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Accepted for publication in Policy Studies Journal 

 

“First you win the argument, then you win the vote.” (Margaret Thatcher) 

 

1. Introduction 

How do policy-makers come to understand what solutions are viable when wrestling with 

complex, high stakes policy problems? Complex policy problems can confound policy-

makers because they do “not come with instruction sheets” for fixing them (Widmaier et al, 

2007: 748; Howlett, 2014; Rittel and Webber, 1973; Peters, 2017: 386; Alford and Head, 

2017; Rose, 1993). In theory, every complex, high stakes policy problem is unique. In a world 

of full information and synoptic rationality, experts and policy-makers would develop 

solutions that are custom-tailored to solve the recognized complex problem. However, in a 

more realistic world of cognitive constraints and risk-aversion, actors engage in policy 

learning in which they look to past experiences for lessons about what might work to solve 

the current (target) policy problem (Barzelay, 2007; Moynihan, 2008; Heikkila and Gerlak, 

                                                        
1 The information and views set out in this article are those of the author and do not necessarily reflect the 
official opinion of the European Commission. 



2013: 489; Tosun et al., 2014). This type of learning about complex policy problems is termed 

epistemic learning by Dunlop and Radaelli (2013, 2018).2 The result of policy learning can 

be policy change (Kamkhaji and Radaelli, 2017: 718). 

 In this article, we attempt to provide theoretical micro-foundations that can explain 

how experts and policy-makers look towards past experiences to identify and evaluate 

potential solutions to recognized complex policy problems and the effects that this type of 

learning can have. While Dunlop and Radaelli suggest cognitive psychology as micro-

foundations, they candidly admit that there is a need for more concrete theoretical 

propositions (2018: S53-S54). Here we draw on recent research on analogical reasoning to 

build the micro-foundations of epistemic learning, enabling us to explain why smart actors 

only draw on a relatively small set of potential source cases for learning about what might 

work in the current (target) case, and why they in the process tend to ignore important 

contextual differences that might make the lessons learned from source cases inappropriate 

to the target. Like all heuristic devices, analogical reasoning therefore can produce bias 

because the lessons of the past do not necessarily map directly onto the case in hand. 

 The article proceeds in three steps. First, we develop analogical reasoning as the 

theoretical micro-foundations undergirding epistemic learning. The argument is that 

epistemic authorities use analogical reasoning to identify and evaluate potentially viable 

solutions based on perceptions of what worked/did not work in accessible past cases. These 

lessons are then disseminated to policy-makers, thereby shaping the parameters for which 

solutions are considered to solve a complex, high stake policy problem. Policy-makers tend 

                                                        
2 - Note that most forms of policy learning take time. If actors face a very face-paced crisis, we can expect what 
Kamkhaji and Radaelli (2017) term “contingent learning”, in which cue-outcome associations are used with 
little debate or reflection. 



to accept these lessons for three reasons: 1) epistemic authorities are socially recognized 

within a policy-making community as having task-relevant expertise that makes it wise to 

listen to them, 2) when there are high stakes, policy-makers are risk-averse, wanting to 

emulate policy successes and avoid past policy failures, and 3) when engaging in analogical 

reasoning, both experts and policy-makers are persuaded by similarities, thereby also 

unintentionally slighting contextual differences that could make the lessons less compelling. 

The result of analogical reasoning in epistemic learning is a set of solutions constrained by 

the lessons of the past.  

 After a methodological section detailing how we investigate empirically whether 

analogical reasoning played the hypothesized role we expected, we engage in a process-

tracing study of the Banking Union case in the European Union (EU). In a context of high 

stakes and complexity, epistemic authorities searched for potential solutions to the 

identified vicious circle problem, latching onto the positive lessons drawn from paradigmatic 

US experience that suggested that a banking union could be created that included extensive 

risk-sharing mechanisms for rescuing banks similar to those that prevented vicious circle 

problems from occurring in the US. Opponents of risk-sharing solutions - including the 

powerful German government - were unable to point to alternatives at this time because the 

negative lessons from the Lehman case acted as a killer argument against their favored risk-

sharing solutions. We then explore how the parameters of the debate shifted in the wake of 

the Cyprus crisis in March 2013 that provided an alternative source case that enabled a 

competing solution to be justified using analogical reasoning that involved risk-reduction 

through private sector involvement (bail-ins).  



 The conclusions discuss the implications of our findings and suggest avenues for 

further research. 

 

 

  



2. Theory - analogical reasoning and epistemic learning 

In this section, we first briefly review epistemic learning as a type of policy learning that 

occurs in high stakes and highly complex policy-making situations, followed by the 

development of strong micro-foundations based on recent work on analogical reasoning in 

cognitive psychology.  

 Many types of policy learning have been identified in the literature, including 

experiential learning (e.g. Moynihan, 2006), policy diffusion and transfer (e.g. Dolowitz and 

Marsh, 1996), organizational learning (e.g. Argyris and Schon, 1978), social learning (e.g. 

Hall, 1993), and contingent learning (e.g. Kamkhaji and Radaelli, 2016). In this article we 

focus on one type out of the four policy learning modes described in Dunlop and Radaelli's 

policy learning framework because it fits the type of policy-making situation analyzed in this 

article (Dunlop and Radaelli, 2013, 2018). In their framework, different learning situations 

are defined along two dimensions (problem tractability (i.e. complexity) and level of social 

certification of actors). Epistemic learning can occur when the problem is very complex and 

there are recognized epistemic authorities that can assist policy-makers in diagnosing the 

problem and identifying viable solutions to fix it. Here epistemic authority is defined as task-

relevant expertise that is recognized within a policy-making community (Birnbaum and 

Stegner, 1979; Barnett and Finnemore, 2004). 

 Complexity creates an ambigious choice situation in which available information can 

lead policy-makers down many different paths (Vertzberger, 1990; Shpaizman, 2019). When 

an issue is very complex there is not what Dunlop and Radaelli describe as learning through 

bargaining, which is a mode of learning dominated by strategic interaction where, “...learning 

takes place through competitive interactions of stakeholders who select evidence from a 



range of ‘knowers’ that suits their policy preferences” (Dunlop and Radaelli, 2018: S56). 

Instead, when facing highly complex problems, there is a strong demand for expertise from 

epistemic authorities to make sense of what solutions might work.  

 Dunlop and Radaelli's framework discusses a range of roles that can be played by 

epistemic authorities, ranging from direct policy-making responsibility to situations where 

expert diagnosis has considerable rhetorical power over policy-makers, but they do not 

dominate. When there are very high stakes in a policy issue, we should expect that policy-

makers will not delegate a determining role to them, nor will they accept that an epistemic 

community completely dominates a policy discussion (e.g. Haas, 1992; Löblová, 2018). 

Instead, we should expect that experts will merely play an important role in searching for 

viable solutions and adjudicating what solutions might plausibly work in subsequent policy 

debates, thereby shaping the contours of policy debates but not completely determining 

them.  

 How then does epistemic learning work? Dunlop and Radaelli point towards cognitive 

psychology to develop the theoretical foundations for a two-stage model of learning (Dunlop 

and Radaelli, 2018: S53). In the first stage, they hypothesize that actors come to a given 

situation with prior knowledge which can be updated based on acquiring new knowledge. 

This is followed by a second stage in which actors, “...armed with these priors and 

updates...teach each other most frequently using argument or rhetoric...” (Ibid).  

 However, how updating and teaching work is still relatively unclear - as they 

themselves readily admit when writing, “These are still abstract notions for micro-

foundations...” (Dunlop and Radaelli, 2018: S54). This lack of micro-foundations for 

epistemic learning has implications at the evidential level, for how can we assess the 



evidence of a theory unless we are told more about the process that the evidence is supposed 

to be evidence of?  

 In this article, we draw on theories of analogical reasoning to unpack in a more 

systematic fashion the cognitive micro-foundations of epistemic learning. Analogical 

reasoning is one important heuristic tool used to make sense of complexity (e.g. Houghton, 

1998; Brändström et al, 2004); although we should not expect it is the only cognitive tool 

(see Weible et al, 2012: 2), as there can be other reasons why particular solutions are not 

discussed in policy reform negotiations, including feasibility issues, or due to more agent-

centered factors like a lack of entrepreneurship (Kingdon, 2002).  

Unfortunately, existing work on analogical reasoning within policy studies does not 

shed light on why policy-makers would discount contextual differences (e.g. e.g. Brändström 

et al 2004; Houghton, 1998). While existing accounts do describe the basic process of 

analogical transfer of causal lessons from past cases, they do not unpack the cognitive micro-

foundations of how it works. In particular, existing approaches are unable to explain why 

smart policy-makers, backed by teams of policy experts, allow themselves to be cognitively 

constrained by analogies. In the following, we draw on recent developments in cognitive 

psychology to answer a key puzzle that is unaccounted for in existing applications - why do 

analogies have such a power over our imagination when they often involve superficial 

comparisons with past cases drawn from very different contexts. Based on recent research 

in cognitive psychology, we claim that this occurs because of the tendency of the human mind 

to focus on core causal lessons while slighting the contextual differences between cases that 

could impact how a given solution works. 

 



How analogical reasoning works in epistemic learning 

We now turn to developing the cognitive psychological micro-foundations of epistemic 

learning using recent research in analogical reasoning. We depict in table 1 the process in 

two-stages, although in reality one can expect that there will be some overlap. 

 

Table 1 here 

 

 Before debates about potential solutions can start, there has to be recognition that a 

problem exists and it has to be diagnosed (Widmaier, et al, 2007: 748). But once this is done,3 

epistemic authorities and policy-makers still have to identify what potential policy solutions 

could be used to fix it. In the first stage, experts or other socially certified actors engage in a 

source-target mapping process of accessible cases to identify viable solutions. In the case 

investigated in this article, the epistemic authorities we focus on are academics from 

economic think tanks who have close ties to EU policy-makers, and officials from the 

European Central Bank, both sets of actors of whose social certification is related to their 

recognized expertise in the issue. 

 Once the broad contours of solutions are identified, policy debates occur in which 

epistemic authorities “teach” policy-makers “lessons” garnered from the past using 

analogical reasoning, with positive source cases acting as justifications and negative source 

cases as killer arguments against particular solutions. The positive and negative lessons then 

hypothesized to set the parameters for policy debates. Given that we are working with a 

                                                        
3 - While important, the policy diagnosis process and the role played by analogical reasoning in it is outside of 
the scope of this article. We recognize though that there might be learning situations in which problem 
diagnosis and solution identification are so intertwined that they need to be analyzed together.  



theory of learning, these parameters can naturally change when new information leads to 

updating taking place (see table 1), for example when an accessible new external event 

occurs that can act as a new source case.  

 We now unpack how analogical reasoning can theoretically function as the micro-

foundations of epistemic learning in the two stages. 

 

Stage 1 - using analogical reasoning to identify viable solutions 

Every complex policy problem is in principle unique (Alford and Head, 2017), meaning that 

in a situation of full information and synoptic rationality, epistemic authorities would 

develop solutions that are custom-tailored to solve a particular identified complex problem. 

However, in a more realistic world of cognitive constraints and risk-aversion, analogies 

perform a critical diagnostic task when looking for new policy alternatives and evaluating 

how alternative solutions might work (Brändström, et al, 2004; Holyoak, Gentner and 

Kokinov, 2001; Jervis, 1976). The need for analogies is even greater during a crisis, in which 

it can be more difficult for actors to engage in a thorough analysis of the problem-in-hand 

(e.g. Brändström et al, 2004: 193; Vertzberger, 1990).  

 The core of an analogy as a heuristic device is the comparison of the causal structures 

of a past case (source) with a current case (target) in terms of the causes (A) that are 

perceived to have led to outcome B. The process of using analogical reasoning to identify and 

evaluate potential solutions is termed “source-target mapping”, referring to a reasoning 

process where actors explore the relational correspondence (A->B) between the current 

problem situation and the past based on similarities in structural causal relations (or systems 

of relations) to identify comparable source cases for ideas about what solutions could 



potentially fix the identified problem and to evaluate their perceived efficacy based on what 

is perceived to have worked in the past (Gentner and Markman, 1997; Gentner, 2009: 1344; 

2018: 194). Note that the term solution here refers to the broad contours of a policy solution,4 

such as “guarantee of national banks by domestic sovereign” that would then have to be 

fleshed out further in policy debates to figure out exactly how these guarantees would be 

implemented.  

 When assessing A->B similarity between source and target cases, contextual differences 

are either ignored or downplayed when engaging in analogical reasoning, potentially 

resulting in significant bias when extrapolating that what worked/did not work in a source 

case will work/not work in a target case (Gentner and Kurtz, 2005; Gentner, 2009: 1344-5; 

Bardach, 2004). This is exacerbated by the tendency of the human mind to be better at 

detecting similarities than differences across cases (Sagi et al, 2012: 1020; Spelman and 

Holyoak, 1996; Gentner, 1993: 525-27). The result is that abstracted A->B causal lessons 

about what worked/did not work are learned from source cases, but where the contextual 

conditions 1, 2 and 3 that enabled it to function in the way it did in the source case are mostly 

ignored. This produces relatively context-free evaluations of solution efficacy (e.g. problem 

A x solution B1 = good policy outcome) in relation to the targeted complex policy problem. 

In other words, analogical comparisons involving positive source cases do not include 

information about the context that enabled the source case solution to work as it did. 

Similarly, in identifying source cases to be avoided because the solution is associated with 

policy failure, the abstract lesson in the form of problem A x solution B2 = bad policy outcome 

                                                        
4 - Hall uses the term “basic techniques” of policy (1993) to refer to this level of abstraction of solutions. 



would also be applied to a new target case without taking into consideration contextual 

differences.  

Analogical reasoning therefore provides micro-foundations that can explain the claims 

made by Bardach (2001) and many others (e.g. DiMaggio and Powell, 1983; Hood, 2010) that 

policy-makers tend to copy policies from other contexts with little attention to potential 

contextual differences. An example of the importance of context for how policy solutions 

work can be seen in the inferences that the World Bank drew based on the success of a policy 

solution that involved educating mothers in nutrition (cause) for solving the problem of poor 

child nutrition (outcome) (White, 2009). Based on the success of the program in the case of 

the Indian state of Tamil Nadu, the World Bank inferred that it could use the same solution 

to solve the same problem in Bangladesh. However, the program did not function as 

expected; instead it broke down. The reason for this was a critical contextual difference 

between the source and target cases that was overseen by the World Bank. In Bangladesh, 

mothers were not the key decision-makers in households, with men doing the shopping and 

mother-in-laws in joint households acting as decision-makers about what food went onto the 

table. This contextual difference meant that in the Bangladesh case, while mothers learnt a 

lot about nutrition, they were unable to utilize this knowledge to put different food on the 

table. This is not meant as a critique of the extrapolations made by the World Bank, but 

instead an illustration what when dealing with complex policy problems, context matters. 

Unfortunately, analogical reasoning can mean that the importance of context is slighted.  

 In the search for comparable source cases, the past is not just an enormous vault of 

knowledge because not all parts of the past are stored in individual and collective memory 

in a form that can be retrieved (Brändström et al, 2004; 193; Jervis, 1976: 239-243). Due to 



availability heuristics, the search for source cases for lessons from the past tends to converge 

on lessons drawn from either paradigmatic cases, or recent and dramatic cases, especially 

spectacular policy failures (Brändström et al, 2004: 206; Khong, 1992: 36; Jervis, 1976: 220-

221, 275; Moynihan, 2006). 

 

Stage 2 - teaching policy-makers 

Once epistemic authorities have identified through analogical reasoning a solution or set of 

solutions for what might work and not work to solve the problem, policy-makers then have 

to debate which solution to adopt. Policy-makers will naturally latch onto lessons provided 

by epistemic authorities that support their preferences (Moyson et al, 2017: 173), but the 

lessons of the past is not just an “enormous grab bag with a prize for everybody” (Khong, 

1992: 8). Analogical justifications are not mere strategic arguments that can be deployed 

instrumentally to bludgeon other actors. Instead, for a given policy solution to be considered 

seriously by policy-makers when tackling a complex, high stakes policy problem, it has to 

have a degree of plausibility based on what is perceived to have worked/did not work in past 

cases by epistemic authorities.5  

 The evaluations of potential solutions by actors who are perceived to be epistemic 

authorities resonate more strongly, other things equal, giving them considerable rhetorical 

power in policy debates (Birnbaum and Stegner, 1979; Barnett and Finnemore, 2004; 

Bonaccio and Dalal, 2006: 130; Dunlop and Radaelli, 2018). Indeed, when the epistemic 

authority of an actor is very high, this can potentially lead to a “seize and freeze” by other 

                                                        
5 - The exact threshold of “plausibility” that suffices for a given policy solution to be taken seriously will 
naturally vary depending on the circumstances. For example, we can expect higher thresholds when the issue 
is more sensitive (e.g. because it has a clear distributive conflict that divide policy-makers). 



actors on the analogical justification put forward by the authority (Kruglanski et al, 2005: 

352). This is particularly relevant when there are time pressures on decision-making, which 

gives policy-makers incentives for quicker cognitive closure (ibid, p. 367). 

 Analogical justifications about what worked/did not work are particularly compelling 

when dealing with complex, high stakes policy problems. In this type of situation, policy-

makers can be expected to be risk-averse, meaning that they will only consider solutions that 

are perceived to have worked in other cases, while avoiding ones perceived to have failed 

(DiMaggio and Powell, 1983: 155; Schneider and Ingram, 1988; Vertzberger, 1990; Gentner 

and Markman, 1997; Houghton, 1998: 283-285; Moynihan, 2006; Hood, 2010).  

 The presence of positive justifications for a given solution and the absence of negative 

justifications do not mean that it will be adopted. However, the analogical justifications 

provided by epistemic authorities set the broad parameters for subsequent policy debates. 

Identified positive source cases can act as justifications in favor of a given solution based on 

what is perceived to have worked in the past, enabling a policy solution to enter the fray. 

Negative source cases that link a solution to a recent and dramatic policy failure can 

inversely act as killer arguments against a particular solution even being considered 

(Baumeister et al. 2001; Kahneman and Tversky, 1979; Brändström et al, 2004: 206; Khong, 

1992: 36; Jervis, 1976: 220-221, 275; Moynihan, 2006). 

3. Studying analogical reasoning empirically 

We now turn to how we aim to assess empirically whether analogical reasoning plays the 

role we theorized in epistemic learning. In this article, we engage in a process-tracing 



analysis of a positive case6 to explore whether the theorized solution screening using 

analogical reasoning process actually works as hypothesized. The case selected in the 

negotiation of banking union in the EU, which was a highly complex, high stakes policy 

process dealing with how to fix a perceived problem (the vicious circle between banks and 

sovereigns - see below). We focus on two time periods in the case in order to engage in a 

longitudinal comparison that allows us to investigate the impact that external events had on 

which solutions were being debated (Gerring, 2017: 140) In the first phase, from mid-2012 

to March 2013, there was only one overall solution type (risk-sharing) seriously considered, 

whereas in the second period, the Cyprus bank rescue provided a new accessible source case 

that enabled a new solution type (risk-reduction measures) to be considered a viable option.  

 The two core components of a process-tracing case study are to theoretically unpack a 

process and then trace it empirically by detailing the expected observable manifestations of 

the activities associated with each part of the mechanism and why it can act as evidence 

(Beach and Pedersen, 2019: 1-8). In the previous section, we unpacked the process 

theoretically. In this section, we discuss expected observables. Reasoning processes are 

unfortunately notoriously difficult to study empirically (Khong, 1992; Dunbar, 2001). One of 

the critical problems is that reasoning takes place for the most part within the minds of 

actors. Further, Dunbar (2001) has found that policy-makers have little recollection of the 

reasoning processes that had led them to accept particular analogical justifications, meaning 

that we can at most ask for their perceptions of reasoning processes after they have occurred. 

                                                        
6 - Selecting positive cases in which a theorized process can have been in operation is standard practice in 
process-tracing. See Beach and Pedersen, 2019: 96-101. The Banking Union case has both the cause (diagnosed 
complex and high stakes policy problem) and the outcome (limited set of solutions). The analysis then aims to 
explore whether analogical reasoning plays the role hypothesized within the case. 



Therefore, we are forced to search for other, more indirect, observable manifestations of 

reasoning processes. The expected observables are depicted in table 2. 

 

Table 2 here 

 

 Obervables for the cause that triggers epistemic learning using analogical reasoning 

include statements by epistemic authorities and/or policy-makers that diagnose the 

problems causing the current crisis. Problem diagnosis can be expected to be abstract, 

meaning that instead of specific references to details from the past cases, abstract terms like 

“ailing bank not given official guarantees” will be used; terms that are devoid of reference to 

the contextual conditions that enabled the causes to create the past policy failure. 

 For the first part, we should expect to find discussions about potential solutions 

amongst epistemic authorities that draw on comparisons with past cases, but in which there 

is an absence of discussions about contextual differences between source and target cases. 

Determining whether policy-makers accept an actor as an epistemic authority is based on 

perceptions measured using interviews with a representative selection of participants. 

 For part two, we should expect to find analogical justifications when epistemic 

authorities discuss with policy-makers what might work/not work in relation to the current 

policy problem. We expect that justifications will tend to have the following rhetorical 

structure:  

- we have recognized the problem as A [problem recognition, but in an abstracted 

form] 



- problem A was dealt with successfully/unsuccessfully in source case with solution B 

[identification of potential viable solution(s)] 

- solution B might work/not work as a solution to problem A in target case [analogical 

transfer], without discussion of contextual conditions that might differ between the 

source and target cases. 

 

 Sources of evidence for part 1 and 2 include public pronouncements by epistemic 

authorities in the European Central Bank (ECB), publications from policy-relevant think 

tanks, and interviews with EU and national civil servants who participated in the policy 

debates. A fuller accounting of the evidential backing for our claims is found in 

supplementary appendix 1. 

 Evidence for the outcome - parameters of debate - consists of identification of the 

contours of the solutions that are seriously considered by policy-makers, based on official 

documents (e.g. legislative proposals), and interviews with participants from member states 

and EU institutions regarding what solutions were considered during particular times 

during the negotiations. To assess the effect of new information in the form of an external 

event, we compare the parameters of the debate before and after the Cyprus crisis in March 

2013. 

 Regarding silencing, we also investigate domestic debates, focusing on parliamentary 

debates in the leading skeptic member state (Germany). We contend that the silencing is a 

strong confirming piece of evidence of the power of analogical reasoning in constraining the 

parameters of debate. When a materially powerful opponent of a given solution is unable to 

put forward a plausible source case that could legitimate the viability of their preferred 



outcomes because it is associated with an accessible negative source case, they become 

effectively silenced, forcing them to engage in a negotiation of solutions that they do not want 

to fix a problem they have recognized. If found, this evidence would be relatively strong 

evidence for the power of analogical justifications, for why would powerful actors like 

Germany argue against an analogical justification if they are just cheap talk that do not really 

mean anything in the first place?  

  

 
  



4. Analogical reasoning and epistemic learning in the Banking Union case 

The adoption of a package of legislative reforms in the EU that together was termed Banking 

Union was arguably the largest integrative step since the introduction of the common 

currency, the euro. Policy discussions started in late 2011 when academic experts suggested 

that a “vicious circle” policy problem existed in the EU that could only be fixed by systemic 

reforms of the EU's banking system, based on the lessons learned from the Irish collapse in 

the fall of 2010. During this pre-negotiation phase, epistemic authorities using analogical 

reasoning identified the US as a positive source case for how vicious circle type problems 

could be alleviated through the creation of federal-level supervision and resolution of banks. 

In response to the worsening banking crisis in Spain that was diagnosed as the poster child 

of vicious circle problems, EU policy-makers agreed in June 2012 that they needed to 

undertake systemic reforms to fix these problems,7 and that common supervision of banks 

would be quickly adopted (for more, see Nielsen and Smeets, 2018). Once EU policy-makers 

agreed to embark on common supervision of banks, this implied that they would also have 

to introduce some form of common resolution of banks.8 In theory, this could be done by 

either creating a common fund that could be used to recapitalize and resolve ailing banks 

(bail-out), or by forcing private investors in ailing banks to accept severe losses (bail-in) to 

enable the bank to regain solvency, or some combination of the two.  

The policy problem was incredibly complex, with discussions about how to re-organize 

the management of the eurozone’s financial governance, in particular by creating new 

                                                        
7 - It is outside the scope of this article to assess why policy-makers converged on the vicious circle problem 
diagnosis.  
8 - The functional link between common supervision and common resolution is a key difference to other 
controversial issues such as introducing a common deposit guarantee scheme. Due to opposition from the 
Northern coalition, ideas about a common deposit guarantee scheme were dropped in September 2012. For 
more, see Schäfer, 2016; Nielsen and Smeets, 2018. 



institutional powers at the EU-level (common supervision and resolution of banks). The 

issue of an EU-level resolution scheme was very controversial because it involved 

distributive aspects that pitted strong and competitive Northern economies (Germany, 

Netherlands and Finland) against weaker and less competitive peripheral economies, where 

banks were more likely to encounter difficulties (France, Italy and Spain). The materially 

powerful Northern governments feared the transfer of funds from either their taxpayers or 

banks to help rescue ailing banks in the periphery through EU-level resolution schemes, and 

they therefore wanted risk-reducing measures like bail-ins of private creditors of banks to be 

key elements of any resolution scheme (Howarth and Quaglia, 2014; Schäfer, 2016, Schild 

2018). A coalition of Southern governments in the Eurozone periphery wanted a maximalist 

Banking Union where the risks associated with helping banks were shared equally across 

the Eurozone (risk-sharing solutions) (Ibid).  

 While material pressures relating to the risks of eurozone collapse explain why 

governments took a decision in June 2012 to start negotiations to fix the vicious circle 

problem using systemic EU-level reforms, they do not explain which solution type they chose 

to debate regarding common resolution schemes. We contend that because of the presence 

of a strong positive source case for risk-sharing, while a strong negative source case was 

associated with risk-reducing solutions, the policy debate about EU-level resolution only 

included the risk-sharing solution during the first time period of the negotiations from mid-

2012 until March 2013. We then show how an external event (the Cyprus crisis) acted as a 

new source case that could be used by proponents of risk-reduction to undermine the 

dominating rhetorical power of the negative source case, enabling Germany and others to 

succeed in putting risk-reduction solutions on the table. 



 

4.1. Diagnosing the vicious circle and screening solutions  

The origins of the Banking Union negotiations go back to the economic collapse of the Irish 

government under the weight of excessive guarantees to ailing national banks; what became 

diagnosed as the so-called vicious circle problem. In the Irish case, the combination of Irish 

government guarantees of domestic banks and large holdings of sovereign debt by the same 

domestic banks created high levels of interdependence that resulted in a mutually 

reinforcing vicious circle (also known as a doom loop), in which small downgrades in 

confidence in either sovereign debt or the solvency of large guaranteed banks can then 

trigger an ever-worsening downward spiral that can end with sovereign default or bail-out. 

In the Irish case, this vicious circle problem led to the Irish government having to be rescued 

by the Troika of the IMF, Commission and European Central Bank (ECB) in October 2010.  

 Starting in the fall of 2011, think tank economists with close ties to EU policy-makers 

started suggesting that other member states might also face vicious circle problems, and that 

they could only be fixed through systemic reforms of the EU.  Pisani-Ferry (2012) for 

example discussed the Irish case as “only an extreme case”, writing that “...all western 

European sovereigns in the euro area...are heavily exposed to the risk of having to rescue 

domestic banks...banks are exposed to their own governments through their holdings of debt 

securities” (p. 6). As recognition of a potentially systemic problem faced by many eurozone 

countries grew amongst experts both in think tanks and within EU institutions in the first 

months of 2012 (Interviews 1, 2 and 3), the search for potential viable solutions also started. 

In this period, we can see repeated explicit uses of analogical reasoning by outside think tank 

experts and ECB officials in screening solutions, where the US acts as a paradigmatic positive 



source case where “vicious circle” problems do not occur because of the presence of risk-

sharing solutions involving federal-level resolution of banks.  

 Analogical reasoning in which the US-case was used to justify the efficacy of risk-

sharing can be found in think tank publications in early 2012. In a policy brief published by 

the Bruegel think tank, economists Marzinotto, Sapir and Wolff make a clear analogy to the 

US when arguing for risk-sharing solutions (here a common deposit insurance scheme):   

In addition, all euro-area banks that accept deposits should contribute an insurance 

premium to this authority which would therefore act at a euro-area deposit insurance 

corporation (EDIC) similar to the US FDIC. A euro-area deposit insurance scheme would 

go a long way to breaking the existing link between banks and their national sovereigns 

which tends to become a vicious circle in times of crisis. The EDIC would ultimately have 

to be backed by euro-area fiscal capacity. (Marzinotto, Sapir and Wolff, 2011: 6 – italics 

inserted) (similarly, see Angeloni and Wolff, 2012) 

 

 In the paper there is no discussion of potential contextual differences between the EU 

and US that might result in risk-sharing solutions working in different ways. For example, 

there are differences in the role played by banks in the two economic systems, and in how 

the federal/EU-level central banks operate and interact with states/member states. Taken 

together, the numerous contextual differences could mean that risk-sharing solutions that 

work in the US case will not necessarily work in the EU in the same fashion. 

 In a policy paper from January 2012, economist Pisani-Ferry argues that the US does 

not have “vicious circle” type problems because the federal level is responsible for 

supervising and rescuing banks, meaning that there is not a mismatch between levels of 



banking operation and governance (2012: 08). He goes on to argue for a number of risk-

sharing solutions in the EU to solve the vicious circle problem, including banking federalism 

(common resolution and deposit guarantees), using the US as an implicit comparison case. 

Again, there is no discussion of potential contextual differences in the piece when making 

the analogical transfer from the US source case to the EU target case.  

 The arguments for risk-sharing solutions, using the US as a comparative case of success, 

moved quickly into the pronouncements of high-level ECB officials in the spring of 2012. The 

clearest example of analogical reasoning can be seen in an April 2012 speech by the German 

member of the Executive Board, Jörg Asmussen,  

…I fear we are not learning the right lessons in Europe. Several European countries face 

a vicious circle where weak domestic banks cause fiscal difficulties for governments, 

which in turn undermines public debt sustainability and further damages banks’ 

balance sheets. In the U.S., such a feedback loop does not exist, because federal 

institutions act as shock absorbers. They prevent local crises from becoming systemic: 

for example, banks can be recapitalized through the U.S. Treasury and resolved through 

the Federal Deposit Insurance Corporation. In Europe we need to look to the U.S. for 

inspiration in this area. This is why I have called for a European bank resolution 

authority.  (Asmussen, 2012, italics inserted) 

 

As with the think tank experts, no mention is made of potential contextual differences. ECB 

Executive Board member González-Páramo echoes these sentiments in March 2012,9 where 

he argues that risk-sharing solutions are required because: 

                                                        
9 - González-Páramo makes similar points in a lecture in May 2012 (González-Páramo, 2012b). 



…negative effects may potentially be better mitigated in political federations given 

their stronger shock-absorbing institutions. For example, if a particular state in the U.S. 

were to experience a build-up in private sector liabilities that threatened its local 

banks, the responsibility for recapitalization and deposit insurance would fall on the 

federal government – through institutions like the U.S. Treasury and the Federal 

Deposit Insurance Corporation. This means that a U.S. state cannot be brought into 

financial difficulties by a mismatch between the size of its banking sector and that of 

its local economy, whereas a euro area country can – as we saw in Ireland.  (González-

Páramo, 2012a, italics inserted) 

 

 In late spring 2012, developments in the Spanish banking sector began to look similar 

for policy-makers to the events that preceded the collapse of the Irish banking sector in 

October 2010, and the looming risks of similar problems in even larger countries such as 

Italy, led to high-level discussions amongst Eurozone countries that resulted in the official 

start of a EU-level reform process to fix what the EU policy-makers involved identified as 

“vicious circle” problems in many countries between banks and sovereigns which were 

outside of the powers of individual governments to solve. As one participant remembered, 

in no time “[e]veryone was aware of the vicious circle and everyone wanted to tackle it” 

(Interview 4). An official from the German finance ministry admitted:  

 

Breaking the vicious circle was a cognitive focusing of the assessment where the crisis 

comes from, what its nature is and how to get over it. The idea by many was “let’s do 



the Banking Union and everything will be fine”. It was like a holy grail that came around 

the corner. This went so far that even we said: “in principal yes, but...” (Interview 5).  

 

German Finance Minister Schäuble went so far as to state in an interview with Handelsblatt 

(2012) that, “The Spanish are doing everything right, and yet they are still facing pressure in 

the markets because of contagion from Greece. We must deal with that”. 

 The leaders of Euro Area countries thereafter agreed in a statement issued after their 

summit on June 29th, 2012 that, “We affirm that it is imperative to break the vicious circle 

between banks and sovereigns” (Euro Area Summit Statement, 29 June 2012). In the 

statement, they also mention Ireland and Spain, illustrating that they were diagnosing both 

as cases of a “vicious circle” problem. The statement also asked the Commission to prepare 

legislative proposals for the first element of banking union (a single supervisory 

mechanism). However, because creating a single supervisory mechanism does not make 

sense without also creating some form of EU-level mechanism for resolving banks, implicitly 

the leaders were giving the green light to the Commission to propose further proposals 

dealing with common resolution schemes (Nielsen and Smeets, 2018).  

 As discussed above, EU-level resolution of banks could be done in theory through both 

risk-sharing and risk-reduction schemes, or some combination of the two. However, at this 

point in the negotiation process, there were only negative source cases associated with risk-

reduction solutions that suggested that EU-level bail-ins might be too risky to consider based 

on the lessons learned from the Lehman case (see below). This meant that the German 

government and other opponents of risk-sharing solutions were locked into a policy debate 

in which they were effectively silenced from discussing alternative risk-reducing solutions. 



Indeed, Germany and the Netherlands even accepted the European Council conclusions in 

December 2012 that talked about risk-sharing as the sole element in a coming proposal by 

the Commission on a single resolution mechanism (European Council, 2012: 4). The same 

language about risk-sharing was repeated in the European Council conclusions from March 

14, 2013; immediately prior to the Cyprus crisis (European Council, 2013: 10).  

While there is ample evidence of wide-spread domestic opposition to EU-level risk-

sharing solutions in Germany, it is also remarkable that there were no political elites who 

put forward EU-level bail-in proposals of bank creditors as an alternative solution. For 

example, there is no mention of bail-ins or other forms of risk-reducing solutions at the EU-

level in the German parliamentary debates prior to March 2013. In a debate on June 27th, 

2012, MP Stübgen - from German Chancellor Merkel's own party - expressed opposition to a 

potential common deposit guarantee scheme because it implied risk-sharing. In another 

debate on the 11th of September, despite Finance Minister Schäuble insisting that only 

supervision was being debated at the time, members of his own party expressed concerns 

about the coming risk-sharing elements of Banking Union. However, we found no actors 

suggesting risk-reduction solutions in any of the parliamentary debates during this period 

as an alternative solution type. 

What can explain why these fears about risk-sharing were not assuaged by putting 

forward an EU-level bail-in counterproposal? One could argue that this reticence for bail-in 

at the EU-level could be due to a desire to avoid potential losses in a bail-in for German banks 

that held debt in banks in the periphery, but by late 2012 this exposure of German banks was 

quite low (Thompson, 2015; Bank for International Settlements, Consolidated positions). 

German silence in the first period is even more puzzling given the past advocacy by Germany 



of the solution of bail-ins of private creditors in relation to the parallel issue of sovereign debt 

rescue packages, for example in connection with the October 2010 Deauville decision 

relating to future rescue packages in the EU, and the Greek rescue package adopted in 

October 2011 (Bastasin, 2012).  

We contend that a key reason why opponents of risk-sharing solutions for banking 

union were effectively silenced was that they had no plausible positive case to justify EU-

level bail-in solutions in relation to private creditors of ailing banks, while at the same time 

there existed a killer argument against risk-reduction embodied in the lessons of the Lehman 

case. While there were a few cases of minor bail-ins of private creditors used in national bank 

rescues prior to 2013, observers at the time perceived that they had destabilizing effects 

(Honohan, 2017: 7, 9). Reticence to deploy untried solutions was made much greater 

because of the aversion effects of the perceived negative “lessons” of the Lehman case 

(Interview 6). In 2012 there was a widespread perception that the decision to not rescue 

Lehman Brothers in 2008 had produced massive systemic instability, with the lesson being 

that bailing-in private creditors of banks in times of crisis could result in financial chaos 

(Honahan, 2017: 2; Blustein, 2016: 172-173). Even the IMF, who had earlier advocated bail-

ins of private creditors during banking crises in the pre-Lehman period, had warned in 2012 

that “[b]ail-in is untested in a systemic crisis” (IMF, 2012: 22). Strikingly, while the principle 

of bail-in was actually being discussed at the same time in relation to EU guidelines for how 

to deal with national banks at the national level, the principle was not considered to be viable 

at the time as part of EU-level resolution of banks because the lessons of Lehman suggested 

that the risks for a eurozone in crisis were too great. There were however large contextual 

differences between the context in which the US authorities decisions in the Lehman case 



and the impact that introducing bail-in of private creditors at the EU-level could have. In the 

Lehman case, the degree of overexposure and interconnectedness of banks in both the US 

and Europe was still unknown. This meant that the decision to not bail-out Lehman led other 

banks and investors to look at their own books for overexposure, triggering a massive 

financial panic that was only stopped through the use of massive guarantees given to banks 

in the US and in many EU member states. In contrast, by late 2012, many of the worst-off 

banks had been recapitalized, and while there were many banks still ailing, their 

vulnerabilities were by now a known quantity. Additionally, the ECB President's promise in 

August 2012 to do “whatever it takes” to save the euro also suggested that the risk of massive 

panic within the eurozone was significantly reduced.  

There is little evidence that officials from the German and other skeptical governments 

were cognitively “trapped” within a mental model of risk-sharing solutions,10 as for example 

witnessed in the opposition to risk-sharing in the domestic debates amongst 

parliamentarians on Banking Union in the German Bundestag in 2012 against risk-sharing 

(see above). This lack of acceptance of the mental model of risk-sharing is also very clearly 

expressed by one central Dutch negotiator in an interview: 

 

This argument of breaking the vicious circle by means of Banking Union, propagated 

by the ECB in particular, we always found rather unconvincing. Through risk-sharing 

arrangements, like direct recapitalization or a common DGS, we socialize the pains, 

rather than reform the system. All it does is to take the vicious circle from the national 

                                                        
10 - Theories that explain policy stability based on policy paradigms (Hall, 1993; Blyth, 2002) or mental models 
(Jacobs, 2009) would suggest that policy-makers might be trapped within an ideational model, making them 
unable to envision alternative solutions.  



to the European level. (Interview 7. Note that DGS refers to a common deposit guarantee 

scheme that was dropped from consideration in the fall of 2012).  

 

However, because there were only negative lessons associated with risk-reducing 

solutions, even German policy-makers were effectively silenced from putting forward 

alternative solutions. While the Northern coalition had succeeded in blocking discussions 

about another form of risk-sharing - a common deposit guarantee scheme - they could not 

completely block policy debates about risk-sharing solutions in the fall of 2012 and early 

2013 that related to common resolution of banks because the issue was linked with the issue 

of common supervision in legislation that was adopted by the end of 2012. 

Taken together, there is evidence that the combination of a positive source case that 

could justify risk-sharing, and the aversion that policy-makers in general had to experiment 

with untried, risky solutions like EU-imposed bail-ins of bank creditors due to the negative 

lessons of Lehman, meant that risk-sharing was the only game in town. 

 

4.2. The shift in the argumentative terrain in spring 2013 

In the second period, we find evidence suggesting that the experiences of using EU-imposed 

bail-in measures in the very peculiar circumstances of the Cyprus rescue in late March 2013 

provided the Northern coalition with a real-world source case that could weaken the 

rhetorical power of the lessons of Lehman. Despite the obvious contextual differences 

between bail-ins in the Cyprus case and an EU-level common resolution scheme, analogical 

lessons were drawn from the Cyprus case that could be used to justify the argument that EU-

imposed bail-ins could be introduced without provoking systemic melt-down. The Cyprus 



case did not render financial stability concerns completely obsolete when discussing using 

bail-ins as part of Banking Union, but it did weaken them enough to enable risk-reduction 

solutions to enter the fray and be seriously considered by policy-makers as part of the overall 

solution regarding the common resolution scheme. 

The Cypriot government had asked the EU and IMF for a rescue package in early 2013 

in the face of the imminent collapse of their domestic banking system. While the principle of 

EU-imposed bailing-in of private creditors when assisting ailing banks had been completely 

off the table in the parallel ongoing discussions relating to Banking Union, the very small size 

of the Cypriot banking sector in relation to the overall eurozone meant that the risks of an 

EU-wide flight of investors from assets in banks in periphery countries was considerably 

diminished. Additionally, bail-in of private creditors was almost impossible to avoid 

politically because many of the creditors were shady Russian investors who were suspected 

of laundering money in Cypriot banks. This made it difficult for EU governments to defend 

domestically a full bailout of all investors. As part of the final deal for Cyprus, Eurozone 

governments did not completely abstain from a bailout of private investors, but it was the 

first time that EU governments imposed a wide-ranging bail-in of private creditors of banks.  

After the limited EU-imposed bail-ins were used in the Cypriot bank rescue did not 

result in a complete meltdown, the lessons of Lehman was no longer a killer argument 

against risk-reducing measures. As with the lessons of Lehman and the US source cases, 

there was no discussion of contextual differences that might mean that the solutions used in 

the Cyprus case might not work when transferred to future common resolution schemes. 

 Before the Cyprus case, the Northern coalition had attempted to slow-walk the issue of 

resolution of banks at the EU-level in Banking Union. After Cyprus, the terms of the debate 



shifted, where the discussion now dealt with the balance between risk-reduction through 

bail-in and risk-sharing. Indeed, while the European Council conclusions prior to Cyprus 

fastidiously avoided mentioning risk-reduction, by July 2013, even a key proponent of risk-

sharing (the European Commission) explicitly mentioned them in the explanatory 

memorandum attached to the legislative proposal for EU-level resolution of banks (the 

Stability Resolution Mechanism).  

 In interviews, officials from both Northern coalition governments and EU institutions 

clearly acknowledge the impact that Cyprus in undermining the lessons of Lehman as a killer 

negative argument against risk-reduction solutions.  

 

There was a lot of resistance against Banking Union [in the Northern coalition] because 

in the beginning it was predominantly associated with getting access to our taxpayer 

and we and the Germans rejected that. But after Cyprus, we used to call Banking Union 

“our project”. And to a large part that was because we realized that Banking Union 

would help us to come to a credible bail-in regime in the eurozone. (Interview 8) 

 

Cyprus was a game changer. Cyprus showed that it wasn’t a bluff, that a bail-in is 

something that you can do, without “mushroom clouds” appearing on the horizon 

(Interview 9). 

 

We were convinced of bail-ins, but we had to wait for a suitable opportunity to put it 

to a reality test. It sounded good in theory and in Cyprus we could actually test it. And 

it worked – having it implemented in practice was a real milestone. This was when we 



realized that Banking Union would have to be built on the bail-in principle. (Interview 

10) 

 

When [former ECB President] Trichet spoke about PSI [bail-ins], every third word he 

used was “Armageddon”. But then we tried it in Cyprus and it turned out to become a 

big success. The central banks continue to warn of it, but we just ignore them now. 

(Interview 11)  

  

In the aftermath of the Cyprus crisis, Dutch Eurogroup president Dijsselbloem hinted that 

bail-ins might be a template to use to resolve all future banking crises (Reuters, 2013a).  

Note that the shift was not the product of a campaign by the Northern coalition in 2012 

and early 2013 to re-frame the issue, as theories of framing would suggest (e.g. Abolafia, 

2004; Schmidt, 2002; Schön and Rein, 1994; Seabrooke, 2014). Indeed, it is difficult to 

understand why materially powerful actors such as the Dutch and German governments, 

with immense knowledge resources at their disposal, were unable to frame an argument in 

favor of EU-level bail-in solutions of bank creditors until after a relatively minor event like 

the Cyprus rescue.  

 We argued in our theoretical section that analogical reasoning by epistemic authorities 

plays a key role in epistemic learning, screening which solutions are seriously considered to 

fix a given problem. At the same time, within a set of solutions on the table at a given moment, 

we should expect power politics based on the material power of actors to determine the 

exact terms of a solution adopted into policy. Therefore, it is not surprising that in the 

aftermath of the Cyprus case, risk-sharing as the core of a solution to the vicious circle 



problem seemed to slip ever further away, best seen when German finance minister Schäuble 

suggested starting with a limited (“timber-framed”) Banking Union that would stop with 

single supervision and clear resolution (bail-in) rules (Reuters, 2013c).  

 Initially the Southern governments sought to defend their favored risk-sharing 

solutions. After the Cyprus crisis, French president Hollande reiterated that deposits had to 

be guaranteed and that bank recapitalizations should be done via the ESM (i.e. risk-sharing). 

Most revealingly, Spanish prime minister Rajoy questioned the relevance of the analogical 

lessons drawn from the Cyprus case, stating that a mutualized Banking Union would have 

avoided the crisis in Cyprus and that a bail-in solution that imposed losses upon depositors 

should not be replicated elsewhere (Reuters, 2013b).  

Eventually, the Southern governments were forced to recognize the reality that the 

example of the Cyprus case had shifted the parameters of debate. They then began to put 

their argumentative efforts into limiting the implications of the new risk-reduction solutions. 

While some outside experts continued to oppose EU-level bail-ins in relation to bank rescues 

(De Grauwe, 2013), even experts in the ECB and the Commission eventually acquiesced to 

the shift in argumentative terrain, accepting the inclusion of EU-level bail-ins of private 

creditors as part of a final deal. Therefore, while the negotiations about common resolution 

of banks in Banking Union were by no means over by the Summer of 2013, the direction in 

which they were moving had been clearly marked out. All parties had gradually come to 

terms with the recalibrated set of solutions. The final outcome was that risk-reduction 

through bail-ins of private creditors would be first used when dealing with ailing banks, 

followed by the use of risk-sharing in the form of a longer-term mutualization of the 

contributions by national banks to a common resolution fund (the Single Resolution Fund). 



Note that this was not an outcome that we would have predicted a priori because the 

principle of risk-sharing figured more prominently than we would have expected simply 

based on the relative power of actors. Based on initial relative power and preferences, we 

should have expected the final outcome to hew very closely to German preferences, and not 

include any significant risk-sharing elements. However, because of its earlier dominance, the 

risk-sharing solution frame acted as an argumentative anchor that helped shape the final 

outcome. 

  



5. Conclusions 

This article unpacked the role that analogical reasoning plays in helping actors identify and 

evaluate what solutions can be used to fix complex, high stakes policy problems, where 

actors are engaging in what Dunlop and Radaelli term epistemic learning (2013, 2018). The 

core puzzle that we attempted to explain was why policy-makers are persuaded by analogies 

of what worked/did not work drawn from accessible source cases, and why important 

contextual differences are ignored, leading to widespread emulation of successful policies 

while perceived policy failures are avoided. We argued that recent research in cognitive 

psychology on analogical reasoning processes helps explain how actors learn from the past.  

 What have we learned? In contrast to many authors who are skeptical of policy learning 

(e.g. Moyson et al, 2017: 165), our findings suggest that policy learning can occur when 

tackling complex, high stakes policy problems, with actors learning from what is perceived 

to have worked/not worked in the past when tackling similar problems. Our main 

contribution was to flesh out one pathway whereby epistemic learning can occur, thereby 

also enabling detailed empirical analysis of tracing the process in a case study. 

  Building on Dunlop and Radaelli's model of epistemic learning from their policy 

learning framework (2017), we answered their call for clearer cognitive psychological 

microfoundations by developing a two-stage analogical reasoning process in which 

epistemic authorities are theorized to search for potentially viable solutions to a recognized 

problem using comparisons with accessible past cases, who then explain to policy-makers 

what solutions to a complex and high stakes policy problem are perceived to be viable based 

on lessons of what worked/did not work in the past.  Analogical reasoning is a critical - 



though not the only - heuristic tool used in situations of epistemic learning to make sense of 

what solutions might fix a given problem that impacts what solutions are considered. 

 In the learning process using analogical reasoning, core causal lessons are transferred 

to the current target case, but in this process contextual differences are discounted (Gentner 

and Kurtz, 2005; Gentner, 2009). Positive and negative analogical justifications provided by 

epistemic authorities are compelling when dealing with high stakes, complex problems 

because risk-averse policy-makers want to emulate what worked in the (accessible) past 

while avoiding past policy failures. A positive analogical justification is not enough for a given 

solution to be adopted, but it is necessary for it to be seriously considered by risk-averse 

policy-makers. A critical component of analogical reasoning that makes these analogical 

transfers so compelling is the tendency of the mind to draw abstracted lessons that slight the 

importance of contextual differences between source and target cases (Gentner and Kurtz, 

2005; Gentner, 2009; Sagi et al, 2012). The result of analogical reasoning in epistemic 

learning is the restriction of the set of solutions considered in a policy debate to those that 

have positive source cases associated with them, and no compelling negative source cases.  

 In the Banking Union case study assessed in this article, we provided evidence that 

suggested that analogical reasoning did play an important role in setting the parameters for 

which solutions were considered to fix the recognized vicious circle problem. There was 

evidence that in the first period of the debates, only risk-sharing solutions were considered 

in relation to a common resolution scheme that would operate in parallel with the common 

supervisory mechanism. While risk-sharing solutions were coupled with abstracted lessons 

from the success case (the US) - despite the obvious contextual differences - competing risk-

reduction solutions were off the table because the negative lessons of Lehman functioned as 



a killer argument. After external events produced a new accessible source case, the 

compelling rhetorical power of the lessons of Lehman was undermined because the Cyprus 

case showed that EU-level bail-ins of private investors could be undertaken without systemic 

collapse occurring. As a result, both risk-sharing and risk-reduction solutions were on the 

table in the second phase of the Banking Union negotiations, shaping the final outcome.  

 While we have only analyzed one case, we should expect similar analogical reasoning 

dynamics when actors engage in epistemic learning in other complex, high stakes policy 

debates, limiting the set of solutions considered to a small set that have accessible positive 

source cases coupled to them and no compelling negative source cases. Although they did 

not unpack how the process worked, other scholars have found analogical reasoning to have 

limited the set of solutions considered in tackling major foreign policy problems (e.g. the first 

Gulf War (Yetiv, 2004), Vietnam (Khong, 1992), and many scholars of public policy have 

noted the tendency for policy-makers tend to copy policies from other contexts with little 

recognition of contextual differences (e.g. DiMaggio and Powell, 1983; Hood, 2010).  

 The article has implications for policy-making under conditions of high complexity and 

high stakes. Avoid making flawed extrapolations based on learning from the past cannot be 

solved by merely collecting more evidence - as suggested by some scholars of evidence-

based policy (e.g. Cairney et al, 2016), nor by going in the other direction and contending 

that evidence is 'fundamentally indeterminate in its relationship to complex policy 

problems' (Daviter, 2019: 78). Instead, one can use lessons from the past with suitable 

caution by asking explicitly whether there are any contextual differences that might impact 

how things work (Bardach, 2004: 211). Policy learning can result in actors learning the 

'wrong' lessons (Dunlop, 2017), but there are tools that can help policy-makers avoid these 



dysfunctionalities. Here one can draw on state-of-the-art work on extrapolation that 

suggests that proper extrapolation of lessons from a source to a target case should include 

careful analysis of how contextual factors might impact whether the lessons travel (Steel, 

2008; Khosrowi, 2018). For example, the World Bank should have engaged in an assessment 

of what contextual factors were in place in the Tamil Nadu case to allow the policy solution 

to produce the desired outcome. This analysis would have shown that solution success 

depended on mothers being able to influence what food was purchased and how it was 

prepared in the household; both factors that were not present in the target (Bangladesh) 

case. In the case investigated in this article, more attention to differences in context might 

have reduced the rhetorical power of the positive and negative cases, enabling experts and 

policy-makers to focus more on developing solutions that were more custom-tailored to fit 

the EU. 

 The article concludes with a call for students of policy learning to pay more attention 

to how comparisons with the past structure the parameters of policy debates in complex, 

high stakes issues. While we have provided important theoretical and empirical evidence for 

how analogical reasoning in epistemic learning conditions limits the set of solutions 

considered, much more can be learned about how it works and under what conditions. What 

determines which source cases from the past are accessible to epistemic authorities? Are 

there situations where policy-makers can succeed in using analogical reasoning more 

strategically, enabling them to shape the solution set by strategically coupling either positive 

or negative source cases to particular solutions? Is it possible to successfully question of the 

relevance of an analogical justification, and if so, how does it work? What role does analogical 

reasoning play in novel problem situations, where there is not readily available lessons from 



the past? Are there differences in types of expertise, for example between economics and 

scientific knowledge in fields such as the environment or public health? What role does 

analogical reasoning play in other types of learning described by Dunlop and Radaelli and 

others (e.g. reflexive learning)? We have therefore just scratched the surface regarding the 

role analogical reasoning plays in making sense of what solutions might work/not work in 

policy debates. 
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Cause / trigger Part 1 - search Part 2 - teaching 

policy-makers 
Outcome 

Problem diagnosed 
based on abstracted 
lessons from past 
policy failure 

Epistemic authorities 
use analogical 
reasoning to identify 
and evaluate what 
solution(s) might work 
based on accessible set 
of cases 

Epistemic authorities 
use analogies when 
explaining what 
solutions might work 
to policy-makers, and 
what solutions should 
be avoided 
 
Positive source cases 
act as justifications 
enabling solution to be 
considered, whereas 
negative source cases 
act as killer arguments 
against solution 

Constrained set of 
solutions in policy 
debate, restricted to 
solutions that are 
coupled to perceived 
success source cases  

  
External events can provide new source case that 
either can act as new positive justification, or 
strengthen/weaken negative lessons 

 

Table 1 - The role played by analogical reasoning in epistemic learning. 

 

 

 Cause / trigger Part 1 - search Part 2 - teaching by 
epistemic authorities 

Outcome 

Em
pi

ri
ca

l o
bs

er
va

bl
es

 • Statements from 
epistemic 
authorities and/or 
policy-makers 
recognizing policy 
problem in abstract 
terms  

• Discussions of 
potential solutions 
focus on recent, 
dramatic cases. 

• Absence of 
discussions of 
contextual 
differences. 

• Explicit analogical 
justifications by 
epistemic 
authorities that 
couple problem in 
current case with 
perceived 
success/failure in 
source case.  

• Policy debates only 
include solutions 
with successful 
exemplars. 

• Actors that oppose 
accepted solution 
frame(s) are 
silenced. 

Table 2 - Expected observables for each part of the epistemic learning using analogical 

reasoning process. 
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