intervention, the expected death toll would be far, far, greater.
More generally, we should note that size has been offered as the most convincing explanation for what is, arguably the most egregious example of the failure of a post-war ‘black swan’ event to have the serious consequences predicted.  Following the Oil Shocks of the 1970s, the OECD (1981) declared the welfare state to be in crisis, with the strong implication of its analysis being that fiscal deficits would inevitably lead to major welfare expenditure cutbacks. Much of the next three decades of social policy analysis has been devoted to a discussion of whether such impacts have actually occurred, with the emerging consensus being that aggregate expenditure retrenchment has been largely avoided and that what cuts there have been have been restricted to the generosity of particular categories of social insurance benefits (see Castles, 2004, Obinger and Wagschal, 2010; Levy, 2010; Stephens, 2010).
 As articulated by Paul Pierson (1996), the reason why expenditure retrenchment has failed to occur is the emergence of a ‘new politics of the welfare state’ premised on the fact that the constituency of support for the state’s welfare role – amongst both clientele and providers - is now so huge that modern governments are under intense pressure to avoid cuts that would inevitably undermine the livelihoods of large sections of the electorate. Thus, the size of the modern welfare state is the reason why, in recent times, the dog in the night of international economic emergency has failed to bark or, at least, why it has only whimpered.
Question 5: Does the type of welfare state matter?

And the answer here is that it almost certainly does.  Types of welfare state are one of the big preoccupations of the comparative social policy literature, with the best known typology distinguishing between the ‘liberal’, minimalist welfare states of the English-speaking world, the ‘conservative’, income replacing welfare states of continental Western Europe and the ‘social democratic’, egalitarian and comprehensive welfare states of Scandinavia (Esping-Andersen, 1990). In principle, the implications of emergency events for each type are obvious.  The comprehensive welfare state has schemes that cover the vast majority of social needs and risks, so that, when an emergency occurs, its consequences are likely to be coped with by existing schemes. Conservative welfare states are different in that they generally have separate social insurance schemes with separate funding to deal with different contingencies. However, what tends to happen in countries of this type is that new kinds of contingency are covered either by the extension of existing insurance schemes or by the addition of new ones, as Germany, for instance, has created a new insurance scheme to cope with the ‘new social risk’ of personal dependency in old-age.
The minimalist, ‘liberal’ welfare state is where one might expect to encounter the biggest impacts.  If existing schemes do not cover a new contingency or cannot be readily adapted to meet the new challenge, the alternatives are doing nothing, using existing residual poverty-relief mechanisms or creating a new scheme to cater for these specific needs.  Here, and especially under circumstances where the group in need is seen as being in some sense particularly deserving, I think are the origins of the kind of add-on schemes that catered to American Civil War veterans or cater to the veterans of Australia’s overseas conflicts. These kinds of schemes are, perhaps, rarer today than in the past because even ‘liberal’ welfare states are far less minimalist than they were before World War Two. However, there is an obvious logic here of considering the specific contingencies of specific groups of citizens, of creating a Medicare for the old and a Medicaid for the poor. 

One should not, perhaps, be too dogmatic about the virtues or deficits of particular types of welfare states.  It is not impossible  that under certain circumstances – perhaps terrorist attacks, environmental disasters or the combo of ecological terrorism – that the “add-on” mentality of creating specific mechanisms to deal with specific circumstances could be the most effective response at least in the short term. On the other hand, it has been argued “that it is the poor who are hurt most severely and immediately by the consequences of climate change” and that the countries of Northern Europe have a justified reputation for putting the interests of the poor at the centre of policy development in a way that is not the case in liberal political economies (see Dryzek, 2008). Irrespective of which of these arguments is nearest the truth, the fact that the consequences of emergency events are likely to be mediated by the type of welfare state in which they occur is another reason why we should not necessarily expect such impacts to have determinate consequences.
Question 6: What are the implications of this analysis for coping with future ‘black swan’ events?
What I have tried to do in this article is to suggest some of the reasons why it is that ‘black swan’ events, which once were so influential in shaping the character of the welfare state, are no longer seen as having the same salience or potency as in the past.  The summary answer I have given is that emergency events have contributed to the successful institutionalization of Western welfare states, thereby defusing the impact of subsequent threats to societal equilibrium.  However, reflecting back to earlier instances when the dog did indeed bark, the lack of impact of recent ‘black swan’ events may, arguably, be seen as owing at least something to another cause: namely, to systematic attempts by contemporary governments to minimise the sense of threat arising from sudden and unexpected emergency events. Today, the standard governmental response to perceived crisis is to present it as a reason for adopting reform measures, whilst denying its emergency status and, particularly, denying any lack of control on the part of the government.  So one reason we don’t experience emergencies is that governments don’t want to be seen as being weak by the democratic electorates who make judgements concerning their performance every few years.

The problem with this approach to crisis policy-making is that it quite deliberately sends a mixed message about the severity of the threat and the need to take action to combat it.  The notion that we face a crisis involves a perception that we confront a major problem; the notion of an emergency, in addition, denotes the possibility – and, indeed, the necessity - of adopting extraordinary measures to cope with that problem.  Arguably, then, political leaders who wish to achieve substantial institutional change should not be selling the message that they can cope, but only that they could cope if armed with emergency measures.  Lenin pronounced that, in the cause of revolutionary change, “the worse the better” and modern management theorists, seeking to transform the culture and routines of large organisations, talk of the need to create a “burning platform for change”. Those who led the fight against the Five Giants of “Want, Disease, Ignorance, Squalor, and Idleness” (Beveridge, 1942, pt. 7) to create the post-war British welfare state were not in the business of peddling complacency about the consequences of  staying with status quo policies. Stated in terms of the dynamics of modern democratic politics, another version of the same lesson is that spin-doctors are rarely the agents of meaningful reform. Political leaders who wish to provide lasting solutions to the new threats that emerge from the land of the ‘black swan’, need to invest political capital, take electoral risks and be ready to transform the malaise of on-going crisis into the reform opportunity of national emergency.

Conclusion

Old Father William answered three questions and that was enough – I have attempted, in an admittedly speculative way – to answer no less than eleven! I have shown, at least to my own satisfaction, some of the reasons why, to deliberately mix a metaphor, the ‘black swans’ of yesteryear barked louder than the ‘black swans’ of today. I think it is also possible to derive from the answers to the questions I have posed here some idea of the kinds of circumstances and countries in which emergency impacts could be expected to be greatest in present day societies, i.e. where large scale or persistent catastrophes confront minimalist welfare states. Obviously such circumstances are most likely in the countries of the South, especially in Africa, but also in parts of South Asia and Latin America.  In the West, the impacts of total war have been mitigated over the past half century by the simple device of avoiding wars amongst Western populations and by developing welfare states and civil defence agencies that have established routines for dealing with most predictable emergency events. The emergence of global terrorism and the spread of global pandemics represent new threats to these settled polities precisely because they are unpredictable and with consequences that such routines may be unable to contain. Arguably, the biggest threat to the future social security of countries in both South and West will be if global warming or other ecological catastrophes threaten the economic growth which has been the precondition of post-war success in building institutions capable of taming the impacts of sudden and unexpected events.
 I have suggested that governments are unlikely to be successful in coping with such problems if they attempt to use the techniques of modern political management to keep ‘black swans’ mute.
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� The use of the term ‘black swan’ to denote outlier events with [potentially] extreme consequences derives from the work of Taleb (2008).


� There is a much more developed literature on the impacts of crises and disasters in political science and public administration (see, for instance, Boin et al, 2005), but most of the emergency events discussed in this literature are once-off disasters of a kind which, as we note subsequently (in Question 1 in Part II of the paper), have few direct implications for welfare state development.


� However, several chapters debate the extent to which recent decades have manifested a trend towards welfare state retrenchment, a trend sometimes seen as set in motion by the Oil Shocks of the 1970s. On this, see Question 4, Part II below.


� For a more generalized discussion of the significance of such processes in policy determination, see Pierson, 2004.


� Taleb (2008, xviii) seeks to capture the same distinction by arguing that ‘black swan’ events are only “retrospectively predictable”.


� The neo-liberal bonfire of regulation in the quarter century after 1980 may be seen as a process of dismantling this machinery, more successful in the realm of economic policy than of the welfare state. Looked at in this light, much of the severity of the current economic crisis could be regarded as a consequence of unlearning the lessons of past economic emergencies. However, it should be noted how quickly during the course of 2008-9 most countries reverted to Keynesian routines in order to stimulate their economies. Irrespective of the ferocity of the ideological onslaught, a quarter century is, perhaps, too short a period entirely to forget the lessons of a ‘black swan’ event as momentous as the Great Depression.


� While we recall the Keynesian routines that are the legacy of an earlier economic emergency, at the time I write, there seems to be a real risk that recent demands for a new regulation of the excesses of finance capitalism will be swamped by a euphoria born of the fact that the worst effects of the 2008-9 recession have, despite their severity, been so apparently short-lived.


� That the debate has taken three decades and is, as yet, by no means ended is, in itself, testimony to a lack of unequivocal impacts. There is, moreover, real doubt about the primary factor precipitating any retrenchment impacts, with globalization long ago replacing the 1970s Oil Shocks as the main suspect.


� A recent paper on the way in which democratic politicians frame their responses to crisis situations, suggests (a) that governments seek to avoid blame for such situations and (b) that crises “are not a sufficient condition for policy change to occur, in spite of popular notions to the contrary” (Boin et al, 2009, 101). The argument here is that policy change often does not occur because the first priority of governments is to avoid blame.


� Although involving neither welfare state impacts nor the actions of a progressive government, a contemporary instance of a leader harnessing a ‘black swan’ event to effect major reform despite the inertia of entrenched political institutions was former Australian Liberal Prime Minister John Howard’s use of the popular revulsion arising from the Port Arthur Massacre of 1996 to ban automatic and semi-automatic weapons and institute appreciably stronger measures of gun control. That ‘elephants on the move’ [constitutions here rather than welfare states] can be tamed is demonstrated by Howard’s use of the emergency to successfully press the states to adopt more or less similar legislation under circumstances where [unlike in Britain after the Dunblane Massacre] the central government did not have the power to enact nationwide legislation.


�  For more on the challenge of developing social policy in the South and on the possible consequences of climate change, see Gough and Therborn, 2010.





PAGE  
2

