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Abstract

Digitalisation emerged as a central problem in global social governance in the past decade.
‘Digital transformation’ was expected to bring new social risks, requiring a redesign of the
welfare state. This study examines the social policy responses of international actors on the
digitalisation agenda in the 2010s and early 2020s. Inspired by sociological institutional-
ism, it shows different trajectories followed by UN agencies, the OECD and the World
Bank in terms of addressing the social implications of this transformation. Despite these
divergent organisational agendas, the article reveals the emergence of a new transnational
policy paradigm, the ‘Schumpeterian consensus’, overcoming the antagonism between
‘economic’ and ‘social’ institutions from previous decades. In this paradigm, the
‘Schumpeterian investment state’ is seen as a mediator between the creative and destructive
potential of technological change. Its social model encourages governments to invest in
skills, universal social protection and flexicurity for the digital era.

Keywords: global social policy; digitalisation; fourth industrial revolution; international organisations;
institutional change; policy paradigms

1. Introduction

The digitalisation of the economy and the new wave of intelligent technologies
focused the attention of political actors and policymakers globally in the past
decade. Notions like the ‘fourth industrial revolution’ (Schwab, 2016), the ‘gig econ-
omy’ (Healy et al, 2017) or the ‘risks of automation’ (Frey and Osborne, 2017)
became regular terms in academic and non-expert discussions. Governments devel-
oped numerous strategies to address the ‘digital transformation’ - i.e. the social and
economic implications of the computerisation of processes and tasks (OECD,
2019a: 18). The most influential actors in global social governance also engaged with
this process. Multilateral agencies set digitalisation and the future of work at the
centre of their agendas (Grimshaw, 2020), expressed in flagship reports, commis-
sions, policy frameworks and high-level meetings. In this article, I study the

© The Author(s), 2022. Published by Cambridge University Press

Downloaded from https://www.cambridge.org/core. IP address: 18.226.87.3, on 23 Dec 2024 at 06:40:03, subject to the Cambridge Core terms of use
, available at https://www.cambridge.org/core/terms. https://doi.org/10.1017/S0047279422000861


https://orcid.org/0000-0002-5671-0648
mailto:v.silva@lse.ac.uk
https://doi.org/10.1017/S0047279422000861
https://www.cambridge.org/core/terms
https://doi.org/10.1017/S0047279422000861
https://www.cambridge.org/core

1148 Vicente Silva

development of this agenda in global governance, with a focus on social policymak-
ing in international institutions. After the debates on the consequences of globali-
sation (Deacon, 2013) and the 2007-8 financial crisis (Giiven, 2012), digital
transformation became the next global agenda in social policy in the mid-2010s
until the early 2020s. Scholarship has primarily focused on evaluating initiatives
from individual international organisations (Anner et al, 2019; McBride and
Watson, 2019; Thomas and Turnbull, 2020). However, a comparative perspective
is necessary to make sense of the global institutional changes provoked by this policy
agenda.

The hypothesis I develop in this study is that the digitalisation agenda under-
mined the traditional divide between ‘economic’ and ‘social’ institutions in global
governance. Against dominant interpretations, I argue that international actors and
experts have converged around a common transnational policy paradigm, beyond
the cleavages that separated actors in past global agendas. This paradigm -the
‘Schumpeterian consensus’- understands development as a process of ‘creative
destruction’ led by technological change, in which the role of the state must be
to adapt institutions and prepare the workforce for the digital era, while mitigating
new risks related to it. This new model of welfare state is focused on ‘investing in
people” for the future through a range of policies —from lifelong learning pro-
grammes to a universal basic income. Even though in the 2010s there was interna-
tional convergence on this model, which I call the ‘Schumpeterian social investment
state’, global institutions diverged in terms of the instruments that should guide wel-
fare states in digital transformation.

2. Making sense of global institutional change in the context of digital
transformation

Until recently, digital technologies were not part of mainstream social policy
debates. Expectations about the current wave of innovations led observers, however,
to suggest that institutions should be adapted to technological change: it was under-
stood that “digitalisation and platformisation require profound rethinking of 21st
century welfare provision” (Eichhorst et al., 2020: 28). Recent publications in this
journal indicated a growing interest in the potential of digital innovations to deliver
welfare policies (Henman, 2022), and to coordinate decision-making in state
bureaucracies (Considine et al, 2022). Scholars also paid attention to policy
responses on the effect of digitalisation on jobs markets (van Doorn and van
Vliet, 2022), and the implications it might have for welfare attitudes (Busemeyer
and Sahm, 2021). Beyond the value of these and other studies, most of the literature
has had a national or local focus, leaving aside the question about the role of inter-
national actors in digital transformation. This is particularly remarkable given that
this is a structural process that, as such, should involve global responses and initia-
tives. This paper aims to fill this gap in the social policy literature, adding the global
level to institutional analyses of this process of transformation.

The conceptual approach I propose here to make sense of this agenda and its
rationale consists in a sociological understanding of global institutional change,
inspired by Sarah Babb and Alexander Kentikelenis® (2021) study on the
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Washington Consensus. Even though this variant of institutionalism has primarily
focused on stability, I propose that it can be utilised to make sense of change and
adaptations in international institutions. Babb and Kentikelenis have stressed the
influence of three interrelated dimensions in the making of a new global consensus,
which I use as a basis for the analysis. First, there is an organisational aspect, refer-
ring to the agendas of international institutions and their diffusion of a given set of
policies. These agencies tend to follow particular interests and mandates (Kaasch
and Martens, 2015), while their strategies influence national states in various
degrees (Gilardi, 2013). Second, there is an ideational dimension, alluding to the
predominance of theories and evidence that legitimate institutional reforms, often
based on specific epistemic communities (Haas, 2008) and knowledge networks
(Stone, 2008). The third factor that shapes global institutional change is the state
of the international political economy (IPE), i.e. the reordering of political and eco-
nomic forces on a global scale, as well as the irruption of wide-reaching events that
put pressure on institutions to react (Mahrenbach and Shaw, 2019). This frame-
work, in my understanding, rather than indicating explanatory factors, shows con-
ditions of possibility for a consensus to emerge. To that degree, this study has a
primarily interpretative character.

The interaction of these three dimensions can catalyse institutional transforma-
tions in international actors and national states alike. Such change can be inter-
preted in two lines, drawing upon previous works from sociological
institutionalism. One is the creation of a new transnational policy paradigm, mean-
ing a set of goals and instruments that are shared by a substantive number of coun-
tries and international actors (Babb, 2013). Paradigms constitute “cognitive
assumptions that typically reside in the background of debates about change”
(Campbell, 2004: 156), which are supported by elites until they lose legitimacy
before mounting anomalies and inadequacies (Hall, 1993). Another result of global
institutional change refers to the expansion of institutional models of actors (Meyer,
2010) - for example, the emergence of a certain ‘model’ of state that countries are
urged to emulate. In the sections below, I will apply these sociological concepts to
make sense of global institutional change in the context of digitalisation, with a
focus on social policy and welfare states. The argument is that in the previous decade
a convergence of organisational agendas in multilateral agencies, the salience of
inclusive growth as a concept in the international arena, and the threat of far-right
populism created the conditions for a new consensus, based on a Schumpeterian
paradigm and a model of the state oriented to promoting innovations through social
policy.

The methodological strategy utilised focuses on three institutions that have been
particularly influential in social policy debates in past decades (Kaasch and Martens,
2015): the International Labour Organization (ILO), the Organisation for Economic
Co-Operation and Development (OECD), and the World Bank (WB). Even though
practically all major international institutions have developed initiatives on digital-
isation, it seems more empirically fruitful and plausible to reduce the scope to a
limited number of cases. These three have been chosen to provide a picture of
the diverse ideological and geographical characteristics of international organisa-
tions. In that line, the ILO is an agency with global presence and based on a
social-democratic imaginary; the OECD comprises rich democracies and promotes

Downloaded from https://www.cambridge.org/core. IP address: 18.226.87.3, on 23 Dec 2024 at 06:40:03, subject to the Cambridge Core terms of use
, available at https://www.cambridge.org/core/terms. https://doi.org/10.1017/S0047279422000861


https://www.cambridge.org/core/terms
https://doi.org/10.1017/S0047279422000861
https://www.cambridge.org/core

1150 Vicente Silva

inclusive liberalism, while the WB works in developing nations advocating for lib-
eral values and strategies. I have studied the digital transformation agendas of these
respective institutions through document analysis of flagship reports and policy
documents published between 2015 and 2020 on digital technologies. The docu-
ments were scrutinised through a content analysis strategy based on a coding matrix
focused on three categories with sub-dimensions: problem definitions, policy solu-
tions and conceptual foundations presented in the reports (based on Mehta, 2011).
A list of the analysed documents can be found in the appendix to this paper, as well
as the matrix of categories used to code them.

3. The IPE dimension: the erosion of the divide between ‘economic’ and
‘social’ institutions in global governance

In order to understand the appearance of a new consensus in the international
arena, it seems necessary to make reference to the history of antagonism that char-
acterises global social governance. This field has commonly been characterised by
scholars as a ‘war of positions” between ‘economic’ institutions that focus on growth
and competitiveness, on one side, and ‘social’ institutions that have a humanitarian
and rather normative orientation, on the other (Deacon, 2007). In the 1980s, the
consequences of structural adjustment made international financial institutions face
opposition from United Nations (UN) agencies (Jolly, 1991); in the following dec-
ades these actors would constantly clash over the management of economic glob-
alisation. For instance, in the 1990s, the World Bank was a strict defender of market
openness, highlighting the benefits of foreign investment for job creation (World
Bank, 1995). The ILO became an advocate of core labour standards to enforce min-
imum norms for an increasingly integrated world economy (Alston, 2004). Even in
the context of the Great Recession after 2008, these agencies had contrasting posi-
tions on the role of the state and the extent of social protection in the crisis (McBride
and Merolli, 2013). The literature likewise used this binary division to make sense of
global institutions’” positioning on emerging events and agendas.

At the beginning of the 2010s, inter-organisational relations in global governance
started showing signs of a different logic. The general adherence on the idea of social
protection floors in Bretton Woods institutions and the UN system indicated that
the contradiction between these two positions was giving way to a relationship of
‘accommodation’ (O’Brien, 2014). I further propose that there were two contextual
factors in the international political economy that led, by the mid-2010s, to a dis-
solution of the divide between ‘economic’ and ‘social’ institutions in global gover-
nance, thus making possible the Schumpeterian consensus I will describe below. The
first process referred to the expansion of inclusive growth as a dominant paradigm in
the international community, including the economics profession and multilateral
agencies. As Rianne Mahon explained (2019), in the past decade the WB and the
OECD respectively re-elaborated their approach to social policy by emphasising the
importance of inclusiveness in promoting economic growth, instead of opposing
efficiency and equity as contradictory aims. Issues of sustainability also became part
of their institutional agendas, beyond the orthodox perspectives they had endorsed
in recent decades (Deeming and Smyth, 2018).
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A second factor, now related to the balance of forces in international relations,
was the irruption of far-right populism in the 2010s. The latter posed a serious chal-
lenge to the liberal international order and multilateralism (Mearsheimer, 2019),
provoking a global wave of conservatism and exclusionary measures (Fischer,
2020). In terms of social policy, its effect was to force a social-democratisation of
agencies conventionally positioned in the neoliberal spectrum, and contrarywise
a liberalisation of institutions that would represent social democracy in the inter-
national arena. More specifically, the OECD understood populism as a by-product
of widening socioeconomic inequalities in advanced political economies (Gurria,
2017), thus justifying a reorientation of its institutional discourse towards a
social-democratic imaginary concerned about redistribution and social dialogue
(e.g. OECD, 2018b). Social policymaking at the ILO followed the opposite direction.
The confrontational strategies of business at the ILO and their strategic alignment
with far-right populist governments led to a substantive ideational change in the
organisation at the end of the decade (Silva, 2021). Despite having represented social
democratic principles internationally —tripartism and social justice-, the ILO has
recently adopted a more pro-business position that sees the private sector as the
engine of economic development (e.g. ILO, 2019a). These two institutions - the
OECD and the ILO - established a common agenda on inclusive growth and decent
work, embodied by the ‘Global Deal’ (ILO and OECD, 2018), demonstrating that
the existence of a clear divide between a liberal and a social-democratic camp was
not so clear anymore.

4. The organisational dimension: trajectories of global institutions in the
digitalisation agenda

Global institutions in the past decade, especially those concerned about social
affairs, explicitly engaged with the digitalisation agenda. Each organisation
‘responded’ from their respective perspectives and political processes, but they
shared the preoccupation for ‘investing in people’ for the future of work, for pre-
paring society for the new digital era. A brief description of their trajectories will
demonstrate the previous. For one, in 2013 the ILO turned its attention from
the social consequences of globalisation towards the impact of new intelligent tech-
nologies. This theme was chosen by Director General Guy Ryder to become the
main focus of the organisation’s centenary for 2019 (International Labour Office,
2013). The ILO Future of Work Initiative launched in 2015 included the formation
of a Global Commission that in 2019, in the context of its centenary, published a
report that proposed a ‘human-centred approach’ for the future (ILO, 2019b). The
framework of the Commission aimed to embed technological change in capabilities’
development, promoting innovation that would increase workers’ resources and
autonomy. Such approach suffered straight opposition from employers and
right-wing governments in the making of the ILO Centenary Declaration
(Thomas and Turnbull, 2020), who re-oriented the institution’s agenda towards
skills development and adaptability for job creation.

The goal of ‘humanising’ digital technologies in the UN system was also assumed
by the United Nations Educational, Scientific and Cultural Organization
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(UNESCO) and its Recommendation on the Ethics of Artificial Intelligence (AI)
from 2021. It encouraged member states to create institutions that preserve “human
rights and fundamental freedoms”, as well as “human oversight” over Al systems
(UNESCO, 2021). The OECD had pioneered in that line some years before with
the making of a Recommendation on Al, for which “AI should respect the rule
of law, human rights and democratic values” (OECD, 2019d). These cooperative
efforts between multilateral agencies and countries found ample support in instan-
ces such as the G20, the group of the twenty largest economies, agreeing on a frame-
work on ‘Al principles’ in 2019 largely based on previous work from the ILO and the
OECD (120, 2019). The WB has also thematised the ethics of new technologies,
supporting the safeguard of privacy rights to address “the power asymmetries
between (individual) data subjects and data processors and collectors” (World
Bank, 2021: 194). In other words, institutions with largely different aims and inter-
ests seemed to recognise the necessity to set institutional and normative boundaries
to technological developments in the age of AL

Apart from the human-centred approaches, there were two additional trajecto-
ries that must be examined here. The OECD experienced in the past decade a sub-
stantive ideational turn in the context of its inclusive growth initiative, distancing
this organisation from the orthodox position it defended in the 1990s (McBride
et al., 2007) and its focus on activation from the 2000s when it embraced ‘inclusive
liberalism” (Mahon, 2011). In the following decade, after the Euro crisis, the OECD
focused their social policymaking on digitalisation. On this process, in 2016 labour
ministers and the secretariat decided to make a new Jobs Strategy — ‘Good jobs for
all in a changing world of work’- which was published in 2018 (OECD, 2018a). In a
scenario where digital ‘superstar firms and platform labour were notoriously
expanding, the OECD proposed to strengthen the institutions of work —centralised
collective bargaining, minimum wages, and inequality reduction - in a clear turn to
a social-democratic imaginary (see OECD, 2019b). At the same time, the OECD
committed to renew its social policy framework for the challenges of the digital
era and re-elaborated its Skills Strategy in 2019, encouraging member countries
to invest in training over the life course, foreseeing that in the future jobs and occu-
pations will disappear due to automation (OECD, 2019c). As in the Jobs Strategy,
the one on skills supported stakeholder engagement and social dialogue in the gov-
ernance of skills systems. The re-making of social policy frameworks at the OECD
played a key role in the institution’s projects related to technological change: the
most important of them, the ‘Going Digital” initiative (OECD, 2019a), presented
a roadmap in which well-being, good jobs and social inclusion were considered cen-
tral to build a sustainable digital transition.

As the OECD, the WB experienced a similar pattern of institutional change in the
context of the digitalisation agenda, as it explicitly embraced the “flexicurity’ model
in social policy provision as a response to such transformation. In a number of
World Development Reports, the Bank exposed the economic gains and opportu-
nities brought by new technologies - for example, by creating new industries and
jobs, or making organisations more efficient (World Bank, 2016, 2021). Despite the
optimism shown in the Bank’s approach, the institution repeatedly showed con-
cerns about the appearance of new social problems in such context. The World
Development Report of 2019 - ‘The changing nature of work’ — emphasised that
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the demand for skills was going to change due to technological change; the risk of
polarisation and the already decreasing labour share in the product were worrying
trends to consider (World Bank, 2019). The two institutional initiatives developed
as a response to these analyses were the creation of the ‘Human Capital Project’ in
2018 (World Bank, 2018b), which provided technical support for countries to invest
in their people, and the ‘Protecting all’ social policy framework from 2019. The latter
positioned flexible security as the key goal for the future, giving companies freedom
to adopt innovations while guaranteeing that all workers have universal access to
social protection - e.g. via a universal basic income (Gentilini et al., 2020) or a ‘pen-
tapartite’ model that would include the self-employed and non-standard workers in
social dialogue (Packard et al.,, 2019).

The previous indicates that major players in global governance put digitalisation
and technological change at the centre of their respective organisational agendas.
They also remade their social policy approaches, with different emphasis to be sure,
but with the common idea that states should ‘invest in people’ to face digital trans-
formation (see Table 1 below). Their organisational trajectories did not seem to be
structured by an opposition between economic and social dimensions, or by an
ideological dispute between neoliberal and social-democratic positions. Even
though they developed their own frameworks and supported specific instruments,
the next section shows that they were actually operating within the same policy par-
adigm, especially in terms of problem definitions and conceptual foundations.

Table 1. Trajectories of global institutions in the context of the digitalisation agenda (2015-2020)

Organisation for

International Labour Economic Co-Operation
Dimension Organization (ILO) and Development (OECD) World Bank (WB)
Conceptual Human-centred Human-centred and Inclusive growth
approach inclusive growth
Key ‘Work for a brighter ‘Going digital: shaping ‘Protecting all: risk sharing
document  future: Global policies, improving for a diverse and diversify-
Commission report’ lives’ (2019a) ing world of work’ (2019)
(2019b)
Normative  Humanising technology Strengthening social Renewing social contract
horizon cohesion
Main ana- Human Collective Individual
lytical
focus
Main source Human versus machine Capital versus labour Technology versus education
of con-
flict
Supported  Investing in workers’ Investing in employment Investing in human capital
strategy capabilities and and social protection and lifelong learning

social dialogue

Source: Author
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5. The ideational dimension: the Schumpeterian consensus and the new
welfare state for the digital era

The diverse trajectories found in the organisational dimension should not obscure
the fact that, by the mid-2010s, the mentioned actors had adopted a single under-
standing of economic development and, perhaps more important, of the role of the
state in welfare provision. The concept of ‘consensus’ here is presented as it has been
utilised in international political economy to denote the convergence of actors
around certain policy paradigms, as in the “‘Washington consensus’ (Williamson,
2008) or the ‘Wall Street consensus’ (Gabor, 2021). However, in this case I am
not referring to industrial and macroeconomic policy, but to social and labour mar-
ket regulations at a global level. The new model that became a transnational policy
paradigm in the 2010s can be called the ‘Schumpeterian consensus’, which was fun-
damentally inspired by ideas, not by geopolitical/financial interests like the ones just
mentioned. The essence of this paradigm relies on two notions. The first is a con-
ception of economic and technological development grounded on Schumpeter’s
idea of ‘creative destruction’. A second aspect is the promotion of ‘investing in peo-
ple’ to prepare societies for digital transformation. The social investment approach
and the flexicurity model, as an extension of the Schumpeterian consensus, became
part of this transnational policy paradigm, being endorsed by the various actors in
global social governance: multilateral agencies, international experts, and civil soci-
ety organisations.

The idea of creative destruction was popularised by Joseph Schumpeter in his
Capitalism, socialism and democracy (1994), representing capitalist development
as a force that continuously grows at the expense of already existing economic
and institutional forms. In this view, innovation -expressed in the creation of
new markets, organisational methods or productive techniques- is constantly dis-
rupting the economy, altering the general equilibrium taken for granted by neoclas-
sical economics (Screpanti and Zamagni, 2005). The logic of creative destruction is
considered to be the core feature of capitalism, unravelling as an ‘organic process’
(Schumpeter, 1994: 84), thus inciting a succession of economic cycles linked to tech-
nological innovations. Even though Schumpeter did not advocate for institutional
interventions in this ‘organic’ process, it was Neo-Schumpeterian economists who
argued that state institutions and regulations were necessary to keep the creative
potential of technological change, but within a “narrow corridor” where growth
and innovation were not curtailed (Hanusch and Pyka, 2007: 287). In terms of
the digitalisation agenda in global governance, in the 2010s there were explicit signs
of a common narrative on such process:

The unintended consequences created by past waves of technological change
trigger societal learning processes... which have been described by
Schumpeter as a process of creative destruction (Niibler, 2016 from ILO)

A process of creative destruction is under way, whereby certain tasks are either
taken over by robots or offshored, and other, new ones, are created (OECD,
2019b: 14)
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Technological progress makes the jobs challenge more complex ... The speed
of these changes appears to be accelerating, intensifying creative destruction
and the pace of labour market changes (World Bank, 2016: 130)

Global institutions remained somewhere in the middle between a strict economic
conception of the process that understands new risks as a ‘necessary evil’, and an
approach concerned about its social implications, willing to restrain the spread of
certain disruptive technologies. In other words, neither Hayek and unbounded mar-
kets, nor Polanyi and embedded economies took the lead. On the opposite, as
expressed by influential Schumpeterian economist Phillipe Aghion, there had to
be an investor state that could focus public initiatives on innovation and industrial
policy, and an insurer state that could “protect individuals against the risks induced
by innovation and creative destruction” (Aghion et al., 2021: 272). In the 2010s this
dual view on the role of the state became paradigmatic in the international commu-
nity, at least in relation to social policy. The state had to invest in people to prepare
them for the future, adapting social and labour policy to let out the creative side of
digitalisation —generating jobs and new tools of work and management, while cre-
ating new job opportunities through digital platforms. At the same time, the state
was expected to invest in mitigating the new set of risks attached to this wave of
innovations — namely, technological unemployment due to automation, the polar-
isation of the jobs market, the rise in non-standard forms of employment and the
spread of monitoring mechanisms and data analytics in organisational settings
(Figure 1).

Creation Destruction

Schumpeterian

- Jobs :-ind social -Jec?nologlcil
occupations . isplacemen
investment

- Work tools <1— —l> - Jobs polarisation
- Global platforms Adaptation Preparing the workforce Mitigation| _ Non-standard jobs
- Management for technological change - Surveillance and

techniques privacy

Figure 1. The Schumpeterian consensus in global governance: creative destruction and social
investment.
Source: Author
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I call this new model of welfare the ‘Schumpeterian social investment state’,
which must mediate between creative and destructive forces, channelling them
towards inclusive growth and human-centred development. Apart from feeding
from Schumpeterianism, it borrows elements from the social investment paradigm.

Social investment as a concept rests on the assumption that there is productive
value in social policy, against views that oppose efficiency and equity, particularly
dominant before the 2000s (Morel et al., 2011). I can give a general description of its
rationale. First, the ‘investment’ dimension does not necessarily expect social
returns in the sense of neoclassical economics, as measurable outcomes (Nolan,
2013). In a broad sense, investment is focused on raising “the quality of the ‘stock’
of human capital and capabilities”, as well as on providing “universal safety nets
‘buffers’ for micro-level income protection and macro-economic stabilization”
(Hemerijck, 2018: 816-7). Second, the result of investing is understood not only
in relation to growth but also in a broader sense, emphasising aspects such as
well-being, equity, or social cohesion. A third element is a focus on enabling tran-
sitions, both in relation to life events (e.g. school-work) and various domains of
social life (e.g. work-family), mainly under the assumption that economic produc-
tivity and opportunities are determined over the life course (Esping-Andersen,
2005). Fourth, derived from the previous point, the investment paradigm is associ-
ated the flexicurity model in social policy, i.e. the promotion of flexible arrange-
ments in the labour market with social protection and activation measures for
individual workers (Auer, 2010). This strategy would, in principle, reconcile the
imperative of adaptation from business and the need for support in transitions
and new risks (Greve, 2014).

The question about how these policy orientations were addressed in the digital-
isation agenda in global governance will be covered in the next section. Before that,
one final conceptual reflection is offered. Until the mid-2010s, the social investment
perspective had been endorsed by global institutions in relation to different strate-
gies: some of which were associated to what Bob Jessop (2018) called the
Schumpeterian ‘workfare’ state. For this model, in a globalised economy, countries
had to develop ‘defensive’ activation measures and disciplinary approaches to social
policy to remain competitive (Torfing, 1999). As Jane Jenson suggested (2017), the
OECD recommended a turn towards active labour market policies in the Global
North and the WB backed conditional cash transfers for poverty reduction for
the South; they shared, nonetheless, the same emphasis on the disciplinary role
of the state and the importance of investing in children development.

There are three key differences, however, between the Schumpeterian workfare
state and the Schumpeterian investment state that I am delineating (see Table 2).
First, the latter presents itself as a truly globalised state model, an institutional tem-
plate to emulate in a context of worldwide industrial transformation. Even if in the
2010s countries in the Global South were still focusing their attention on all-too-
common problems like informality or low internet access (see ILO, 2017), the dis-
course of international institutions was promoting this state model regardless of
countries’ development situation. Second, in the Schumpeterian investment state
the disciplinary element is virtually absent, while the context that gives meaning
to its principles is digital transformation, not economic globalisation, which was
displaced in the 2010s as a centre of gravity in global social governance. Lastly, a
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Table 2. Models of Schumpeterian state in global social policy: two meanings of ‘investing in people’

Model

Schumpeterian workfare state

Schumpeterian investment state

Economic goal

Competitiveness in a knowledge-
based economy

Preparedness in a changing
world of work

Normative goal

Compensating losers from global

Mitigating unequal effects of new

market economy technologies

Underlying processes  Post-industrialism Digitalisation
Globalisation Digital transformation
Type of activation Disciplinary Reskilling and upskilling

Inclusiveness Market participation Universal social protection

Policies Work-family balance
Investing in children
Make work pay

Conditional cash transfers

Flexible security
Investing in digital skills
Decoupling benefits from
employment
Social dialogue

Approach to global Inclusive liberalism

social policy

Inclusive growth
Human-centred

Source: Author, inspired by Jenson (2017) and Jessop (2018)

third element that separates these models has to do with policy targets. Workfare
had a strong emphasis on childcare and children-related investment; on the con-
trary, the expansion of automated technologies in the past decade forced a reorien-
tation towards adult workers that could be displaced by labour-saving digital
innovations.

6. Policy expressions of the Schumpeterian consensus: a new global
social model?

The Schumpeterian consensus rested on a shared conception of development and
the role of the state in welfare provision. Global institutions, I have mentioned
already, supported different policy instruments and goals according to their own
organisational agendas, but they also showed noticeable similarities in the
problem-definition aspect of digital transformation. They identified issue areas
related to the ‘social model’ (Dolvik and Martin, 2014) that had to be addressed
- insufficiencies in employment relations, social policy and skills formation systems
that had been exposed by technological change and that, consequently, had to be
faced by states. In terms of employment relations, even though in previous agendas
on the globalisation of production the standardisation of work had been a primary
concern (Bernards, 2017), this was no longer the case in the digitalisation agenda.
Instead of countering precariousness and informality via formalisation, multilateral
agencies were now announcing the death of the standard model of employment as
an empirical reality and as a normative horizon:

“Changes in labour markets, including not only technological advances but
also other developments such as the widespread participation of women in
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paid employment, merit reflection on whether the institutions created for an
industrial age — when lifetime employment with a single employer was the
expectation — need to be adapted for the twenty-first century” (ILO, 2018: 1)

“Traditional provisions of social protection based on steady wage employment,
clear definitions of employers and employees, and a fixed point of retirement
are becoming increasingly obsolete. In developing countries, where informality
is the norm, this model has been largely aspirational . . . Technology is chang-
ing how people work and the terms under which they work” (World Bank,
2019: 113)

“Underlying these debates is a fear that the standard, full-time and dependent
employment relationship is under pressure and that, in the future, many indi-
viduals will be working in ‘flexible’ work arrangements with little employment
and social protection, few benefits and rights, and limited access to training”
(OECD, 2019b: 133)

These observations sustained the idea that future labour markets were going to be
flexible, partly due to digital innovations that were disrupting the standard model
(e.g. the gig economy), partly due to an already ongoing process of casualisation
related to a global decrease in labour power in employment relations (OECD,
2019b). In this context, and considering that states had to mitigate risks beyond
adaptability, welfare in the new social model supported by international institutions
was fundamentally based on the flexicurity approach, now detached from its Nordic
origins and presented as a global institutional template:

“The policy principle should not be to protect jobs that are becoming outdated
and unproductive due to technological change but to protect people (as the
Danish flexicurity approach to labour market exemplifies)” (World Bank,
2018a: 3)

“Policies need to strike the right balance between employment flexibility and
stability. The challenge is to ensure that resources can be reallocated to more
productive uses while providing a level of employment stability that fosters
learning and innovation in the workplace” (OECD, 2018a: 15)

The renovation of social policy systems implied, then, letting employers displace
workers through automation while keeping universal social provision detached
from employment status. Even though universalism was already on the table when
the digitalisation agenda emerged, especially in the widely supported concept of
social protection floors (Zelenev, 2015), in this case there was the idea that all work-
ers could be exposed to technological replacement, and therefore governments had
to ‘protect all’ (Packard et al., 2019). The appropriate instruments to achieve that
objective varied: for instance, the WB recommended a universal basic income
(Gentilini et al., 2020), but the ILO opposed this policy, given its possible regressive
effects (Ortiz et al., 2018).

In relation to skills formation, the third element of the Schumpeterian consensus’
social model was the imperative to reform educational systems to prepare youths

Downloaded from https://www.cambridge.org/core. IP address: 18.226.87.3, on 23 Dec 2024 at 06:40:03, subject to the Cambridge Core terms of use
, available at https://www.cambridge.org/core/terms. https://doi.org/10.1017/S0047279422000861


https://www.cambridge.org/core/terms
https://doi.org/10.1017/S0047279422000861
https://www.cambridge.org/core

Journal of Social Policy 1159

and adults for rapidly changing labour markets in the digital era. Investment in a
lifelong conception of education, particularly a change from knowledge-centred
learning towards the transmission of adaptable soft skills, became the mainstream
position in international debates in the 2010s (Penpraser, 2018). In parallel, in
global governance there was increasing support for subordinating educational insti-
tutions to labour markets:

“The ILO must direct its efforts to. . . pay particular attention to ensuring that
education and training systems are responsive to labour market needs, taking
into account the evolution of work” (ILO, 2019a: 3)

“As our societies and economies are increasingly shaped by new technologies
and trends, getting skills policies right becomes even more critical for ensuring
well-being and promoting growth that is inclusive and sustainable” (OECD,
2019¢: 3)

“By improving their skills, health, knowledge, and resilience—their human
capital—people can be more productive, flexible, and innovative.
Investments in human capital have become more and more important as
the nature of work has evolved in response to rapid technological change”
(World Bank, 2018b: 2)

The need to reskill workers to cope with technological change was also noticeably
advocated by business consulting groups (Schlogl et al., 2021). Global think tanks,
echoing such views, called for a ‘reskilling revolution’ (World Economic Forum,
2018), arguing that governments should “help workers develop skills best suited
for the automation age”, focusing on “developing agility, resilience, and
flexibility”(McKinsey Global Institute, 2017: 18-9). The idea that disruptions caused
by technological innovations could be mitigated primarily by adapting skills forma-
tion to the needs of the private sector constituted an ‘educational fix’ (Peters et al.,
2019) that was an unequivocal component of the Schumpeterian consensus.

7. Conclusion

In this article, I have argued that the traditional divide between economic and social
actors in global governance, in the context of the digitalisation agenda, gave way to a
shared understanding of economic development and the welfare state by major
players in the social policy field. Organisational, ideational and political-economy
factors made possible the emergence of the Schumpeterian consensus in the inter-
national arena in the past decade. The centrality that technology has gained in global
social governance certainly responds to the severity of the challenges digital inno-
vations may bring. It will be a matter of future research to study the influence of
international institutions on national regulatory frameworks and strategies in this
regard. This question goes beyond the scope of this article, though it is a highly
pertinent one: have countries adopted the Schumpeterian social investment model
over the last decade? How has their collaboration with international organisations
determined their specific approaches to digitalisation? The possibilities and
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limitations of global governance to guide a process of structural transformation
remain to be seen.

A different problem for the literature has to do with the organisational agendas of
international institutions — for one, as I have exposed, there was convergence in
terms of paradigms and policy ideas on the digitalisation agenda. How have events
such as the global coronavirus pandemic influenced these organisations’ views on
digital technologies? Global trends associated to the pandemic - such as the expan-
sion of remote work; of platform work and the automation of jobs (ILO, 2022) -
made digitalisation even more pervasive. The positioning of international institu-
tions in this scenario, and their inter-organisational relations, is also a problem
to be explored. The truth is that digitalisation is taking place in parallel to other
policy issues that were already key in global governance: increasing inequalities,
high informality and jobs precariousness, as well as the looming environmental cri-
sis. Future studies will tell if the policy orientations of the Schumpeterian consensus
were compatible with addressing them.

Supplementary material. To view supplementary material for this article, please visit https://doi.org/10.
1017/50047279422000861
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