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Abstract
Wage restraint has been the pa​ra​​digm in the much discussed Dutch political economy – just as la​​bor market liberalization is the paradigm in the internationally dominant po​litico-economic po​licy discourse. The Dutch em​ploy​ment ‘mi​​​​racle’ has been as​so​​​cia​ted with the pro​tracted wa​ge re​​straint capital and labor agreed up​on in 1982 to im​prove com​p​e​titiveness, pro​fits and in​​​vest​ment. Com​pe​ti​tive​ness and investment have not im​​proved since then, how​e​ver. None​the​less, the pa​​ra​digm is remarkably stable. It is sus​​tained by a broad epis​​te​mic com​mu​nity of po​​​liti​ci​ans, aca​de​mics, jour​na​lists, ci​​vil ser​vants and at its heart the Cen​​​​​tral Plan​​ning Bu​reau (CPB), a go​vern​​ment advisory a​gen​​​​​cy that since the 1950s has been the in​​tel​​lec​tual center of Dutch so​​cio-eco​nomic policy-ma​​​king. Partially based on interviews we ana​lyze the pa​ra​dig​​ma​​tic cha​rac​ter of the wage restraint for​​mu​​la, the epis​te​​​​​mic com​munity sus​​tai​ning it and the pi​​votal po​si​tion of the CPB wit​h​in this com​​mu​ni​ty. Looking for the basis of its stability we think that acci​den​tal cir​cum​stances, the es​​teem of the CPB, imi​tation, con​for​mism and id​le​ness are explanatory factors, which appear to be as relevant as and perhaps even more re​le​vant than ra​​tio​​nal con​​vic​tions, and which could also shed some light on the do​mi​nance of li​​be​​ral reform para​digms or other ca​​ses of ide​ational dominance.
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Introduction
Wage restraint, i.e. wage growth below productivity growth, is the paradigm in the Dutch po​litical economy. Paradigms, loosely understood in the Kuhnian sense as not scrutinized yet wi​dely shared ideas on the order of things in a certain field, are important features of social and particularly academic life, and the discursive or epistemic communities sharing them can be very influential. Politically relevant paradigms will probably influence policy-making and so​cial developments. This is clearly the case in the socio-economic field that, as a rule, re​flects the dominant strand in economics. Since the 1980s, in most western countries this do​mi​nant strand is neo-classical economics. Neo-classical economics or Keynesianism are very broad orientations with many sub-varieties, however. More limited theories and even single theorems can also become paradigmatic.

An exemplary neo-liberal paradigm is the flexibilization of the labor market. Since neo-li​beralism is dominant again and particularly since the eco​no​mic successes of the US and Bri​​tain in the 1990s one can hear politicians call for and read in news​pa​pers again and again that the continental West-European countries, for improving their employment rate, have to loosen em​ployment protection and to cut welfare benefits – although comparative evidence does not suggest any clear correlation between high protection and welfare levels and low employment. In the Ne​ther​lands, Finland, Sweden, the large German states of Bavaria and Ba​den Würt​tem​berg relatively high le​vel of protection and welfare correspond with high levels of em​ploy​ment and rela​tive​ly low un​employment, while this is not the case in Germany as a whole, Bel​gium (though Flan​ders is do​ing much better than Wallonia), France and Italy. The disregard of such nu​an​ces is typical for paradigmatic theorems.

The paradigmatic theorem in the Dutch political economy, which gained model status in the 1990s, has been – at least until 2003/2004 when GDP started to grow again and the dis​course on wages lost momentum – that wage restraint, by im​pro​​​​ving price com​​pe​​​​titive​ness and the coun​try’s export position, is the key to eco​no​​mic and em​​​ploy​ment growth. To be pre​cise, it was pa​ra​digmatic in the 1950s and, af​ter a period of ide​​​​ological con​test, it became em​braced again by the government in the 1980s and overall pa​ra​​digmatic since the early to mid-1990s when it had become obvious that the country had experienced im​pres​sive em​ploy​ment growth over the previous decade. This the​o​rem is tight​ly con​nec​ted to the CPB, the Cen​​​tral Plan​​ning Bu​reau, a go​vern​ment a​gen​​​​cy that for more than halve a century has been the in​tel​lec​​tual (and ideo​​lo​gi​cal) centre of Dutch so​cio-economic policy-ma​king and the role of which is parti​cu​lar​​ly pro​nounced by its position as ‘neutral’, scientific advisory ex​pert bo​dy in Dutch cor​​po​​ra​tism.
For​mal​ly part of the Ministry of Eco​no​mic Af​fairs the inde​​pen​​dence of the CPB is gran​ted by pro​tocol on organizational and sci​en​ti​​fic contents. Its main task
 is re​gu​lar​​ly to pro​​duce eco​no​​​mic fore​casts and analyses of po​​​li​cy op​tions. The most important re​search do​cu​​​ments it has to deliver are the ‘Cen​tral Economic Plan’ (CEP) each year in spring and the Ma​cro-Eco​no​mic Out​look (MEV) in fall. Both re​ports have be​come corner​stones of Dutch so​cio-economic po​licymaking and of col​​​​lective bar​gai​​ning as well. CPB publications are often front-page news and hall​marks for politicians, capital and labor and private advisory agen​cies.

In terms of Kuhn’s theory of paradigms one could circum​scribe the CPB as the field’s ‘eminent authority’ (1970: 11,81). The epistemic community around the wage re​straint form​u​la (WRF) fur​ther​more consists of politi​ci​ans, representatives of capital and labor, aca​demics o​ut​side the CPB, jour​na​lists and ci​​vil servants in re​le​​vant go​vern​​ment de​part​ments – a com​mu​nity much bigger than one con​sis​ting of policy-makers only.
 The formula has been cri​ti​cized for m​any times for poin​​ting to a beg​​gar-my-neigh​bor policy and for a number of om​is​​sions di​s​c​ussed in the next section. It is cha​​​rac​​te​ris​tic for paradigms, ho​w​e​ver, that dis​tur​bing aspects of re​​a​​lity and critical ques​​​tions are ea​si​ly ig​nored (Kuhn 1970: 5ff). This way, the CPB, po​li​cy-ma​kers and the media time and again repeated the WRF.

We want to analyze the paradigmatic character of the WRF, the epis​te​​mic community that sus​tained it and the intellectual do​mi​​nance of the CPB within this com​mu​ni​ty in the de​cade starting in the early to mid-1990s (we stop our investigation in 2003/04; there​after eco​no​​mic growth returned and the public reference to wage restraint declined somewhat). The main ques​tion is what mecha​nisms and features ren​​​dered this formula so stable while its cen​tral claims ap​pear to be rather weak. We think that not only ratio​nal ar​gu​ment is re​le​vant here, but also me​cha​nisms such as mimicking, adaptation to the majo​ri​ty and id​leness (in the sense of love of ease). Preceding this ana​​lysis the fa​mous Dutch so​​cio-eco​no​​mic ‘mi​​racle’ will brief​ly be discussed, cen​tral con​​cepts examined and the methodo​lo​gi​cally tri​cky cha​racter of ana​lyzing epistemic com​mu​ni​ties – tri​cky be​cause nobody ad​mits to belong to epistemic com​mu​ni​ties and to con​​form to ma​jority opi​nions – will be touched upon. In the final section we ad​dress the do​​mi​nance re​​​la​​tions in​volved in the epistemic community at stake. Empi​ri​cal​ly, the paper is partially based on in​ter​views with poli​ti​cians, trade uni​o​nists, em​ploy​ers’ re​​pre​​sen​​​ta​​​tives, jour​​​​​nalists and ex​perts in​​​side and out​side the CPB con​duc​ted between 2004 and 2006.

Model case Netherlands

During the second half of the 1990s the Netherlands reached model status because of its po​si​tive employment de​ve​lop​ment in the context of a somewhat retrenched but still generous wel​fare system (Table 1). After 1983 the coun​try’s job growth was about the hig​hest in the OECD area and unemployment de​clined to one of the lowest le​vels of all OECD coun​tries. Within one and a half decade it had muted from a country with an em​ployment rate of just over 50 percent to a high em​ployment economy with an employment rate of about 75 percent. Be​cause corporatism is sup​​​posed to have played a crucial role in the Dutch de​velopment the coun​try also serves as mo​del case in the extensive literature on ‘com​petitive cor​poratism’ and ‘new social pacts’. The model image even sur​vived when Dutch performance lost much of its at​​trac​tive shine in the eco​​no​mic downturn after 2002.

Table 1: Employment rates, full-time equivalents (Fte) and standar​​​di​zed un​em​​ploy​ment (SUR) 1983 – 2002 in selec​ted countries in per​centPRIVATE 

             Employment rate  Part-time  Part-time   Fte           Employment rates         SUR

              (persons 15-64 years old)    Women               Age 15-24      Age 55-64

             1983   2003    1983   2003    2003   1980 1999   1990   2003    1990   2003   2003

---------------------------------------------------------------​---------------------------------

Australia    62,1   69,3    17,5   27,9    42,2    58   57    61,1   59,9    41,8   50,1    6,1

Austria      62,9   68,2     8,4   13,6    26,1    60   64    54,9   50,7           28,9    4,3 

Belgium      53,5   59,3     8,0   17,7    33,4    54   53    30,4*  27,1    21,4   28,1    7,9

Denmark      71,8   75,1    23,3   15,8    21,9    66   70    65,0*  59,4    53,6   60,7    5,6

Finland      73,2   67,4     7,7   11,3    15,0               52,2   38,5    42,8   49,9    9,0

France       62,0   63,2     9,6   12,9    22,7    61   56    35,7   30,0    30,7   36,1    9,5

Germany      62,2   64,6    12,6   19,6    36,3    60   59    56,4   42,4    36,8   39,0    9,1 

Ireland      54,0   65,0     6,7   18,8    34,3    52   56    41,4   45,8    38,6   49,3    4,6

Italy        55,0   56,2     4,6   12,0    23,6               29,8   26,0    32,6   30,3    8,4

Japan               68,4           26,0    42,2    62   61    42,2   40,3    62,9   62,1    5,3

Netherlands  52,0   73,6    21,9   34,5    59,6    49   58    54,5   68,4    29,7   44,9    3,7 

Sweden       80,2   74,3    24,8   14,1    20,6    69   66    66,1*  45,1    69,5   69,0    5,6

Switzerland         77,9           25,1    45,8               69,3   63,5    63,1   65,7    4,2

UK           67,0   72,9    18,9   23,3    40,1    62   61    70,1   53,8    49,2   55,5    5,0 

USA          68,0   71,2    18,4   13,2    18,8    60   67    59,8   53,9    54,0   59,9    6,0 

------------------------------------------------------------------------------------------------
Sources: OECD 1997, 2005: Statistical Annex; OECD 2003: 175 (* statistical break after 1990)
In the early 1990s, after years of employment growth, nobody thought about cha​rac​te​ri​sing the Netherlands as a model. A critical view on the eco​no​my pre​vailed, and news​pa​pers (de Volkskrant, De​cem​ber 24, 1991; NRC Han​dels​blad, Novmber 20, 1992) and scho​lars of in​​dustrial re​lations (Van Ruysseveldt and Visser 1996; He​merijck 1995: 186) de​​​scribed Dutch cor​poratism as eroding and ‘weak’. From 1995 to ‘97 the per​cep​tion of Dutch corporatism and the Dutch economy com​​ple​t​e​​​ly changed, however. For it had be​come obvious that em​ploy​ment figures still im​proved while the situation had wor​sened in the sur​​roun​​ding coun​tries. Ab​road, this was ear​lier disco​vered than in the Nether​lands it​self, and in 1996 and ear​ly 1997 many fo​reign newspapers and ma​​ga​zines – e.g. Le Nou​vel Ob​ser​va​teur, Business Week, The Eco​no​mist, Le Monde, Die Zeit, Wirt​schafts​wo​che – star​ted to praise the Dutch eco​no​my.


A landmark in the subsequent discussion was Vis​ser and Hemerijck's A Dutch Miracle publi​shed in late 1997. They identified a cor​po​ra​tist con​sen​​​sus of unions and em​ploy​ers on wage restraint as the basis of employ​ment growth and de​scribed the unions’ at​ti​tude toward wa​ges as a result of so​ci​al lear​ning: According to Visser and He​me​rijck, this lear​ning found its first ex​​pres​sion in the now fa​mous Wassenaar Ac​cord of No​​vem​ber 1982 that the authors in​terpreted as an agreement on ex​chan​​ging wage re​straint for jobs. In this in​ter​pre​tation ‘Wasse​naar has be​come to Dutch in​dus​tri​​al rela​tions of the past fifteen years what Saltsjösbaden (1938) was for Swe​dish labor rela​tions in the 1950s and 1960s’ (p. 81).

In the international discipline of Comparative Political Economy the book of Vis​​ser and He​merijck fell on fertile soil. Its main messages were repeated time and again. Particularly im​por​tant was Fritz Scharpf (2000: 61) who identified as ‘the essence of the Dutch miracle’ that unions and em​ployers were able to ‘shifting from competitive to co​operative “in​ter​ac​tion o​ri​​en​​tations” (…) that al​lowed them to conclude the bipartite “Ac​cord of Was​se​naar” in No​vem​ber of 1982’. Their ‘agree​ment in principle on a policy of wage restraint’ (…) was ‘of grea​test im​​me​diate importance’.
The ‘Dutch model’ gathered a pro​mi​nent place in the discussion on the ‘third way’ of which it became con​si​dered the ‘Mecca’ where high growth and em​ploy​​ment rates did not in​volve high poverty and inequality (Levy 1999: 243). The Wassenaar Agree​ment was pre​sen​ted as the ex​em​plary case in the discussion on ‘new social pacts’ (e.g. Levy 1999; Hassel and Eb​bing​haus 2000; Pochet and Fajertag 2000; Rhodes 2001) that identified wage pacts in tradi​tio​nal​ly cor​po​ratist countries such as Austria, Denmark and Switzerland, but al​​​so in Fin​land, Ire​land, Italy and Portugal as the basis of GDP and employment growth. At the basis of the dis​cus​sion was the con​​vic​​​tion that reducing wage costs is a key for im​pro​ving competitiveness: ‘Wage re​straint is part of a supply side policy of employment and eco​no​mic growth by restoring com​pe​titiveness and sound public finances’ (Hassel and Ebbinghaus 2000: 4). 

In the meantime critical researchers put forward that the wage restraint formula the Dutch miracle is supposed to be based upon is empirically unsustainable. The WRF establishes, near​ly literally in the words of the former director of the CPB (NRC Han​dels​blad, 26 No​​vem​ber 1999), the fol​lowing causal chain:

Wage restraint triggers exports, which raise profits on the base of which in​vest​ment and sub​se​quently GDP and employment will increase.
This causal chain is weak, however. In the critical period up to the mid-1990s wages indeed grew only moderate (see Table 2) or not at all in some years while profits rose. However:

· The share of Dutch exports in world exports decreased in the eleven years after Was​se​naar from 3,9 to 3,6 percent. 

· This was, as the figures of Scharpf and Schmidt (2000: 371) show, not a general wes​tern trend. Bri​tish export shares also decreased, but, to mention a few examples, Aus​tri​an, Da​nish, German, Swedish and Swiss ones increased while wages in these coun​tries have not at all or at least not more been restrained than in the Ne​ther​lands.

· Export growth of domestically produced goods has, in relative terms, even more de​creased since the mid-1980s while total exports where increasingly based on re-ex​ports (Kusters and Verbruggen 2001: 36ff).

· The average rate of do​mes​tic in​vest​ment did not grow after 1985 and it has not been par​​​​​ti​cu​larly high by international stan​dards. From 1980 to 1997 it was swinging bet​ween 18 and 21 per cent, then it fell below that level (Kool et al 1998: 319; cf. Scharpf and Schmidt 2000: 368 and Salverda 2005: 49).

· Generally, the comparative perspective shows that wage restraint does not guarantee (increasing) eco​nomic and em​ployment growth. The cases of Germany and Italy are good examp​les for wage restraint without employment growth, Britain and Spain for the reverse con​stel​la​tion (cf. Becker and Schwartz 2005: 234).

PRIVATE 

	Table 2: Real GDP, private consumption; labor productivity, labor costs and ex​port shares; annual changes in the 1980s and ‘90s in per​cent



	
	GDP growth
	Pri. Con- sum​ption
	Productivity

(GDP/hour)
	Real wages
	Real unit labor costs
	   Export

   shares  

                  

	
	84-94    96-00
	 96-00
	80-90       90-02
	96-00
	91-95        96-00
	1983         1994

	Australia
	3,1
	4,1
	
	1,3
	2,2
	
	
	
	1,1
	  1,1

	Austria
	2,6
	2,6
	2,7
	
	
	0,7
	-0,1
	-1,0
	0,9
	  1,0

	Belgium     
	
	2,7
	2,3
	2,1
	1,7
	0,5
	 0,2
	-0,6
	2,9
	  3,3

	Denmark
	2,9
	2,7
	1,3
	1,7
	1,8
	1,3
	-1,1
	-0,1
	0,9
	  1,0

	Finland
	
	4,7
	3,6
	2,8
	2,7
	0,8
	-2,1
	-1,1
	0,7
	  0,7

	France
	2,1
	2,8
	2,1
	2,9
	2,0
	1,1
	-0,6
	-0,3
	5,1
	  5,7

	Germany
	2,8
	1,8
	1,8
	2,0
	2,5
	0,0
	-0,1
	-0,4
	9,6
	10,4

	Ireland
	
	9,8
	7,7
	3,8
	4,7
	1,8
	-1,3
	-2,7
	0,5
	  0,7

	Italy
	2,0
	1,9
	2,6
	2,1
	1,7
	0,1
	-1,7
	-1,1
	4,1
	  4,6

	Japan
	
	1,4
	0,9
	3,5
	2,4
	0,4
	 0,3
	-0,4
	8,4
	  9,0

	Netherlands
	2,7
	3,5
	4,0
	1,9
	1,2
	0,9
	 0,0
	-0,2
	3,9
	  3,6

	Sweden
	1,2
	3,0
	3,2
	1,2
	2,0
	3,2
	-0,2
	 0,9
	1,5
	  1,5

	Switzerland
	1,7
	1,8
	
	1,0
	0,4
	
	
	
	1,5
	  1,7

	UK
	2,3
	2,9
	4,0
	1,9
	2,2
	2,4
	-1,1
	 0,5
	5,5
	  5,2

	US
	2,5
	4,1
	4,2
	1,2
	1,6
	2,0
	-0,4
	 0,1
	12,1
	12,4

	Sources: OECD 1999:16; OECD 2002a; OECD 2004; European Commission 2003: 113ff; Scharpf and Schmidt 2000: 371.


There have been more criticisms of the wage-centered explanation of Dutch economic deve​lop​ment, particularly that the employment miracle is less miraculous when the large number of tiny part-time jobs as well as of hidden unemployed in the disability scheme is taken into consideration and that wage restraint has hampered productivity growth. It is, however, nei​ther our intention to discuss this development nor to present an alternative explanation (an im​por​tant element of which would be the would be the rise of house price bubble-induced con​su​mer spending in the 1990s; cf. Becker 2005). For our aim the remarks just presented are suf​ficient because they show the weakness of the WRF. Its paradigmatic character and the episte​mic community sustaining it is our subject here. To start with we devote som space to the con​cepts of paradigm and epistemic community.

Paradigms and epistemic communities

Often paradigms are defined as entities with some depth and coherence in​clu​ding world​views and normative frameworks (Hall 1993: 279; Campbell 1998: 385; Surel 2000: 497f). This de​fi​nition is pos​si​ble, but we prefer a looser one: Paradigms are, for whatever mo​tive, wide​ly shared, do​mi​nant ide​as and ways of thin​king that are re​la​tive​ly im​mune against cri​​​t​i​cisms. ‘So long as something (...) is believed by a large enough group of people, then, be​cause they be​lieve it, it becomes true’, Blyth (2002: VIIf) writes with respect to eco​no​mic pa​ra​​digms. A deep core is not strictly required.

Epistemic communities are also often defined as featuring analytical depth and co​he​rence. In Haas’ (1992: 3) clas​sic list of shared aspects defining such a community contains a set of normative and principled beliefs, causal be​liefs de​rived from a​na​​lysis and notions of in​ter-subjectively de​fined criteria for va​lida​ting knowledge. Rival concepts with a similar con​tent are Sabatier’s (1988) ‘advo​ca​​cy coalitions’ based on shared ‘deep core beliefs’ and, rela​ted, ‘policy core beliefs’ (cf. Sabatier and Weible 2007: 194ff) as well as Hajer’s (1995) ‘dis​course coalitions’ getting coherence by shared rules and norms. Nothing is principally wrong with these de​fi​​nitions. Some epistemic communities or ad​vo​ca​cy/dis​course co​​alitions might in​​deed be based on prin​cip​le, deep core and ‘core policy beliefs’, analytical ra​tio​na​li​ty and per​​​​haps the​y are coherent. There is no reason, however, to assume these characteristics to be ne​​ces​sa​ry, and there is also no reason to assume that some ‘coordination’ (Sabatier and Weib​le 2007: 196f) is gene​ral​ly involved. This might be different in the case of advocacy coalitions in go​vern​mental policy-making processes. Such policy-making is not our main topic here, how​ever, and our communities are broader than such coalitions. 

People can belong to an epistemic com​mu​nity without taking care of core beliefs. Such ‘membership’ re​​qui​res a looser definition of an epis​te​mic com​​mu​ni​ty as a group ad​​he​​ring for whatever rea​sons to a pa​ra​digm. Deeply shared va​lues might be important in ma​ny of these communities, but fads and in​terest-re​lated fea​​​tures such as idleness, op​por​tunism and mi​micking/imitation might be of con​si​​​​de​rable relevance as well. These and related fea​tures such as cascading have a central place in the policy analyses of Frank Baumgartner and Bry​an Jones (e.g. in Baumgartner and Jones 2002; see also Dudley and Richardson 1996 and Bik​h​chandani et al. 1998). Connected to these features are socia​li​zation pro​cesses within or​ga​​ni​zations, pro​ces​ses of, in academic Economics, gro​​wing into ‘normal sci​ence’ with​out ques​​​tio​ning it and adhe​ring to ‘emi​nent au​tho​​ri​ties’. And for some people adhering to pa​ra​digms might give them a sense of belonging to a group with the right ideas. This looser de​fi​ni​tion of an epistemic community is particularly appropriate to our subject because the com​mu​nity we present is based upon a paradigm that is repeatedly criticized for its weak em​pi​ri​cal basis.

Studying imita​tion, idleness and opportunism in the reproduc​tion of the Dutch wage re​​straint para​digm is a tricky task. We cannot ex​pect interviewees reporting that they have been idle, simply ad​he​ring to authorities and the like. The section on the WRF as explanation of the ‘employment mi​racle’ largely was a data-based falsification, but now we have to move to in​ter​pre​tation as the means to iden​ti​fy cau​​sal factors and relations. Mimicking, ad​he​rence to autho​ri​ties and idleness are not ‘visible’ and cannot directly be perceived therefore. We can​not prove their explanatory relevance, but have to make plausible that they are involved at the mi​​cro-level of the epis​te​mic com​mu​nities sustaining the WRF paradigm.

What we need is the ‘thick description’ (Geertz 1970: 3-30) of the adhe​rents’ rou​tine-like repetitions of the WRF and the identification of the motives be​hind by in​ter​pretive in​​fe​rence (George and Bennett 2005: 6, call this ‘process tracing’). Its basic assump​tion is that fea​​tures as idleness are in​​gre​dients of eve​ry​​​day life, and that science, po​licy-ma​king and jour​na​lism are not ra​​di​cal​ly dif​​ferent in this respect. Gi​ven this one can ten​ta​tive​ly infer from the de​s​​crip​tion that mimicking, conformism and idleness – all or one of these fac​​tors – are pro​mi​​nent​​ly in​volved when​​ever empirically weak the​orems are voluntarily re​​pea​ted by people who can be ex​pected ea​​si​ly to be able to acquire the critical in​for​ma​tion or whenever practices have become common on the negative consequences of which everybody agrees. An example of the first case is the already mentioned liberal claim that rendering labor markets flexible ge​nerally enhances employment; an example of the second case is the practice of unspecified re​​fe​ren​ces that has be​come do​​mi​nant in most so​cial sciences in the past decades. Every scho​lar knows that unspecified re​ferences regularly violate scientific principles of precision and con​trollability of sources and statements, but nonetheless it has become the dominant prac​tice.

In subsequent sections we will illustrate the paradigmatic character of the WRF and the existence of an epistemic community sustaining it. Our methodo​lo​gi​cal devices are:

· Description. The claim of the dominance of the WRF in Dutch socio-economic dis​cour​ses and of the existence of an epistemic community can only rendered credibly by description and logical inference. Even a ‘thick’ de​s​cription remains sketchy, howe​ver. Quoting a similar statement in five newspapers is indicative but never covers all newspapers.

· Concentration on ‘nodal points’, i.e. on moments and periods in politico-economic af​fairs where important events take place such as the annual spring and fall negotiation, in the Netherlands. The relevant moments and peri​ods for our subject are the first half of the 1990s and the annual wage negotiations in 2002/03.

· Context analysis. To make plausible the paradigmatic status of the WRF plau​​sible know​ledge about the contexts it emerged in is essential. The most relevant con​​text is the co-occurrence of wage re​straint and employment growth for many years. Per​haps power re​lations are also relevant here. This will be ana​​lyzed in the final section.

Since the widespread acceptance of the WRF is closely linked to the role of the Cen​tral Plan​ning Bureau and its special positioning in Dutch so​ciety and po​li​tics this agency needs a brief in​tro​duc​tion. The CPB ‘ex​perts’ con​sti​​tute the very heart of the epis​te​mic com​mu​nity at stake here. Their au​tho​​ri​ta​tive status pro​vides part of the ex​pla​na​tion of why the wage restraint pa​ra​​digm is cur​rently so stable.

The CPB as an ‘eminent authority’ in Dutch politics

More or less statist and corpo​ra​tist varieties of capita​lism have economic institutes re​gu​larly advising the government. In Ger​​many this is the Council of Eco​nomic Experts (con​sis​ting of five university or ot​her​wise inde​pen​​​dent research agencies), in Austria the Aus​trian In​sti​tute of Eco​nomic Re​search (WIFO), and the Scandinavian countries have, apart from in​de​pen​dent ad​vi​sory agencies, powerful think thanks within the ministries. No country, how​​e​ver, has an advisory body the influence is com​pa​rab​le to that of the Dutch Central Plan​ning Bu​reau.

The current authority of the CPB is reflected by the ha​bit of the political parties to ask the CPB to check their respec​tive par​ty programs or policy pro​​po​sals for their eco​no​mics ef​fects. ‘CPB-approved’ policy pro​posals are usu​al​ly ta​ken more se​rious. Historically, the pro​mi​nent position of the CPB has evolved over the years since its foundation in 1945/1947. It ori​ginated after WW II from the social de​mo​cratic idea of a planned eco​no​my, but in the con​text of the emerging Cold War and economic re​co​very so​cialist planning ideas as well as lef​tist forces lost influence. So even​tually, the CPB did not be​come a ‘plan​ning in​s​titute’ but an ad​visory agency ser​​​ving as a ‘technical in​stru​ment’ for go​​vern​men​tal poli​cy​-ma​king (Kickert 2002: 134). The pro​minence of the CPB analyses gra​du​ally grew and they became in​crea​sing​ly ac​cep​ted since they were discussed in the Social and Economic Council (SER; with a seat for the director of the CPB) and influenced the ad​vices this tripartite agency gave the go​vern​ment (Wilts 2001: 199).

The establishment as well as current importance of the CPB fit in the long Dutch tra​di​tion of technocratic policymaking with science understood as a site of neutral know​ledge (Van den Boogaard 2000: 300). The CPB is expected to pro​​vide po​li​tically relevant analyses that at the same time are ‘ra​tio​nal sci​en​ti​fic’, moving be​yond any po​litical or ide​o​lo​gical dis​cus​sion (In​ter​view 21, April 8, 2005). The institute developed this image from its ve​ry start when No​bel Price Lau​re​ate (1969) Jan Tin​ber​gen was its first di​rec​tor. During this time, in the 1940s and 1950s, the Nether​lands was po​li​ti​cal​ly highly seg​mented on the base of re​li​gion and de-politicization was one of the rules of the conso​cia​tio​na​list game (Lijp​hart 1968: 135). His institute sui​ted well into this rules (Van den Boo​gaard 2000: 295).
In the successive period of ‘de-pillarization’ and politicization the role of the CPB in economic policy preparation was fre​quently disputed. It was on​ly in the course of the 1980s and particularly in the 1990s, when the spectacular Dutch em​ploy​ment growth be​​came visible and in​ter​na​tio​nal​ly praised, that the CPB re-established its status of ‘emi​​nent au​tho​rity’ the scientific pathos of which was taken for granted. Since then the CPB cal​​culations on eco​no​mi​cally feasible po​li​cies and rea​so​nable wage claims have not only been em​braced by go​vern​ment, employers and academic eco​no​mics, but also by the ma​jority of the me​dia and unions.
 Expert bodies are generally important in corporatist so​cie​ties (Katzenstein 1985: 88) and some​​times their points of view are very influential, but in no other coun​​try an expert body has such a monopoly position in the socio-economic field as the CPB (Den Butter and Morgan 2000: 292). And the esteem of the CPB is exceptional (Klamer 1990:90; Andeweg and Irwin 1993: 223, 232f). Per​haps this is, against the coun​​try’s current image, related to a po​li​ti​co-cultural tradition of elitism and soft au​thori​ta​ria​​nism rea​ching well into the 1960s and be​yond (Lijp​hart 1968: 147-156). 
In a specific sense the CPB is also a player in Dutch corporatism, which recently has moved into the direction of indirect centralization. Collective bargaining takes place in bran​ches and companies, but there is government-in​duced national dis​​​​cussion on wage guide​lines. This discussion is the public policy aspect of wage formation. The CPB has a pivotal role in it. On be​half of the government it defines the ‘space’ for wage growth. In this exercise the CPB is ex​pec​ted im​par​tially to take into con​si​de​ration the points of view of the cor​po​ra​tist parties and to advice ‘ob​​jec​tive​ly’ what is fea​​sib​le and what is not. In the words of a for​​mer unionist and cur​rent So​​​cial Demo​cra​tic MP, the CPB ad​​vises are ‘independent and neu​tral’ (In​ter​view 2: February 16, 2004). Once accepted as ‘emi​​nent authority’ CPB reports provide a neutral ter​rain for negotiations between capital and labor. Also, the CPB is seen as providing a com​mon framework for the par​ties involved in cor​​po​ra​tist bar​gai​ning. According to a NRC Handelsblad journalist ‘CPB estimates are the stan​​dard in The Hague’ (Interview 21: March 21, 2005). The same journalist wrote in an ar​tic​le (NRC Handelsblad, No​vem​ber 1, 2002): 

‘In the “cheese cover” of The Hague, CPB figures are as the Holy Writing, even if out-dated. No discussion possible’.

The CPB and the wage restraint formula: from disputed theorem to acceptance

Wage restraint is a recurrent factor in Dutch socio-economic policy-making. It was central in the postwar period of the 1950s and early 1960. There​af​ter followed a period of Keynesian do​​minance the CPB remained not unaf​fec​ted of, though it did not make a full Keynesian turn. In the 1970s this dominance declined. It was a pe​riod of con​si​der​able breaks, politically, eco​no​​mically as well as in economic science, in the Ne​therlands and else​where. The Bret​ton Woods system came to an end, Japan emerged as a new com​​petitor of the wes​tern countries, oil price hikes hit the advanced economies, and in​fla​​tion, low GDP growth (‘stagflation’) and ri​​​sing unem​ploy​ment became the main to​pics on the socio-po​​li​tical agenda. In most countries, go​​vernments and their advisory agencies ap​peared somewhat help​less in the face of these new challenges. In the Netherlands this was not different. The CPB admitted to have difficulties to ex​​plain ri​sing un​em​ploy​ment while pro​​​​​duction output still increased (Donders and Graafland 1998: 344). Fitting into the move of much of academic economics to​wards neo-classic theory in the mid-1970s, the CPB started to re-em​pha​size labor costs – at the same time that the go​vern​ment went back to the 1950s policy of statutory wage measures (Van Bottenburg 1995: 165).

In an influential CPB Occasional Paper eco​no​mists Den Har​tog and Tjan (1974: 23) explained the destruction of jobs by high labor costs and concluded that for raising em​ploy​ment ‘considerable re​straint of real wage costs for se​ve​ral years’ was required. Their conclu​sions became the new CPB orthodoxy and formed the ba​sis of the wage-centered supply-side VINTAF model (combining VIN​Ta​ges and Afzet, the Dutch word for sales) integrating the va​riables of wage costs, price com​pe​ti​tive​ness, im​port/ex​port, consumption levels and price forma​tion. For more than twen​​​ty years VIN​TAF has been used to demonstrate the ef​fects of wage in​crea​​ses on the Dutch com​pe​ti​tive​ness and domestic employment. In 1997 it was re​placed by the JADE (‘Joint Analysis of Dynamics and Equi​libri​um’), which was not fun​da​men​tally different, however (In​ter​view 25: June 2, 2005; cf. the overview of CPB mo​dels in Don and Ver​bruggen 2006). Both models directly connect wage restraint to em​ploy​ment growth by im​proved competitiveness.

 The continuity in CPB model-building over the past decades stems from its adherence to mainstream supply-side economic – emphasizing absolute wage costs and understanding com​petitiveness in terms of price competitiveness is a specific variety of supply-side economics – and the active socialization of new employees who are trained in CPB-models. There some space for individual research at the CPB, but employees are se​lected for CPB tasks and trained in the institute’s tradition (Van den Boo​​gaard 2002: 12) and Eco​​no​mics graduates who fun​da​men​tal​ly want to criticize the CPB models will probably not ap​ply for va​cancies.

It took two decades, however, before the CPB models and the WRF be​came more or less ge​ne​ral​ly accepted or, in the words of CPB economist Verbrug​gen, before they be​came ‘deep​ly nest​led into the heads of policy makers, politicians and eco​no​mists’ (De Volks​krant, Sep​tem​ber 15, 2004). In the 1970s and 1980s this was not the case. The unions’ orientation was still Keynesian and they did not inter​pret the 1982 Was​se​naar Agreement as a consensus on unconditional wage re​​straint. Their recipe for figh​ting un​em​ploy​ment was not wage re​straint, but re​dis​tri​​bution of work; ‘Wassenaar’ was to ex​​change wage re​straint a​​gainst labor time reduction (Becker 2001: 461ff). There was also no con​​sensus of the rele​vant go​vern​ment de​​​part​ments. The Ministry of Economic Affairs ad​hered to neo-clas​sic eco​no​mics while the Mi​​​nis​try of Social Af​fairs preferred Keynesian po​li​cy strategies (Donders and Graafland 1998: 347). When the Central Eco​nomic Com​mission of high ranked ci​vil servants from the Eco​no​mic and Finan​cial government department em​braced the VINTAF model this resulted in a hea​ted dis​cus​​sion amongst eco​no​mists in Economisch-Sta​​tis​ti​sche Be​rich​ten (a leading Dutch Economics journal), which was initiated by the eco​no​mists Driehuis and Van der Zwan (1977: 782) in a critical piece on the way Dutch eco​​​no​mic policy is ‘pre​pared’ by the CPB. Generally, a number of eco​no​​mists (e.g. Van Ewijk and De Klerk 1980, pieces of Brenner, e.g. 1982, in the weekly Intermediair), po​li​ti​cians and trade unionist did not agree on the ne​ces​​si​ty and ap​pro​​pri​ate​​​ness of a wage restraint policy. Vigorous dis​cussion continued until the mid-1980s.

At that time the government adhered to the WRF, but it was not yet fully pa​ra​dig​ma​tic and the epis​te​mic community around it was much smaller than a decade later. The alter​na​​​tives and cri​ti​cisms gradually lost in​fluence, how​​ever, and in 1986 the lef​tist weekly De Groe​ne Am​ster​dam​​mer wrote (January 26, 1986: 11f) that critical eco​​nomic thinking had largely gone in​to ‘hiberna​tion’. This process went to​ge​ther with electoral shifts to​wards con​ser​va​tive and liberal par​ties in those years and a decline of union power (Van Zweden 1986). Sociologist Van Doorn even titled one of his co​lumns in NRC Han​​​​dels​​blad (Au​​gust 23, 1986) ‘The end of the labor move​​ment’ and a year later FNV eco​no​​mist P.Vos classified his union ‘a dy​​​ing di​​no​sau​rian’ (C.Vos 1990: 62). Membership loss made the uni​ons’ bar​gai​​​ning po​si​tion deteriorate. Af​ter the ci​​​vil ser​​vice wor​kers had lost a long wage battle in 1983, they acquiesced and con​fined them​selves to complain a​bout de​​​ve​​lop​ments they dis​a​greed with. This was also facilitated by the con​sensual rules of the game in Dutch corporatism. For the un​ions’ acceptance as bar​gai​ning partner they need to formulate ‘reasonable’ wage demands that have to be in the common in​​ter​est. And this was increasingly defined by the experts of the CPB (Becker 2001: 477).

The situation began to change in the first half of the 1990s when em​ploy​ment growth in the Ne​ther​lands appeared to have been hi​​gher than in other European countries in the years since 1983. In 1991, the IMF warned the Netherlands should not try to im​prove its com​pe​ti​tive​ness by wage restraint (NRC Han​dels​​blad, February 26, 1991), but in its 1992 Ma​cro-Economic Outlook the CPB started to link the positive employment de​ve​lop​ment to the wage re​straint since Was​se​naar (CPB 1992: 82-87). Chris​tian Democrats and Liberals ad​hered to this nexus. Increasingly, his was also true for the So​cial De​mocrats who in 1989 had became the junior party in the Chris​tian De​mo​​cra​​tic led govern​ment of Prime Mi​nister Lub​bers. This fa​cili​ta​ted the uni​ons’ ac​​​cep​tance of the WRF and they started to share in the cre​a​tion of the Was​senaar myth (cf. FNV 1991: 7). The nation-wide epis​te​mic community took shape, al​though some dis​cussion amongst eco​nomists and a few poli​ticians went on (cf. NRC Han​dels​blad, Fe​bru​a​ry 4, 1991; NRC Han​delsblad, April 23, 1993 and various is​sues of the 1993 Eco​nomisch-Sta​tis​ti​sche Be​richten).

The WRF became definitely established in Dutch socio-economic thin​king in the mid-1990s when foreign media discovered the Dutch employ​ment per​formance and discussed it in terms of ‘miracle’ and ‘model’. Based on this in​ternational fame ‘mo​del con​s​ciousness’ de​veloped in the Netherlands – and the unions participated in its dissemi​na​tion (FNV 1997: 2; 1998: 2; 1999: 5). Visser and Hemerijck’s A Dutch ‘Miracle’ (1997) then es​​tab​lished a dis​cur​sive repertoire for the discussion of the ‘Dutch mo​del’ and increased its in​​ter​na​tio​nal fame.

The CPB, the government and the epistemic community on wage restraint
In the mid-1990s, we interpret, mimicking, idleness and conformism became relevant. For a de​cade or so there had been the concurr​ence of wage restraint and GDP and em​ploy​ment growth: wasn’t the causal nexus obvious?  When the facts seem to be so plain, is it not enough then to re​ly on on​ly one or two easily ac​ces​sible sources put​ting the ends together – CPB statements and Vis​ser/Hemerijck’s book? For a large group of economists, political econo​mists and po​li​ti​cians – na​tio​nal​ly and internationally – this ap​peared to be sufficient and a largely un​ques​tioned ‘sto​ry line’ (Hajer 1995: 56f) became established.

Perhaps per​so​nal networks that exist in the small Dutch world of socioeconomic po​li​cy-making and ad​vi​so​ry work facilitated the emergence of an epistemic community on the WRF. The high-ranked civil servants from the ministries of Financial and Economic Af​fairs be​​ing part of the Central Economic Commission, the CPB economists, the staff of the So​cio-Eco​​nomic Council, relevant parliamentarians and many political journa​lists all operate on a square-mile in the city-center of The Hague and frequently have informal and official meetings. A parliamentarian remarked (interview 4): ‘I could tell my story on a study day or whatsoever, every two or three weeks, if I would want to (…). It is a very closed and small world, you see the same people every time’. Answering the question how tight these networks have been and how important for the emer​gence and maintenance of the WRF would require a separate inves​ti​gation, howe​ver.

In 2001 the Dutch economy, as many other economies, went into a period of stag​na​tion. Ac​​cor​ding to the common wisdom of the networks re​le​vant for wage formation and the media this de​te​ri​o​ra​tion has been the result of wage increases du​​ring the years up to the end of the mil​​lennium. So the hymn on wage restraint started im​me​di​​ately after the slow​down be​came evident in early 2001, e.g. by the Minister of Social Af​​fairs (Fi​nan​ci​eel Dagblad, March 23, 2001 and de Volkskrant, June 13, 2001: front page), the pre​sident of the national bank (NRC Han​dels​​blad, May 16, 2001) and the Minister of Economic Affairs (ra​dio broad​cast Met het oog op mor​gen, June 16, 2001). Wage restraint, the latter said, had become more im​​por​​tant than ever because other countries had copied this ‘trick’.

The WRF is most heard every year in spring and fall at the time of the parliamentary ‘ma​croeconomic con​si​​​dera​tions’. This is also the time that capital and labor negotiate col​lec​tive agree​ments and that the CPB re​leases its Ma​cro​e​co​no​​​mic Explorations (MEV). The Ministry of Economic Affairs always authors the pre​face of these MEVs. In all the years un​der consideration here the ministry stressed, in accordance to the main text, the importance of wage restraint. In 1994 it launched an ‘urgent appeal’ to the social partners not to raise wa​ges (p. 7), in 1997 it praised past wage restraint as a basis of the healthy economy (p. 7) and in 2000 (p. 9) and sub​se​quent years it qualified rising labor costs as danger for Dutch com​pe​ti​tive​ness. Largely identical mes​​​​sages that also rely on CPB theories and data come from the al​most simultaneously pu​blished ‘Mil​lions Note’ (officially: ‘Note on the State of the Realms Fi​​nances’) by the Mi​nis​try of Finan​cial Affairs. Add the sum​ma​ries of the Millions Note that are published by the Fi​nance Mi​nis​try and other agen​cies as well as the Growth Letters and annual Social Note by re​spec​tively the Ministry of Economic Affairs and the Ministry of So​cial Af​fairs plus the numerous ad hoc publications of these ministries with similar mes​sages time and again, and one gets an im​pres​sion of the density of the governments’ efforts to in​flu​ence wage bargaining. Col​lec​tive wage bar​gai​​ning in the Netherlands currently takes main​ly place at the sec​​to​r le​vel, but in​direct cen​tralism by CPB-based state involvement in de​ter​mi​ning wage guide​​lines is a salient aspect of the bargaining process and generally of Dutc​h cor​po​ra​tism.

The two agreements the peak organizations of capital and labor concluded in 2002 and 2003 are illustrative of this indirect cen​​tra​lism. Both a​gree​ments have widely been appre​cia​ted and considered ‘his​to​ri​cal’ be​cause for the first time since the early 1980s they precisely de​​fined the margin for wage in​creases (SvdA 2003: 4): only in​flation com​pensation in 2003 and no wage growth at all in 2004 and 2005.

For the unions these were not easy agreements. After the economy had fallen in​to stag​​​nation and after the Social Democrats had left government in 2002 the unions be​came some​what ambi​va​lent. On the one hand they argued for de​​mand stimulation and re​spon​ded po​​si​tive​ly to their members asking for compensation at the wage front for strong​ly rising health care and pension contributions. Consequently, they calculated a space of 3,5 percent for maxi​mum wage growth – a demand the Finance Minister called ‘a-social’ (Fi​nancieel Dag​​​blad, November 19, 2002). On the other hand they never principally ques​tioned the ne​ces​​si​ty of wage restraint for securing high em​ploy​​ment in the longer term. Ba​si​cal​ly they agreed or acquiesced – it is difficult to detect – that a ‘painful bend’ in wage deve​lop​​ment was un​a​voidable; even if some sectors still performed quite well and other sectors are not labor-in​ten​sive (FNV 2003: 6; 2004: 14; Interview 2: February 16, 2004; In​terview 11: March 16, 2004). Referring to re​qui​re​ments of global competition a functionary of the FNV ex​pressed the dominant view of the unions in NRC Handelsblad (October 10, 2003): ‘Protracted wage re​straint, which does not mean “line zero”, is unavoidable for the trade union movement’. 
By and large the political and public dis​cus​sion on the deterioration of the Dutch econo​my was consensual. An aspect probably en​hancing the attractiveness of the WRF in the po​li​​ti​​cal arena is its simplicity. Simple and straight​forward poli​cy proposals prosper bet​ter in politics than complex proposals requiring ex​tensive and dif​fi​cult policy coordination and efforts (cf. Baumgartner and Jones 2002: 14f). As pointed out by various inter​vie​wees, wage re​straint is in​deed perceived as a ‘simple’ solution, while achieving pro​duc​ti​vi​ty in​creases is more dif​fi​​cult (cf. Interview 1: March 17, 2004; In​ter​view 2: Fe​​bru​ary 16, 2004). The sim​pli​ci​ty of the WRF has pro​bab​ly also been a factor fa​cilitating its ra​​pid re​ception by the Dutch me​dia.

The media have been an im​portant player in rendering the WRF paradigmatic. Fitting into the tradition of conformism (Daalder 1974: 33) they regularly only repeat in simple terms what the CPB and state representatives say. Take for example NRC Han​​dels​blad (November 28, 2002), De Telegraaf (November 5, 8 and 12), Financieel Dag​blad (November 5) and Trouw (No​vem​ber 8) during the fall con​si​de​ra​tions of 2002 (No​vem​ber 29): All announced that wage restraint will enhance competitiveness, investment and employment. Or take de Volkskrant sim​ply stating in its edi​to​rial of No​vember 30 (2002: 9): ‘Wage re​straint is good for em​​ploy​ment’ (see also e.g. Algemeen Dagblad, No​vem​ber 8; De Telegraaf, November 23 and 29; Dag​blad Tubantia/Twentsche Courant, November 29; Leeuwarder Courant, Novem​ber 29; NRC Handelsblad, November 29 and December 5; Financieel Dag​blad, December 6). What else than re​petition and imitation is this? And of course, the Wassenaar Agreement of 1982 is re​gu​lar​ly con​jured (Algemeen Dagblad, No​vem​ber 8, 2002; Trouw, November 8, 2002). No​bo​​dy in pu​blic discussion seems to ques​tion the sup​po​sed wage-competitive​ness-growth-em​ploy​​ment ne​​​xus.
A year later a similar exercise took place. The agreement on freezing wages in 2004 and (as intention) 2005 was signed on October 14. The Dutch press agency ANP directly (Oc​to​ber 14) announced that this is good for employment because it lowers costs and improves com​petitiveness. Similar com​ments on the accord were published by, to present a selection, NRC Handelsblad, October 13, 15 and 16; de Volks​krant, October 14 and 15; Dagblad Tu​ban​tia/Twentse Courant, October 14 and 16; Brabants Dag​blad, October 14 and 16; Finan​ci​eel Dagblad, October 15; BN de Stem, October 15 and Rotterdams Dagblad, October 15. As example of WRF story line reproduced in the newspaper comments we want to cite the Haag​se Courant of November 5, 2003:

‘The drastic wage restraint in 2004 and 2005 (…) is necessary. It gives the Dutch economy, a straggler in the European Union, breathing space. Companies will see their costs increasing less, and their com​pe​ti​tive​ness will im​prove. The re​sulting growth of exports will engender economic and employ​ment growth and reduce the number of unemployed’ (cf Het Parool, No​vem​ber 4).

It seems that entire country acts as one chorus – even without taking into consideration the si​mi​lar comments from the audio-visual media. Media uncritically reproducing the CPB’s and the government’s point of view take part in the construction of a specific nor​mality where wage restraint becomes a sort of natural necessity. When po​li​ti​cians, em​ploy​ers, scientists and jour​na​lists, tell the same story it really be​comes dif​fi​cult to think critically – particularly when this epis​temic community considers cri​ti​cal minds as intruders.
One of the few prominent critics of the WRF involved in politics has been economist Eduard Bomhoff. His criticism is mainly di​​rec​ted at the reduction of com​pe​ti​tive​ness to price com​peti​tive​ness and he accuses the CPB of not ta​king into con​si​de​ra​tion various ‘qualitative in​​​di​ca​tors’ (NRC Han​delsblad, November 1, 2001). As Minister of Public Health in the first cen​​​​ter-right Bal​ken​ende cabinet (represen​ting the rightist ‘List Pim For​tuin’) in 2002 he even wrote an of​​ficial let​ter to the di​​rec​tor of the CPB in which he asked him to res​pond to, among other things, the fact that ‘cost as​pects play an almost ex​clusive role in ana​ly​​zing Dutch com​pe​titiveness’ (Ministerie van Volks​​ge​​zond​heid, Welzijn en Sport, September 10, 2002). One of the politicians we interviewed, a social-liberal MP (Interview 1: March 17, 2004), also took a cri​tical stance toward the beggar-thy neighbor attitude of the WRF. However, it was on​​ly af​ter an in​ter​na​tional re​view com​mit​tee advised the CPB to enrich its models with more va​​​ri​ab​les and to give special attention to productivity growth (CPB Review Committee 2003) that it se​ri​ously star​​​ted to think about this aspect (Hui​zin​ga and Broer 2004) and that, in the sub​se​quent year (2004), some dis​cussion on the WRF took place in the weekly Eco​​no​mi​sche Sta​tis​ti​sche Be​richten. 

Wage restraint paradigm, sustaining epistemic community, dominance and conclusion
The last question we want to touch is how far the WRF and its epistemic community ex​pres​ses po​wer and dominance relations, and what the connection is between these re​la​tions and the in​ter​ests of the main players, capital and labor. Before, let’s summarize the ar​gu​ment of the preceding sections.


The WRF got its paradigmatic character for government, employers, unions, re​​​levant uni​versity departments and the media in the early to mid-1990s be​cause of:

· The Dutch tradition of wage restraint since the 1950s.

· The CPB that, as ‘eminent authority’, put forward wage restraint as the re​ci​pe curing unemployment (though contested until the mid-1980s).

· The dominance of supply-side economics in most western countries and the adherence of the Dutch government and employers – de​fi​nitely with the ‘center-right government in 1982 – to this strand.

· The deterioration of union bargaining power by high unemployment, decreasing mem​bership and the decline of Keynesianism.

· The concurrence of, for more than a decade after 1983, wage restraint and em​​​​ploy​ment growth that was easy to interpret as a causal nexus.

· The international recognition of the Dutch employment development and the praise by foreign media of the corporatist consensus on wage restraint.

· The development of a story line linking the WRF and its supposed success to a cor​po​ra​tist consensus (‘Wassenaar 1982’) fostered by the CPB, foreign media and Visser and Hemerijck’s book (1997) on the Dutch ‘miracle’.

Subsequently the WRF became sus​tained by:

· The continuation of the Dutch economic success story until the early 2000s.

· Its simplicity and, at first sight, plausibility.

· The authority of the CPB that definitely became established in the 1990s.

· Its reception and repetition in international Economic and Political Economy journals.

· Its adoption by almost all economic journalists and commentators in the Netherlands leading to the formation of a very broad epistemic community.

· The mutual influence of media, politics, academic economists, capital, and at long last, labor. Once established and supported by posi​tive economic deve​lop​​ment pa​radig​ma​tic ideas and practices can bring about self-propelling forces.

· Mechanisms of socialization – particularly in academia, government departments, the me​dia and the CPB itself –, imitation, idleness and conformism.

The declining bargaining power of the unions and, connected with this, the rules of the game in Dutch corporatism seem to have been important for their ac​quie​​scence to the wage re​straint formula in the second half of the 1980s. Have power and dominance relations, how​e​ver, also rendered the WRF paradigmatic in policy and media circles? Do they explain the re​pro​​duction of this paradigm and the epistemic community sustaining it? Following the cla​s​​​si​c definition of Max Weber (1972: 28) power is the (relative) capacity of actors to car​​ry through their will or interests against the resistance of other actors. It depends on re​sour​​ces such as mo​ney, net​works, dependency and organization. Domination in the sense of ‘A do​mi​nates over B’ (ibid. 514ff) can be understood as a fixed power structure as it is found in co​lo​ni​al rule and ge​ne​ral​ly in authority structures. Dominance is different from this, is re​la​ted to ideas, ideologies and culture, and has the form: ‘A is the dominant one out of A, B, C ... N’. Ri​vals to the do​mi​​​nant view or practice might still exist, but are less ac​​cep​ted.

A paradigm is dominant, it is ‘normal science’; in this sense it is synonymous with do​mi​​nance within academia. In our case, the paradigmatic character and domi​nance of the WRF has been considerably broader and covering a large epistemic community. In such a situation the paradigm becomes an ‘authoritative narrative’ or idea (Hajer 1995: 46) and is regularly ac​companied by a typical behavior of its adherents to​wards those with different ideas. Col​lea​gues asking critical questions in the pe​riod from about 1997 to 2003 had a good chance of re​ceiving only a com​pas​sio​nate smile instead of an answer. This behavior generally tends to ac​company strong paradigms (Kuhn 1970: 5ff).

The dominance of a theory emerges out of choice, conflict, learning and accidental cir​cum​​stan​ces. Is it also made and sustained by powerful interests? Interests and preferences are in​volved in dominance; in the WRF case it is those of individuals who, at the micro-le​vel, are in​terested in their jobs and careers or their ack​now​ledge​ment by a group as well as those, at the macro-level, of capital and labor who are interested in their collective advantages. It is the relation of this latter type of interests to the dominance of the WRF we will finally discuss.

Interests are not plainly given. Ideas and ideologies are relatively au​tonomous and con​stitutive in the formation of interests (cf. Hall 1997) though the latter cannot be reduced to ‘social constructs open to redefinition through ide​ological con​testa​tion’ (Blyth 2002: 270f). It is not an accident that capital in Dutch socio-economic his​to​ry of the past decades has almost al​ways supported the WRF while labor only he​sitantly submitted to this strategy (and in other pe​riods and other countries unequivocally re​jected it). Class reductionism has to be rejected and a constructive component accepted, but there seems to exist some connection bet​​ween the so​cio-economic position of the main economic players and their interests. A way of expres​sing this connection is to conceptualize the positions of labor and capital as articu​la​tion bases for interest formation (Becker 1989: 78ff). It is plausible to link the basic interests in profits versus wages di​rect​ly to these bases, but there is no good argument for linking these funda​men​tal interests un​​​e​​​qui​vo​​cally to specific policy orientations. An apparently best way to raise pro​​fits does not exist, there might be differences between short-term and long-term interests, and bran​ches have specific ar​​ticulation bases. Labor is in a si​mi​lar situation: state wor​kers’ in​ter​​ests might be dif​fe​rent from those of mass production indus​try workers, which, in their turn, are dif​ferent from those of high quality production or service workers. And so on.

Once their interests have been established, does capital or labor have the power to bring about nation-wide epistemic communities? Did Dutch capital establish the dominance of the WRF and the epis​temic community sustaining it? Dutch capital supported the WRF, but there is no evidence and, more important, no logical support that the emergence of the WRF epistemic community resulted from the powerful action of ca​pi​tal. The refuting argument in this case is that in a pluralist society nobody has the po​wer resources to make large groups of people ef​fec​tively ac​cept a cer​tain view when they think it is wrong. In the absence of a po​wer​ful actor commanding the required resources dominance, as dif​fe​rent from po​wer, is a phe​​nome​non that is not nar​​rowly con​trolled by any force in​volved in social and po​li​tical inter​est con​flict. Rather, it is an ano​ny​mous en​ti​ty. No single interest group constitutes a the​o​ry as paradigm adhered to by a very broad epistemic community. Once the theo​ry has be​come do​mi​nant, however, there might be in​di​vi​duals or groups, as employers associations in the case of the WRF, supporting it because they think to have an in​ter​est in its main​​te​nance.

An impression of the relative autonomy of ideational development and of epistemic com​munities can also be traced from the alternate dominance of neo-classic economics (until about 1930; again since the late 1970s) and Keynesia​nism (in the decades in between). Early Key​​nes​ianism or in a broa​der sense de​mand-side economics developed in the late 1920s and the 1930s simulta​ne​ous​ly in Economic science (Keynes, but also Hil​ferding, De Man and Wick​​​​sell) and in Nazi Ger​ma​ny, New Deal America and Social Democratic Sweden. With the exception of Swe​​den labor, always more associated with Keynesianism than capi​tal, was not so strong in these coun​tries. The move towards supply-side economics (and the emer​​gent do​​mi​nance of neo-clas​sic model reasoning with free markets and rational in​​di​vidu​als in aca​demia) was a ge​​ne​ral pheno​me​​non in the 1970s and 1980s and went to​ge​ther with the ad​vent of neo-li​beral politics as per​so​nified by Thatcher and Reagan. Did ca​​pital made act thousands of econo​mists and other adherents involved as their ‘or​​ga​nic in​​tel​lec​tu​als’ in those years?


The main conclusion is that the Dutch case analyzed here demonstrates what it means when a theorem is paradigmatic and how inert epistemic communities can be. This is not new, but it underlines the limits of rationality in policy-making (and, as Kuhn has ar​gued nearly half a century ago, in science). Our analysis also suggests that habits like imi​ta​tion and individual in​ter​ests at the micro-level such as those in ease and group ack​now​ledge​ment seem to be as im​por​tant for the maintenance of epistemic com​mu​nities than ma​cro-le​vel power and dominance re​lations between the involved players of capital, labor and the state. Further research needs to specify this, however, and integrate the question of the re​le​vance of networks. Interviews with policy-makers and (political) economists on a large scale could shed light on this. More case stu​dies on similar topics and subsequent comparative work could en​hance our knowledge on national variation.

Meanwhile, it will be interesting to see what in upcoming years will happen in the Ne​therlands. Nearly nobody in the international discussion denies the importance of relative, pro​ductivity-related wage costs as expressed in unit labor costs. Beggar-thy-neighbor-style wage restraint might however be a vi​a​b​le strategy for emer​ging economies, but not for high-in​come, high-wage coun​tries that for their com​pe​ti​​tive​​ness first of all depend on their pro​duc​tivity and inno​va​tive ca​pa​city (Porter 2003). The influence of this point of view is growing and one has to wait whether and when it will undermine the wage restraint formula and the epis​temic com​mu​nity sustaining it. We have to be cautious, but our impression is that the WRF has slightly lost ground since 2004. Perhaps this only the effect of positive business cy​cle since then, perhaps it is a sign of a more fundamental move. In any case, within the CPB more research than before has recently been directed towards the conditions of productivity growth (Hui​zin​ga and Broer 2004 and In​terview 25: June 2, 2005).

NOTES

� The case for loosening employment protection was strongly made in the OECD’s 1994 Jobs Study. A critical reassassment, based on detailed comparative research, was published in the OECD’s Em�ploy�ment Outlook 1999, and in 2004 the OECD produced the carfully arguing Reassessing the OECD Jobs Strategy. It did not un��dermine the paradigm, however.


� The CPB also publishes ana�ly�ses on a variety of related and other topics, such as re��cently on health care ar�range��ments. It is a large organization with more than 100 employees. Whenever we talk about the CPB we mean the CPB as CPB. Main CPB reports are pu�blished un�der a CPB label and ad�vi�se it releases is signed by its direc�tor. Individual em�ploy�ees some�times have different opinions, and the CPB publi�shes a jour�nal – the CPB Report – with some space for discussion of CPB fun�da�men�tals.


� (Public) policy-making is not a central subject here. Wage formation is not a government task, but es��sentially an affair of capital and la�bor. In the indirectly centralized Dutch corporatism govern�ment as policy-maker is in�volved, however, in the formulation of guidelines for wage development.


� From time to time the political impartiality of the CPB has been questioned in the Dutch media, how�ever (NRC Handelsblad, February 23, 2002) and the foundation of research institutes to ‘coun�ter ba�lance’ the CPB has also been suggested (Finan�ciëel Dag�blad, October 2, 2003).





List of interviews


The numbers of the interviews reflect that this is a selection. 





Interview 1: Bert Bakker, Member of Parliament, Democraten 66 (D66, Social Libe�ral Party); 17 March 2004.


Interview 2: Ferd Crone,. Member of Parliament, Partij van der Arbeid (PvdA; Labor Party); former trade union negotiator Federatie Nederlandse Vakvereni�gin�gen (FNV; peak organization Dutch unions); 16 February 2004.


Interview 11: Agnes Jongerius, Chairperson of the FNV; at the time of the interview Co�or�dinator collective bargaining FNV; 16 March 2004.


Interview 14: Gerard Verheij, Secretary Pension Policy, Vere�ni�ging van Nederlandse On�dernemers – Nederlandse Christe�lijke Werkgevers (VNO-NCW; employers’ association); 9 March 2004.


Interview 21: Maarten Schinkel, Economics editor, NRC Handelsblad; 21-03-2005.


Interview 22: Yvonne Wiggers, 4 April 2004. Reporter parliament and economy, Algemeen Dagblad.


Interview 23: Rocus van Opstal,. Head sector Short Term Analysis and Fiscal Affairs, Central Planning Bureau (CPB); 8 February 2005.


Interview 24: Ton van Schaik, Professor of Empirical Macroeconomy, Til�burg Uni�ver��si�ty; 13 June 2005.


Interview 25: Free Huizinga, Head sector Growth, Structure and Knowledge Econo�mics, CPB; 2 June 2005.
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