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token they often tended to resist more encompassing, and especially
compulsory, forms of insurance, which would abolish their relative
advantage, burden them with the risks of the less advantaged workers
and diminish their control over the arrangements that had covered them
exclusively.

There was yet another reason why unions often neglected to press for
social-security legislation: a generation gap. The workers’ movement,
and especially its militant wing, was future-directed: the young were in
the vanguard and at the center of attention.* Insurance against disease,
disability and old age or survivors’ pensions were more of a concern to
the elderly. They concerned a phase of life that many workers believed
they might never reach. Higher wages, shorter working hours and better
work conditions promised immediate relief. Thus, the issue of insurance
required a degree of foresight which young workers were slow to
develop.

For the workers’ movement to proceed from promoting the collectivi-
zation of risk protection to advocating its nationalization required some
confidence in the state and its administrative potential; but unions
needed most of all to develop nationwide organizations and a national
orientation. Trade unions, was well as employers’ associations, had to
develop an effective branch structure throughout the land with sufficient
administrative unity and ideological consistency to make themselves
heard in national politics. As long as they remained locally fragmented,
they were in no position to grasp the ramifications of problems at the
local level for the national economy and national politics. Much less
could they be expected to develop nationwide institutional solutions, let
alone support such proposals when they came from other parties.
Organization thus preceded and determined programs.

Unions had to abandon the hopes either of self-help or of imminent
revolution and to transcend the restricted identifications of locally and
occupationally defined membership before they could be converted to
national insurance. But this broader orientation could only come about in
connection with a broadening of the organization. Different occupations
had to join forces, sectarian divisions were to be bridged over, local
branches were to federate at the provincial, regional and finally the
national level. As so often in this process of integration, the driving force
was conflict: a struggle with opponents who equally found themselves
forced to form large entities in the process. Strikes and lockouts were of
course a prime reason for both employers and workers to seek
collaboration with their peers. If one company hired workers locked out
by its competitor, the stratagem would be self-defeating. If some workers
performed jobs refused by their colleagues on strike elsewhere, the
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struggl(_a would be lost at the outset." The process of amalgamation and
federauon of employers’ and workers’ organizations reveals man tralilt
i:,lh'thlf dynamics of state formation: it is an example of a ﬁgura}t,ion iri
intécgra t(i)é)rlla.onents compel one another to evolve to higher levels of
Th‘e mntervention of the state apparatus in industrial relations also
contributed to the expansion of the organizational scope of workers’ and
employers’ associations. Workers, employers and succeeding regim
were Fogether .involved in a continuing learning experience. Facto g]lax::
affecu.ng working hours, woman and child labor, product qualityrfloise
Polluuon and so forth prompted countless intrusions by gove;nmené
Inspectors and officials in the ongoing relations between workers and
management. These state bureaucrats introduced national rules and
;ﬁgSlderaUOps of nationwide relevance into their dealings with unions
by thc;)rélfstrrl;f;ss?;z'demonstrated the potential of compulsory regulation
Employers _anFl workers organized one another and were organized by
the State as it in turn was drawn into industrial affairs. Emplovers,
administrators and union leaders grew accustomed to dealing WIi)thyone’
another, whether they liked it or not. Government intervention forced
employers or workers to combine and articulate their interests at the
central level. With big towns and big industry came big government
matter W}{at the strength of protest or denial at the time. e

4.4 The regime

By the r.mddle of the nineteenth century a novel breed of bureaucrats and
acad.enuc experts were developing a practical science of public admini-
stration and many were eager to experiment with the exciting and
powerfql new machinery of government: inspectorates, nationwide
agency networks, registries and so forth. This evolving ste’tte apparatu
.provu.ied unprecedented career opportunities to young men Wh(l)) Il)md ng
inherited means of pedigree. The heroes of nineteenth-century govern-
ment expansion often came from lowly, bourgeois ranks and fougit their
Zva;; U? on the strength of their expertise, tenacity and commitment,
sji ezlzrez.irlstocrats who still believed it was all a matter of honorary
But polit{cians could hardly afford to be adventurous: they had to
balance their budgets and win the next vote, Where suffrage was
exFe{lded or where its extension was the scope of agitation workingg-cl sS
opinion began to matter more and more in politics. Acu'vist, adminjstrat?)rs
and reformist politicians contemplafine the mali ol oo 1 oS
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support envisaged a regime that might mcbilize the coercive, adl'nimstratwe
and financial resources of the state in a new venture: the e:s‘Fabhshr_nent of
compulsory national insurance.? Without such an activist regime no
legislation could be proposed, let alone implemented; government wa?
the necessary partner in any coalition that would festabl.lsh nationa
insurance. But an activist regime per se was not sufficient: it would. still
need support in the legislature, and thus in the country at large: either
from industrial employers or from organized workers or among both.

No doubt, this renewed reformist activism among Rolmcal elites was
motivated not only by the enfranchisement of the Wf)rkmg class, but a!so
by the experiences and the anticipation of war: findings on t_he defective
health of recruits prompted a Well-orchestratf:d campilgn for the
improvement of the living conditions of the working class.* The }oyalty
of soldiers in the new popular armies had to be securec.l by promises of
social reform. But, above all, mass mobilizations ngc;ssna_ted a regimen
of total provision and taught governments the administrative techqu}es
of large-scale health care or, in the aftermatl} of war, of exten§1v§
veterans’ pension systems: by the end of the _mneteenth‘“century suc
pensions were the major instrument of welfare in t.he US; by 1924? they
made up 13 per cent of total government expend.lt.u.re inF rance. The
total character of modern warfare also affected. civilian populaﬂox}s a_nd
thus compelled governments to take encompassing measures of rationing
and protection, which facilitated subsequent government intervention Hi
peacetime.* In this manner, the rivalry betwe.en states and the interna
oppositions between classes have both contrlbuted”to state formation,
and especially to the development of welfare states.

Summing up, farmers, small entrepreneurs an.d prpfes:sionals., roughly
the petty bourgeoisie, were opposed to _the nationalization of msurl:;mce
throughout the period. Their opposition had to _be overcome by a
coalition that would be effective both in the legisla'ture and in the
country. Without a sympathetic and committed regime no nagonal
insurance could be brought about. Such a regime hac! to wait until the
working class had gained enough political weight, until resistance fr(?m
large-scale employers had subsided suﬁ'"lc.:i_ently or even turned into active
support, and until administrative capabilities appeared adequatc? to c%rﬁ'y
through the project against opposition from the small bourgeoisie. The
regime thus occupied a pivotal position in a balance gf power betwe(??
the small property owners and the industriall classe§ VYhJC.h tended to shift
towards the latter with the momentum of industrialization. .
The institutional character of the insurance system depended on prior
forms of institutionalization, but also very much on the nature of the
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coalition that brought about national insurance. The regime might join
with large employers and create a system that would keep control away
from workers as long as they were exempt from paying dues. It might also
join a coalition with the unions, granting them a considerable amount of
control and levying contributions either directly from the insured or from
general tax funds so as to avoid having to rely on the employers’
collaboration. Finally, the regime could build up a coalition with both
employers and organized workers, resulting in a tripartite system of
control and finance. The latter required all three parties to accept
national insurance, whereas the other two strategies were feasible even if
one of the industrial parties involved was not willing to support a
compulsory nationwide scheme: opposition from employers might be

overcome if they could be bypassed in the implementation and financing
of the scheme through direct administration by state agencies and

funding from general taxes or directly paid beneficiaries’ contributions,

The regime might also combine with employers, leaving the unions out:

but for the scheme to be effective workers’ preferences had to be

anticipated.*

Out of this four-cornered struggle grew the state arrangements for the
accumulation of transfer capital in the half-century between 1880 and
1930. The process was very much complicated by the presence of all
sorts of insurance institutions at a lower level of aggregation; commercial,
union, company or mutual societies who fought to maintain their
acquired privileges and established positions and had to be bought off by
the regime or incorporated into its national schemes. One occupational
group, moreover, played a very special part in the development: the
medical profession which was to provide treatment for the insured and
non-partisan expertise in all cases of disability. But the basic dynamics in
the establishment of social security resulted from the slowly shifting
balance of power between the petty bourgeoisic and the industrial
classes, with the regime in a pivotal position.

5 The adversities of working life

The risks that threatened to disrupt the wage-earner’s life were fourfold:
disability, old age, disease and unemployment. In many countries the
financial burden of children was also considered to be a collective
concern.

5.1  Disability insurance

The first adversity that was recognized to be unpredictable in each
separate instance, yet predictable from the working camditinme wiehin o
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industry in its entirety, was disability as a result of accidents at work.
Here the improvidence of the needy worker was not a matter of moral
judgment, but the concern of formal legal investigation. Liability
proceedings were to establish in each case whether the employer or the
worker (or his colleagues) were at fault, and only if the first was shown to
have been negligent was compensation awarded. Paradoxically, never
was so much effort spent to demonstrate the claimant’s irresponsible
behavior and fraudulent simulation as in these lawsuits, which often

dragged on and on until the victim’s meager resources were exhausted in -

suing his employer. It was common practice for factory owners to
discourage workers from claiming damages through intimidation, by
making them waive the right when signing up for the company insurance
plan, or by buying them off with a pittance (and suggesting that in
accepting it they had forfeited their right to bring suit). By the last
quarter of the nineteenth century these compensation procedures had
fallen into disrepute everywhere.* Obviously, parties were too unequal
for the legal machinery to function properly and the notion of individual
liability began to appear increasingly irrelevant to the realities of the
industrial division of labor where the chains of causality might involve so
many people in any single accident. As a consequence, in many countries
the doctrine of risque professionel was introduced, waiving proof of the
employer’s culpable negligence and replacing it with the legal pre-
sumption of his liability unless there was clear proof of the worker’s fault
or no connection with work conditions could be proven at all. As a result,
the industrialists were forced to insure themselves against workers’
claims. This, in turn, strongly stimulated employer interest in industrial
safety.

Legal reform very much improved the chances for a worker to win
damages, even if they were often pitifully low. What remained a vexing
problem was the assessment of the residual capacity for gainful and
appropriate employment. This became the specialty of medical men, and
thus one of the first fields where medical expertise served to isolate and
neutralize, with the complicity of the parties involved, what was
essentially a conflict of interests between them, by redefining it as a
technical problem to be resolved by ‘non-committed’ experts (see also
chapter 7).

Once instituted, disability insurance quickly expanded beyond sheer
accident coverage. For lack of old-age provision, workers continued
working as long as they could and when they could not go on any more
were indeed permanently disabled. Chronic occupational disease and the
wear and tear of working life also came to account as disability, covered
by the employers’ liability and accepted as grounds for disbursement.
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Thus, the W_orking men’s disability schemes functioned vicariously as
old-age pensions plans. Once the parties concerned and the wider public
cguld be Persuaded that most industrial accidents and occupational
dlseas.es hit workers through no fault of their own and that such risks
were indeed structural features of the new industries, these incidents
came to be exempt from the moral discourse of the times as adversities of
a special kind for which special measures were appropriate. It might still
be hard for a farmer or a blacksmith to imagine that an accident could
occur through nobody’s fault in particular, but as long as legislators left
agriculture and small shops unregulated, opposition from this side was
more mo.derate than on other insurance matters. As legal precedent
changed in favor of employees, employers more and more sided with

femployees to seek legal reform.® To the degree that liability was

1mputed to employers, the risks were theirs and so would be the costs of a

national insurance scheme. In return, employers insisted on maintaining
‘control over the new administrative agencies. Compulsory emp]oyment

mmsurance would help them solve the problem of companies shirking

coverage anq thus saving on labor costs, while discouraging their rivals
from improving their schemes. It would also facilitate the adoption of a

contributory system which might tax the unsafest companies most

heavily. '

Unions, on the other hand, while insisting that the liability, and thus
the cost, be borne by the employers, were loath to leave the ad,judication
of dlsabl‘li’;yﬁcases to employers or their appointees. They realized that
some say over the management of the agencies would afford them a
chanc-:e to appoint union activists and to establish new links with a
yvorkmg-class clientele. However, the employers could arrange disability
Insurance very well without them, if they could solve their problems of
competitive advantage and the repartition of burdens among themselves
Thus unions often supported national schemes as a means of gaining at'
least some say in the control over the arrangements.

5.2 Old-age insurance

* Retirement in old age is a relatively recent phenomenon and it had no

part m traditional working-class culture.’! If factory work became too
exacting, workers would seek quieter jobs, return to the village they came
frf)m to work on the family plot or move in with their children to help out
with household chores. The traditional specters.of old age were disease

poverty and loneliness: to be helpless without someone who cared. II;
and of itself advanced age seemed no reason to withdraw from active life,
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nor a ground to claim benefits. It was physical deterioration, often setting
in at a relatively early age, that made some people more dependent as
they grew older.

Yet the reality of late-nineteenth-century poverty was such that the
aged made up the bulk of the most indigent. Rural communities
complained about the burdens the returning elderly workers imposed
upon the village chest. Investigators of the poor showed time and again
that many old people after a lifelong working career suffered abject
misery. This may have been due to the faster pace of industrial work and
urban life as compared to rural conditions, to the weakening of the ties of
kin and neighborly traditions of care and also to the fact that by the turn
of the century many more workers survived into old age, many of them
weakened without, however, qualifying for disability benefits on account
of injury or disease. This survival caught most workers unprepared. Old
age now became a social problem in its own right.

One problem, moreover, that was particularly hard to deal with:
actuarial Statistics could only measure the average life-span at a given
moment, not predict it ten, twenty, forty years ahead. And probably
because of improved sanitation and nutrition, people survived longer
than statisticians and insurers had expected them to. Disabled workers
continued to live longer with their impairment than had been calculated
and their benefits weighed heavily upon the funds. The elderly who had
no specific disablement found themselves without any livelihood but
charity and the dole. Any arrangement for old age would have to
guarantee its benefits fifty years or more ahead, if young workers were to
put their trust in it. This uncertainty of remedy required institutions of
exceptional robustness over time. The alternative was, of course, to make
people who were then working pay for the pensions of the aged at that

time. But this required either uncommon altruism, or the same
uncertainty of remedy had to be dealt with by guaranteeing that the
contributors would benefit later from the contributions of subsequent
generations. The notion that one and the same compulsory pension
scheme could ensure the future pensions of those presently working and
pay out of current contributions the pensions of the presently retired
seemed a frivolous, if not fraudulent, sleight of hand to the solid, saving
public. But obviously, both a fully capitalized scheme in which
contributions are accumulated and reserved for the generations that paid
them, and a revolving fund, in which current benefits are paid out of
current contributions, involve a guarantee lasting a lifetime. Not only the
experience of the mutual associations, but also the record of commercial
insurers and company pension plans showed that this was a very long
time-span to bridge without failure. Only the state, which had long been
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tl;lﬁ rt?ye 21;51;1}3;,8 of issuing bonds with the promise to pay them back in
years, seemed to be an instituti i i
pe]rzmanence to inspire such confidence." Hom Wit sufficient
- };ﬁglgot}];e;; l;zd little reasl(‘Jjn ;:o oppose pension schemes: such plans
case out elderly workers and relieved
| m to . the company of
pressing obligations to its retired em ce, th
: ployees. It counted of course, th
payroll contributions, levied one wa o wage
ibuti y or another, would add t
costs, but this did not affect th , equatly
. e terms of competition amon
_ . . - . e uan
ia(l)bor Intensive companies within one industry and it even g;gveqlargz
« }Ilr;lj)rar:;l;; clerm a 'Itcilwg labor-capital ratio an edge over small enterprises. ™
' n wi € consequences of increasing lab .
International terms of trade at tim i S ployors o e
err es united large employers agai
. : nst a
pension bill, but it rarely seemed to outweigh the advantages of ag sec
and loyal workforce. e
va':l"o.dl.arge-scalt? employer§ and to ambitious, activist regimes the
offel:;dutlg at;r;i_n;)lnl ?fla national pension scheme was the opportunity it
o establish lifelong links with individual work i
the company ol 1o wi ual workers, tying them to
e state by giving them a stake in th i
transfer capital. What stood i roject s the g
. in the way of the project was th
_ ; e sheer
enormity of the numbers and sums involved, an unprecedented financial

venture which began to inspire \
to work. g pire general confidence only when it was seen

5.3 Health insurance

gﬁ:ﬁ’t zciis an .nllcvol;llnt;ry and transient state of incapacity to work
ed a risk which was relatively eas i i ’
: to imsure: it would b
expected to strike at random, and th e cx \
. ' , us quite evenly, among a population
;tls; co:tsdat the time were limited to some medicine, a little tIr)e;)tment ii’
Ah)lr-’ms? ~ most Important - cash benefits to replace earnings lost
himo iIlever_yone had beeq s_1ck at some time in his life and could expect
el Ifwlgaunasol t!lat partlmtpfnts In a scheme could readily identify with
and claimants in their midst. Prob] i i
isonsae mand clai t : . ems arose with contagious
ed to afflict a sizable proporti ici
: portion of participants at the
;ﬁz nl?e a%d th'us exha.u_st the funds’ resources in a single stroke. But in
ime e(;n eerlge If:cn‘uc Tut{ucé)al and central governments might intervene
y relef. Greater difficulties were cr i
e ted by chr
conditions, such as the degenerative di iny especiall
. ative diseases of advancin i
) g age, especiall
since nineteenth-century factory workers were more pronc’: to thesz

affliot:
tl11”ﬂlct10ns than were the more comfortable strata. The main problem was
at workers survived lonser tham ewmecen 3 . 1 o o pRUUIC
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calculated in mid-century, and that they often survived with a chronic
affliction or a permanent disability which entitled them to benefits. Only
where accident insurance was extended to cover permanent disability
from any work-related cause could sick funds transfer these liabilities to
other agencies, if and when the ills could indeed be shown to be
connected to working conditions.

The insurance of chronic disease is thus very closely related to
disability and old-age insurance: costs of treatment and income

maintenance increased sharply with age and as people lived longer and -

more medical remedies became available, the increase became so much
steeper.™ _

The poor, too, represented bad risks for health insurance. But once
infectious epidemic diseases became prevalent, the correlation between
poverty and ill health weakened, and inclusion of the lowest income
groups became less of a threat to the funds’ solvency, if means could be
found to finance their dues, and the elderly, again, formed a growing part
of the very poor.

The feasibility of health insurance on the one hand and its importance
on the other very much depended on the risks covered; if chronic and
degenerative diseases were insured under other schemes a relatively
straightforward actuarial set up remained. Accordingly, most countries
have insured the risks of lasting disability by other means, usually with
considerable government participation.™

Free competition among relatively autonomous sick funds would still
result in the exclusion of the most vulnerable, unless the state compelled
the funds to admit them. But an obligation of this sort could only be
made to work if the government compensated the additional costs of
insuring the poor, which it usually did, sometimes through a national
equalization fund.”’

Health insurance has nevertheless remained controversial for two
reasons mostly: participants may take a few days off with a minor
complaint, which in the eyes of others may not warrant their absence
from work. Countless measures have been devised against such
unjustified absence: the custom of not paying for the first few days of
illness, the Carenzzeit, for example. But this penalized genuine patients
and was greatly resented. It was gradually abolished in most countries.
What remained was the obligation to remain at home for a visit by a
medical inspector. '

This touches upon the second source of perennial conflict in health
insurance: it depended from first to last on medical doctors and
continues to do so to this day. Doctors had to decide whether illness did
in fact justify absence from work, doctors had to prescribe the treatment
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. .
sggpﬁfddliime the funds were to pay for and doctors and pharmacists
Mgdlcal insurance transformed the latent need for care into
effecgve a.nd informed demand for medical services. and doctoan
orgamzfad Into a profession which obtained a state-protez:ted mono ois
fo.r their supply. The health insurers, on their part, also formf:dp a1§1,
oligopoly or a monopoly with state protection, but instead of limitin
deman(.i, they increased it enormously. Accordingly, the medica%
professmn and the health insurance needed each anothe’r and resented
their n.lutual dependence. A tenacious power struggle ensued: in some
countries, for example France, Germany and the Netherla.mds the
.medlcal profes.sion succeeded in gaining considerable say over h’ealth
nsurance and in controlling the demands, as well as the supply side, of a
medlca}l economy financed by continual rate increases: in (;ther
countries, such as Britain or Italy, doctors became the emp,lovees of a
national health system, although there too, they maintained a [iegree of
control over their terms of employment and practice. In many less
advanced economies and in the United States the medical profession
secured a state-protected monopoly, but continued to resist a state-
.controlled health system, even if it meant that demand among lower-

Income groups lagged for lack of finance. i

Much' depended on timing: initially many individual doctors of a
progressive bent supported health insurance. But intervention by the
government or the societies provoked countervailing organization amon
doctqrg Professional leadership was usually recruited among the mos%
prestigious practitioners, who identified strongly with private practice in
a competitive market and accordingly opposed the collectivization of
medical care. If a strong and unified system of health insurance had
developed in the meantime, it could overcome the opposition it had itself
engendered. If the system was more fragmented, the medical professio
succeeded in setting the terms (see also chapter 7). ’

5.4 Unemployment

Of all !the hazards of modern industrial society, unemployment is the
most dz_fﬁcult to insure. First of all, it is not an event that strikes one
person independently of another; rather, like contagious disease, one
case increases the odds that others will follow. Unemployment, like
epldem'mS, comes and goes in waves, which may be cyclical, but rf;main
unpredlctablt?. This makes for a very uneven accumulation :)f risks with
all the actuangl problems that come with it. Commercial companies have
therefore avoided unemployment insurance and left it to unions and
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mutual associations which were especially ill suited for the task, as their
members usually shared the same occupation.

Secondly, it is difficult to decide whether someone is in fact
involuntarily unemployed and whether he does not secretly work on the
side. These problems of adjudication and investigation have become the
province of specialists, but not of an academic profession which by its
authority might have shielded administrators and applicants from one
another, in the way doctors function as arbiters in sickness and disability

insurance. Moreover, an unemployment fund may be used for resistance -

pay for dismissed activists and to support workers during a lockout or a
strike. Employers and authorities were accordingly suspicious of such
funds and often did what they could to disband them. Finally,
unemployment benefits put a floor in the labor market below which
wages can not sink. Opponents have objected that such benefits only
serve to increase unemployment since wages are kept artificially above
the level where demand for labor would increase again and of itself
absorb the unemployed. Others have argued to the contrary, that these
benefits have a ‘multiplier effect’ by increasing effective consumer
demand and thus stimulating business.

The very term ‘unemployment’ suggests that continuous, regular
employment is the normal state of affairs: anybody who is not sick,
disabled, very young or very old, or busy taking care of a family, is
expected to hold a steady job. The bourgeoisie of early industrial society
could not bring itself to believe that people might be out of work through
no fault of their own.”® Nor did the canons of classical economics do
much to relieve its suspicions: in a free market an oversupply of labor
would be absorbed once wages began to fall and demand picked up. If,
nevertheless, sizable numbers of people remained without work, they had
to be unwilling to seek it. During the 1880s such simplistic ideas were
refuted by a series of investigations among the poor. Moreover,
economists were discovering the trade cycle and showed that unemploy-
ment was a characteristic of the economy in its depression phase, and
thus the outcome of a societal process rather than the result of an
individual disposition.

Nevertheless, the unemployed were treated as the other poor, but with

a penalty for being sturdy and healthy: their condition had to remain

worse (‘less eligible’) than that of employed workers, the incentive to
work was to be instilled through stringent relief conditions and under the
threat of the workhouse. Incessant admonition, education and inspection
were to stamp out all remaining sloth and vice.

By the turn of the century philanthropic attempts to raise the morality
of the poor and idle began to seem increasingly irrelevant as the

| E———
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economic causes of unemployment became more apparent. Reform of
the labor market seemed to make more sense and labor exchanges were
set up for the purpose. Some officials even played with the idea of
public-work projects for the unemployed to keep them from the relief
rolls and to prevent radicalization and disorder. At the beginning of the
twentieth century municipalities on the continent began to subsidize
trade-union unemployment insurances: the ‘Ghent system’.*® Such
schemes were voluntary and covered only the better-off workers which
made up most of the union membership. The unions, on their part,
resisted extension of these plans as it might tempt the ‘bad risks’ to sign
up, pay a few weeks’ dues and next claim benefit. Disbursements tended
to be very low, but even at those levels they quickly exceeded the unions’,
and even the municipal, means since unemployment tended to concentrate
in specific occupations and localities."® For the great mass of the
unemployed there was not even insurance, only charity and the dole.

Employers by inclination resisted arrangements that tended to keep
wages above the market level. And in the single firm, of course, risks
were accumulated, not spread. Independent company plans thus played
scarcely any role in unemployment insurance: companies that were
laying off workers could least afford to support them.

In the end, there remained no alternative to the state as the final
carrier of unemployment insurance. But even ambitious administrators
shrank away from the risks involved in a nationwide unemployment
scheme. Thie-early laws, in Germany and England, were passed in a
mood of optimism during times of economic boom, and once the
financial pressures of mass unemployment fnade themselves felt, they
had to be supplemented with massive relief grants. Only in the United
States was an unemployment insurance scheme enacted in the midst of
the Depression; France and the Netherlands weathered the crisis of the
1930s with grants-in-aid to municipal and union schemes and with
massive, but niggardly, poor relief: these countries adopted a national
unemployment insurance only in the fifties, in a period of unprecedented
economic growth and national consensus on social security. By then,
Keynesian theory, the experiences of the Great Depression and the
wartime economy had taught governments how to use public expenditure
to maintain full employment. And here another fundamental difference
from other forms of social insurance emerges: disease, disability and
aging are quite independent of government policy, but unemployment
can be manipulated by government intervention in the economy. Full-
employment policies turned out to have their price: inflation. At present,
the total volume of unemployment is no longer considered an external
riSk, but rather a dependent variable of tatal ecnmmmmie melicge +hhoa ;o ope L
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unemployment benefits enter the caiculations as one item among others
in the determination of policy.

As a result, those who cannot find jobs increasingly consider
themselves victims not of fate or of the market’s hidden hand, but of
government policy, especially since the government itself has become the
largest employer by far, an insistent promoter of economic investments
and a habitual subsidizer of companies in economic distress. Unemploy-
ment insurance, which never functioned very well when it was really
needed, may now be better understood as a system of special taxes and
retunds in and out of a general reserve for those who cannot be employed
against a regular wage. But the very fact that the state accepts
responsibility for the employment of its citizens (sometimes even as an
article of constitution) and that it is held accountable for it, reveals how
far the collectivization of care has proceeded: because unemployment
has become a matter of concern for the central state, it has been
transformed from an individual adversity into a calculated outcome of
government policy for which indemnification is due. The problems of
unemployment in its modern form can be solved only by a more even
distribution of jobs among the population.

5.5 Family mages

It is hardly surprising that family allowances were introduced first and
most widely in Catholic countries, where official opinion ruled out family
planning. Under these conditions, procreation and pregnancy might be
considered a hazard of adult life, not at all undesirable in itself, but
causing a financial burden to be covered by some kind of insurance. A
moral concern for the survival of the family as an institution inspired the
movement for family allowances: the conditions of urban-industrial life
.were thought to undermine the traditional bonds of marriage and
parenthood among the lower classes.

Factory owners preferred married men and fathers for being more
staid and reliable workers, and were willing to supplement their wages.
On the other hand, this policy might worsen the company’s competitive
position in relation to that of its rivals. Especially in France, Catholic
employers set up amalgamated funds to equalize the costs of family
allowances.

Unions and social-democratic parties opposed family wages as they
afforded employers undue influence upon the way of life of their
workers. They insisted, moreover that wages should be adequate to
support a family, without extra allowances.

The state was drawn into these family-allowance schemes in order to
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equalize burdens more evenly among employers. Its interest was very
much activated by a concern with overall birthrates. These tend to
decline in the course of industrialization. The aftermath and the renewed
threat of war made this a pressing issue in France and also in Nazi
Germany.

Entitlement to family allowances is one kind of transfer property, but
even more than other transfers, these benefits tend to shade into ne-gative
taxes. In fact, in most modern countries, tax deductions are granted
according to family size, whereas in many countries wage taxes are
collected to finance family benefits under a national scheme. Under
contemporary conditions, reproduction is hardly a chance event and only
a feW children are born per couple. Financial considerations seem to pla;f
a minor role in family planning. F amily allowances are best considered as
a means of distributing taxes more equitably.

6 The beginnings of social security in Western Europe
and the United States

6.1 Bismarck’s beginning

The first nationwide compulsory insurance scheme against income loss
was established in Germany by an authoritarian and activist regime par
excellence: Bismarck’s all-German government. It was imposed against
Fhe resistance of the workers’ movement®' and against much opposition
in parliament, mainly with the support of the leadership of the Central
Association of Industry. Bismarck’s personal share in the project has
been minimized,® the efficacy of his legislation has been doubted — with
sounder reasons® — but the priority belongs to his regime: the scheme
became the model for other countries and in its broad outlines has
survived two World Wars, National Socialism and foreign occupation as
the foundation of the West German welfare state.*

N_ational insurance came about in the Kaiser’s Germany under most
particular social and political conditions, but this uniqueness does not
warrant the treatment of its emergence as an exceptional case without
implications for developments elsewhere.

Bismarck’s project reveals many essential traits of the social laws
which other countries were to adopt in the next half-century. His was an
effort at state-building, quite self-consciously designed to sfrengthen the
new German state apparatus® and to improve its ties with the industrial
wo_rkmg class whose Marxist leaders at the time proclaimed it to be
‘without a fatherland’. Bismarck envisaged a class of state pensioners
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loyal to the government and wary of any change that r{light threater} their
small benefits, people without property and yet Wlth. a stake. in Fhe
political order.®” His short-term goal was to stem Fhe rapidly swelling tide
of the workers’ movement by providing a social cqmplement to tl'le
repressive Socialistengesetz (1878-90), the IS:W against tl.le Socialist
Movement.* More carefully disguised was the intention to sidetrack tbe
Reichstag, the parliament of the German. state, })y bullng a corporatist
system of workers’ and employers’ administrative bodies which was to

S . . AN
take over the Reichstag’s functions in social and economic legislation.

None of these objectives materialized. The Socialist Party grew even
more quickly after adoption of the insurance laws, p:flrhamentary
influence increased, the corporatist structure was never realized anfl .the
positions in the insurance system were mannec! mostly by labor activists
who found shelter there in a society where slirﬂée leaders and left-wing
itators were routinely dismissed or even jailed.
agrlliTational insurance ﬁid succeed in creating stronger bonds‘between
the German workers and the new state. It may well I%ave contributed to
the Socialist Party’s historical decision to collaborate in th_e war effort in
1914, since by then numerous union a'nd party ofﬁ(flals }.1ad been
integrated into the state’s fabric as executives of t.he national insurance
system. And, most important of all, insurance prm‘flded the wage—e.arnersf
with a new, institutional alternative to the private accumulation o
pr(l);ftr tgven though Bismarck appeared to ignore the trade unions and
bypassed the political parties in the Reichstag as much as he could, hef
did not simply create national insurance by decree. It was a feat o
careful, albeit groping, coalition building and astute exploitation of the
ition’s weaknesses.
OPI(D}O:QE)CL Rimlinger” and, more recently, Peter Flora” apd Hans
Albers” have pointed out that before 1900 qompulsor}f insurance
schemes were adopted mainly by authoritarian regimes, anq in countries
where industrialization had not yet progress:ed very far, in Ger.ma.ny,
Austria, Finland, Sweden and perhaps Italy:“ Clearly, the autbontanan
political elites in this manner attempted to circumvent the parties and to
reach out directly to the working masses so as to secure.thelr lpyalty.
However, Rimlinger’s suggestion and Albers’s supporting ev1'de1}ce
accord with a different interpretation of events. In these autl.lontarrfm
regimes, primarily in the Kaiser’s Germany, not only were mdustr;lal
workers effectively excluded from government power, as they were at the
time in many parliamentary democracies too, _but the petty b<-)urge-o%51e
alsq had little influence, considerably less than in th.e democratic POllthS.
The earlv social legislation of authoritarian regimes contradicts the
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hypothesis that working-class strength prompted such initiatives, but it
does correspond with the view that the weakness of the petty bourgeoisie

 facilitated them. Small property-owners carried little weight in the
politics of Wilhelmine Germany; the rural nobility of the Funker, the
industrialists and the bureaucrats all the more.™ As long as rural interests
were not threatened by the new legislation, a coalition of the regime and
large-scale employers might overcome the opposition of the petty
bourgeoisie, divided as it was within the Catholic Zentrum Party and the
bourgeois liberal groups.” The regime could afford to do so, because the
defenders of liberalism and small property had failed to gain access to
state power after 1848 and remained outsiders thereafter. But this
relative independence from middle-class pressures also implied a lack of
support which made the regime all the more sensitive to the vindications
of another stratum in society, the new industrial proletariat.

The coalition that carried national insurance through the vicissitudes
of German politics was one of the three typical alliances that may bring
about the scheme: in this case, a coalition between the administrative and
political elites on the one hand and large-scale industrial employers on
the other. A good deal of the preparatory legislative work was done by
leading figures in the Industrieverein, and the leaders of this association
personally pushed for adoption of the scheme, closely cooperating with
Bismarck’s civil servants.”® As is well known, national insurance was
adopted in_Germany without the support, and even without formal
consultation, of workers’ organizations. But this did not mean that
workers’ preferences were not taken into consideration. On the contrary,
Bismarck appealed to the workers over the heads of their leaders whom
he himself had outlawed.”” This was as clear-cut a case as ever occurred
of Karl Friedrich’s ‘rule of anticipated preferences’: the workers
exercised their influence not by direct articulation of their wishes, but
because the designers of the scheme anticipated what they might want.

By 1880 the German workers had developed a large, united and
politically most articulate movement, and an extended network of sick
funds and union insurances. They had by then begun to overcome local
and occupational identifications and to develop a broad orientation
toward national politics. But both for ideological reasons and because of
its repressive policies, the Socialist workers deeply mistrusted the regime
in power. Although they did not reject state intervention offhand —
August Bebel even advocated it in parliament and after 1890 the Social
Democrats were to operate loyally within the existing structures — at the
time they could hardly ally themselves with their archenemy Bismarck,

nor were they ready to surrender control over their own insurance funds.
Thiie +ho smmct oxdfe® o 1 o R




Social security

neutralized through state repression and its own withdrawal into radical
positions, while the more reform-oriented part was busy entrenching
itself in unions and funds of the workers’ own making. But once national
insurance was adopted, the Social Democratic elite was quick to perceive
and to exploit the opportunities provided by the representative com-
mittees that managed the sickness and pension funds and the potential
these institutions might have for organizing the working class. On the
whole, the Social Democratic leadership keenly gauged the insurance
schemes in terms of the power chances they afforded in the class
struggle.”

The preferences of large-scale industrialists played a much more
immediate part in shaping the scheme. In Prussia especially they had
been closely allied to the state bureaucracy, both by political alliances and
by means of economic regulation. For a long time many companies had
operated their own insurance funds under state supervision and large-
scale entrepreneurs had little reason to oppose insurance as long as the
government protected them against foreign competition with tariffs and
maintained the relative advantages among domestic rivals by unitary
regulation. Many of them were quite willing to accept part, or even all, of
the costs of insurance if this would leave them master on the factory floor
and in full control of the funds’ management. This counted especially in
accident insurance, where safety was an issue that might provoke
intervention from outside agencies.” On the whole, and especially in the
first stages, the Centralverband and the regime found themselves in close
agreement."

The regime sought ways to domesticate the labor movement and
create closer links between workers and the state. It had, therefore,
strong interests in controlling the system to be set up, strong enough to
be ready to pay a price. It did not shrink back from the task of building an
encompassing administrative network to manage the insurance systems;
on the contrary, this is what the German state-builders wanted in the
first place. It was willing to contribute to the costs, if that was the price of
control, and it was even ready to underwrite the actuarial risks of the
system. Greater gambles had been accepted by Bismarck’s regime in
founding the state and expanding its influence in competition with its
neighboring nations. National insurance was very much seen as part of
the nation-building effort that went with state formation. A strong and
nationalist labor force seemed a necessity if Germany was to play its role
in the rivalry between states. Inasmuch as this was also an economic

rivalry, employers could not be expected to foot the bill entirely, since
this would weaken the economic terms of competition with their rivals
abroad. But in return for state support by means of legal coercion and
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financial subsidies (paid in part from protective tariff revenues)
employers had to go along with a system that was to be compulsory for
them too. )

There was, finally, another circumstance that compelled entrepreneurs
:cmd' the central government to propose reforms: under the old Poor Laws
indigent workers had to return to their place of birth for relief, but the
rural communities were incapable of supporting them and sent them
back to the towns where they had last worked and where they became a
burden to the local authorities. !

A brief review® of the legislation may serve to trace how the
preferences of the coalition partners were realized and those of the
workers anticipated by the designers.

I'n the.18805, three major compulsory insurance laws were passed: on
accident insurance, disability and sickness. The first, the Unfalkeersicherung
was also the most controversial and had to be re-submitted twice beforoe,
1t was enacted in 1884. The Employers’ Liability Act of 1871 had made
employers liable for accidents at work unless the worker’s negligence
could be proven. Accordingly, insurance contributions were levied from
employers, united in Berufsgenossenschaften (trade associations) for the
management of the insurance and for the promotion of industrial safety
under the supervision of an imperial insurance office. Accident victims
would receive two-thirds of their wage, or less according to the degree of
disablement. :

The S,%gﬁlgess Insurance Law was passed in 1883. It was financed by
emplc?yers’ and workers’ contributions, for one- and two-thirds respectively
an_d implemented by a variety of recognized sick funds already 1r;
existence or to be established for the purpose. The scheme was manéged
by. committees manned for two-thirds by workers’, and for the remaining
third .by employers’, representatives. Benefits consisted of medical care
and sickness pay equal to half the wage sum for thirteen weeks at most
after. a Carenzzeit (waiting period) of three days.

Disability insurance, finally, was enacted in 1889. It was financed
undel.f a full capitalization system® from employers’ and workers’
contributions in equal parts (in declining proportion to wages earned)
and l_)y_ the state with a fixed yearly addition to each pension disbursed,
Adn.nmstratlon was the task of semi-autonomous public insurance
bodles under elected management in every Land of the union. The
Insurance provided for a pension of two-thirds of the most recently
ez_arned wages after at least five years of contribution in cases of complefe
disablement, workers over the age of seventy qualified for a pensiop if

they had contributed for at least thirty years, surviving widows receiyved
29 per cent of their late husband’s former wage. No unemployment
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insurance was proposed, this remained the province of the trade unions
until the law of 1927,

Accident insurance most fully embodied the interests of the regime
and the large-scale employers, effectively excluding workers from any say
in its workings, but at the same time exempting them from the costs. In
the sickness and disability insurance the regime and the employers had to
allow for the vested interests of the many funds already in existence.
Moreover, they knew that the sums involved in the pensions were bound

to expand to astronomic proportions and this too prompted them to opt -

for combined employers’ and workers’ contributions under a capitalization
system together with state allowances. As a corollary, they accepted workers’
representation in the managing bodies. In doing so, the regime laid the
foundation for the subsequent tripartite coalition that was to maintain
and expand social security in Germany for the next forty years and that
was revived after the Second World War to realize the West German
welfare state.

With hindsight, it is difficult to grasp the full scope of administrative
innovation embodied in the insurance institutions of the Kaiser’s
Germany. Its principles have remained the guidelines of compulsory
national insurance ever since and showed themselves quite compatible
with the subsequent extension to new groups of the population and new
fields of coverage in Germany and elsewhere.

6.2 The British breakthrough

The next wave of social innovation came almost twenty-five years later,
in Britain, where the working class had a longer history and was more
numerous and better organized than anywhere else. But here too, the
initiative was mostly with an activist regime of politicians out to conquer
the working-class vote and administrators eager to try the new
techniques of government. In England, however, large-scale employers
hardly played a part, while the essential support in passing the pension
and insurance laws of 1908 and 1911 came from the workers’
organizations.

Capitalist entrepreneurs had played an increasingly important role in
English politics at least from the 1830s on. Free enterprise and private
accumulation counted as the sole avenues to individual success and
national prosperity, while more étatiste policies met with fierce opposition.
Yet, throughout the nineteenth century the central state had increasingly
intervened in education, sanitation and poor relief Under the Poor
Law of 1834 a very differentiated system of local relief had developed,
not always as miserly as it has been depicted® and with much more
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central Zinax.lagement th-a\n appeared.®s Such state intervention was
brompted time and again by the perennial imbalance between local

umofn funds constituted a third circuit of maintenance, one that provided
got or paupers, but for rf?gularly employed workers, not from rates or
onations, but out of their own pooled contributions: here voluntary

- 'I.‘hu_s, around 1880, a triad of very elaborate and quite viable
ms’g?uuonal arrangements operated in Britain; this, together with the
political pressure from small property-owners, explains in large part why
comRulsory 1nsurance was not enacted for another thirty years. These

sc;'enti.sts —as thfay would now be called ~ were more directly involved in
tl;s Dbrise de conscience and were more closely associated with policy desjgn
than ever before.®” And throughout the debate Bismarck’s legislatjon

served as a point of reference,
More Jrmmefame o1
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aging members who lived longer than rnid-.ccntur.y _statistics had
predicted and claimed sick pay for the chronic afﬂlctlons. that now
disabled so many of them. In Britain, also, I_lealth and disablement
benefits functioned as a disguised old-age pension. Only the specter of
bankruptcy persuaded the societies in the enq to accept a state-pension
scheme and this completely altered the polingal balal_nce‘ on the issue.
The unions, who were not themselves involved in pension insurance, had
no reason to resist state interference in this field and supported the
massive campaign of the National Pension_Cor-nrnittee. . .
The catastrophic defeat of the Conservatwgs in the e.ICCthI.lS of 1906
brought a Liberal Government to power W'lth a radical wing around
Lloyd George in the Treasury and Chu.rchlll in the new Board of Trade.
They formed the core of an activist regime which by means of a program
of social legislation hoped to combine its shor.t—te.rm elf_:ctoral goal of
overcoming the labor vote with thelong-ter'rr'l ob)ecgve (;)Uf integrating the
working classes into the mainstream of British society. Funds were to
come from savings on Poor Law relief and from ta_nffs tha"c favored trade
with the overseas possessions and thus promoted integration at the level
of the Empire, as social legislation was to foster it at the national level.
An activist regime was in power, while in the country a bro.ad a_nd well-
organized base of working-class support for social legl_slanon had
emerged. The Pension Act of 1908 was the_ result of a coalition be‘cvveezlr
regime and workers,”" as clearly as the Accident Insu_rance Law of 188
in Germany had been the product of a coalition of regime and employers.
Under the British pension scheme employers were completely excluded
from control: the pension was noncontributog{, financed from ge:neral
taxes and paid at the local post office to every citizen over seventy v.v1th an
income of less than £26 a year.”? This accorded quite closely with the
unions’ demands which had served them as a rallying cry for many years.
‘It was a pension for the very poor, the very respectable and the very
old’, writes Pat Thane® with hindsight — but it was also an unprecedented

breakthrough:®*

To the aged poor it seemed unbelicvable that one cpuld collect 5s. .simpl_v
by coming to the post office on Friday. Particularly in the country villages,
u-nsuspecting postmistresses found themselves showered w1t.h apples and
flowers from pensioners’ gardens in gratitude for the simple act of

distributing money.

The employers had little to do with the enactment qf state pensions.
Although the Chambers of Commerce had criticized its costs and the
Charity Organization Society had objected to the absenf:e of any attempt
to reform the recipients — an effort so central to charitable activities —
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many employers had supported it as a contribution to industrial harmony
and thus to productivity.”

In the next wave of legislation the risks of disease and unemployment
were to be provided for. But in the meantime the noncontributory
principle had lost adherents, first of all because of it costs, but also
because to many it still smacked of the Poor Law dole.® More
importantly, across the nation and for many years, unemployment and
health insurance had been the province of the unions and Friendly
Societies. In these fields they had not run up against the same actuarial
troubles as in old-age insurance and they now insisted on keeping
control of their affairs even if it had to be at a price to their members.-
They insisted that contributions were levied from workers, as from
employers, with the government adding its share. On the other hand —
for the health plan much more effectively so than for the unemplovment
scheme — compulsory state-subsidized insurance did solve the unions’
and Friendly Societies’ perennial dilemma of having to exclude the
poorest workers or to accept increased risks."’ :

Part I of the Bill, dealing with health insurance, was originally
intended to provide for survivors’ pensions. But here the regime faced
the opposition of the Friendly Societies, and, .quite suddenly also the
rather more formidable forces of commercial industrial insurance with
its well-organized army of some 80,000 collectors. These men were in
the very profitable business of burial insurance and feared that once
widows_could count on a pension they would no longer worry about
burial costs. The Bill’s tortuous history in and out of parliament was very
much the result of political conflict on other, unrelated issues; organized
employers and employees had little part in it, but the commercial
insurance business staged one of the earliest mass campaigns of modern
politics. Medical men were to follow their example soon after the bill was
passed.

In the end the Act allowed ‘approved societies’ to manage the scheme:
these included both the Friendlies and the commercial companies who
had managed to get into the act without ever before having been involved
in sickness insurance. Contributions were levied from workers at 4d. a
week, from employers at 34., and the government added 2d. to finance
the extra costs of elderly subscribers.”® This covered sickness pay at 10s.
for twenty-six weeks at most and after that disability pay for an
indeterminate period of time. It also paid for ‘ambulatory’ medical care
and for medicine from doctors included in the ‘panel’.” No hospital care
was provided, except for tuberculosis, a contagious disease with obvious
external effects. The Act was radical in one respect: it covered all
workers, even domestic servants — a subject of great outcry: it even
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compelled ladies to lick stamps for their maids. Dependents remained
outside the schemes, except for maternity benefits.

Although the regime around Lloyd George was essential in bringing
about the health insurance, it hardly did so in coalition with organized
employers or employees: the vested interests of the firmly and widely
established Friendly Societies and the rising forces of commercial
insurance and medical professional groups came to dominate in the
power struggle. Workers and industrialists seem to have accepted the
tripartite division of burdens quite passively, without protesting against
the regime’s concessions to the friendly and commercial insurers.

Workers’ and employers’ organizations were much more involved in
unemployment insurance, and in this instance the regime broadened its
base by seeking support from employers also.

Local authorities had-shown themselves particularly powerless in
relieving unemployment: ‘isolated local attempts to give assistance or
employment to the unemployed were a hindrance to labour mobility and
positively attracted workmen into distressed areas. Moreover, the
adequacy of local resources varied inversely with the needs of the local
unemployed.’1% :

With the Depressions of 1879 and 1908 it had become increasingly
clear to the public that individual cases of unemployment were particular
instances of a general phenomenon, associated with the economy as a whole
and quite independent of the virtues of the particular workmen affected.®*

But these insights did not of themselves point to a remedy. As has
been pointed out before, unemployment is a cumulative risk and at the
time it was even considered ‘an uninsurable risk’.’? The one prior
example of compulsory unemployment insurance, an experiment in the
Swiss canton of Saint-Gall became a monitory example of failure. Ever
since, authorities on the continent had preferred to subsidize voluntary
union insurances according to the Ghent system.'® Bismarck had
avoided the matter of compulsory unemployment insurance and in
Germany legislation did not come until 1927.

Nevertheless the regime proceeded with a national unemployment
insurance, insisting on compulsory membership precisely because of the
dilemmas inherent in any voluntary arrangement. Beveridge and
Churchill advocated an employers’ contribution, because in the long run
insurance would improve the quality of the workforce to their advantage,
and employers were the ones to hire and fire in the first place. Churchill
wrote: ‘Unemployment is primarily a question for employers . . . Their
responsibility is undoubted, their co-operation indispensable.””®* The
employers, however, were divided on the issue, with leading opinion
tending to favor insurance.!%®
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_ The Friendly Societies were scarcely involved in unemployment
insurance, commercial companies stayed far from it, but unions. had
become increasingly active in the field. Their concerns had to be
accommodated first. In no case should the unemployed be made to
accept work at a wage below standard or forced to cross picket lines. Nor
should existing union insurances be taken over by the government.
Under the terms of the act of 1911, employers and workers were to
contribute equally, 2%4d., the government somewhat less. Unemployed
workers would receive 7s. a week against every five weeks of contribution

paid for fifteen weeks a year at most. The scheme was limited to some -

2.5 million workers in construction and heavy industry and was extended
to other trades in later years.'® A network of some 1,200 Labour
Exchange agencies was set up under a new government department in
order to bring together labor demand and supply more efficiently (and to
test the recipient’s readiness to accept employment).'” Benefits were
paid by the exchanges and by the unions to their own members. Disputed
cases were to be adjudicated by panels composed of employers
nominated by the Board of Trade and by elected workmen’s represen-
tatives.!%®

Unemployment insurance was essentially a tripartite arrangement with
the state in a position of dominance. The coalitional base that supported
social legislation after 1908 was broadened to include the employers,
although;ftﬁ_rriparﬁte relations among the partners remained very tenuous.
Unemployrient insurance did not involve commercial interests as the
‘health business’ did. As it stood, it covered only the stronger industries,
steering clear of economically more precarious branches.

British national insurance began as a government initiative with labor
support, bypassing employers as much as possible. It soon grew into a
iripartite enterprise, as large-scale employers were persuaded to support
!egislation. Unemployment insurance had been the most ambitious
initiative, but in later years its financial base proved incapable of
supporting the burdens of mass unemployment: it turned into a massive
open-ended relief system. However, the groundwork for social security
had been laid and its shortcomings did not turn opinion against it, but
rather served as an added argument for the more extensive and
centralized system which was to be established after 1945,

6.3  France: the motor and the brake

In extremely simple form, social insurance egan in Germany with a
coaliton betvweann fmdiiefmialicin o L. e oo T ST



Social security

workers’ preferences and subsequently broadening to include the
Arbeiterkassen. In England it began with a coalition between the regime
and the workers’ movement, extending to accomodate the employers on
unemployment and the commercial and mutual insurers on health
insurance. The late advent of social insurance in France, equally
schematized, provides an example of a tripartite coalition of the regime
with moderate sections of the workers’ movement and large-scale
industrialists, seeking to accommodate the mouvement mutualiste.

Compulsory insurance came later to France and this very delay made
for more retardation. Mutualist and company funds had proliferated in
the meantime, constituting so many vested interests against unitary state
insurance. Opposing coalitions had ample time to organize political
resistance and to set up alternative institutions which they themselves
controlled and which, in turn, functioned in the political debate to deny
much urgency to any intiative on the part of the state. Something of the
kind had occurred in England where the Friendly Societies developed
before the nationalization of the insurance system and retarded its
advent. In France, employers and mutualistes were able to operate with
relative autonomy for another twenty years, before, in 1930, a national
system came into being.'"

More clearly than in those other countries, in France a grand alliance
of small property owners functioned as the ‘brake’ on legislation for
compulsory state insurance. Its resistance has been described by Henri
Hatzfeld, and his analysis of the establishment of social security in
France is of wider validity than for that country alone.

The French Third Republic represented the reign of the bourgeoisie
and it was as much a reaction against the threats of the Paris commune®
as against the étatiste schemes of Napoleon IIL.""" More than elsewhere,
social insurance was recognized as an alternative and a threat to private
property and it was resisted all the more for it. Small savers feared that
enormous investment funds would use the accumulated moneys of
national insurance to dominate the capital market. They also protested
that compulsory contributions would rob the workers of the last pennies
they might save for themselves and their children or invest in an
enterprise of their own. Compulsory insurance would thus condemn the
worker once and for all to wage-dependency. With hindsight this may
look like standing the argument on its head, but to a nineteenth-century
property-owner proletarian dependency could still look like a transitory
phenomenon which would disappear as the economy grew and wealth
increased. This view was not at all incompatible with an ideology of the
patronat as a patriarchal stewardship which provided for those entrusted

to it out of fatherly concern and Christian love. Legal compulsion and
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state coercion could only be inimical to this bond of care and service
Wh.lch far transcended the cash nexus."? Lay and Catholic teachings o%
solidarity imposed on all a similar obligation to shoulder one another’s
burden, not just through spontaneous charity, but in the context of
permanent and organized, but always voluntary, institutions such as the
caisses mutuelles. )

Part of the workers’ movement, its most intractable wing, shared many
_of .these tenets, but with a difference: The anarcho-syndicalists equally
insisted on self-help, but they defined it as a collective effort on the part
of the workers themselves. Their ranks were recruited mostly from
hlgh_ly skilled workers in small enterprises which still operated under-
pre-industrial conditions. Accordingly, their radicalism had a somewhat
nostalgic hue,

Against the petty bourgeoisie and the anarchists, the National
-Confedel.'ation of Labor, CGT, was unanimous in insisting on state
mtervention and noncontributory insurance. Its ranks were divided on
t‘he issue of reform versus revolution: should the existing French state,
the Third Republic, be entrusted with social insurance, or should it first
be overthrown to make way for the dictatorship of the proletariat? Jules
Guesde spoke for the radical wing of the movement which opposed each
and. €very measure as a contribution levied from the workers to keep
capitalism alive. Jean Jaurés led the reformist tendency and cautiously
supported. the initiatives of the succeeding regimes, even the meager
pension law of 1910.

A'f.igﬁrefﬁon of conflict, in which one side is made up of both a
conc111ato'ry mainstream and a radical fringe, is often prone to produce
compromise. The moderate majority may exploit the presence of radicals
by threatening that either the latter will take over the entire movement or
they themselves will be incapable of resisting radicalization among the
rank and file: better deal with the moderate wing right away than having
to cope with the radicals later. Although the two wings may fight each
other even more bitterly than the common- enemy, their combined
dynamics may further compromise, if the threat is successful. Not so in
France.' '_I‘h? already niggardly Pension Law of 1910 was undone by a
court verdict in which the obligation to contribute was declared void.
The law had been enacted by those who least wanted it’;""* and thus it
had ‘beel_l paralyzed from the beginning. As a result the number of
pension mnsurances actually declined in subsequent years.'s

The field of insurance remained the province of the sociétés mutuelles
and the company funds. The mutual funds had been outlawed with all
workers’ organizations in 1791, and persecuted as conspiratory societies
under the Restoration. Napoleon III recognized the ‘approved’ funds,
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but imposed close supervision by appointed chairmen.'’® Under the
Third Republic, however, especially after the law of 1895 , the mouvement
mutualiste was left free to flourish as a network of voluntary associations
with government subsidies. This liberté subsidice mostly favored the
middle classes who could afford to pay the premiums.''? After the échec of
the Pension Law, it remained the major form of insurance against the
various risks of income loss with all the shortcomings attendant upon a
voluntary system.

As state insurance took so long in coming, company schemes became
more important than elsewhere. But, in France too, they developed
mainly in the large industries, and especially in the mines, steelworks and
railroads. By 1850 Napoleon III had established a compensation fund,
the Caisse Nationale de Retraites, and many employers had continued to
amalgamate their schemes per sector or to reinsure them with
commercial companies. It was this plan that was to serve as an example to
Bismarck. In 1898 employers were declared liable for industrial
accidents, unless there was clear proof of the worker’s fault,"® and this
induced them to insure against claims. An attempt to introduce
compulsory disability insurance after the German model failed however,
as small employers were presumed to be unable to bear the costs.

Company funds sprang up first where demand for labor exceeded
supply, especially in those areas where new enterprise was set up:!!°

The patrons are dependent on manual labor, scarce yet necessary,
undisciplined, mobile and irregular. The workers know that they are
needed and bring competition into play. A single imperative rules the
company bosses so as to reverse in their favor this relation of dependence:
stabilize manual labor, fix it, tie it to the company, ‘infeudate’ it. The
means: make sure that the worker and his family become dependent on the

company for their existence.

Ewald goes on to describe the corresponding patriarchial ideology of
‘benevolence versus service’ as it has been articulated by Fréderic Le
Play and the company director Cheysson. Their schemes provided
mostly benefits in kind, housing in the first place, because ‘the more one
pays the worker the less he works.”®® Favors were carefully bestowed as
rewards for ‘fidelity’. However, precisely because the company funds tied
the worker to his employer by the lifelong strings of promise of a pension
which was forfeited upon dismissal or termination, they were greatly
resented by union members.™?' The notorious scandals and bankruptcies
of some of these company funds in the 1890s also made it increasingly
clear that single firms, and even amalgamated funds, were inadequate to
guarantee numerous and lifelong obligations.” On the other hand,

The accumulation of transfer capital

employers welcomed the opportunities for control over thejr workforce

‘commit.ted competitors. As a result, large-scale and long-established
mdustr%es were not so much adverse to state insurance and were ready to
pay their share if only they were not forced to relinquish control over the
schen?es, and thus loosen their grip on their work force. French large-
scalf: industry, however, hesitated to break with the small employers on
the issue of insurance and this muted their support for a national plan,'2
.In the enc.l, €ven an attempt to introduce limited unemployment
Insurance, if only to prevent jobless mmutualistes, unable to pay their
contributions from losing their insurance, failed as late as 1925,

' If social scientists have been instrumental in bringing about social
msurance, they have also helped to defeat it. In F rance, Jacques Rueff
presented impressive statistics on the correlation between unemployment
and the level of real wages, contending that both were kept up artificially |
th.rough union pressure and unemployment benefits.” Tt took another
thirty-three Vears before the regime, in 1958, organized employers and
workers could be made to agree upon an unemployment insurance
scheme.

Yet barely five years after its failure in 1925, a national, compulsory
system for health, disability and pension insurance was enacted, covering
all workers in industry and commerce. 125 By then, a tripartite coalition of
;arge-s_cale employers, moderate unions and the regime had succeeded
in designing a scheme of shared control which did not alienate the
partners and was acceptable to the mutug] societies which dominated
the insurance business. The medical profession proved hardest to
appease, but for the moment gave its consent.'” The Communist Party .
and ul}i.on opposed the ‘Fascist law’ as the product of - chicanerie
fogz;rgelozz?sze. They rallied to the support of social legislation only after

The assurance sociale of 1930 allowed 744 ‘approved’ funds to provide
hea}th, maternity and death coverage for their members on a repartjtion
basis, while some eighty funds carried the disability and old-age schemes
on the basis of full capitalization.'® In every department a caisse was
established ta inciire +hame ol . o - & @@ o=
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because they did not wish to adhere or were rejected.'”” The caisses
départementales had also been intended to act as premium collectors,
reinsurers, compensation-clearance centers and supervisory agencies for
the voluntary funds, thus superimposing a strong state structure on the
fragmented mutual system. However, in a second version of the law
(1930) these administrative and supervisory functions were confided to
separate institutions under a Caisse générale de garantie. This victory of the
mutualist movement over the state’s supercaisses was partly undone again
by the unexpectedly large influx of subscribers to the departmental caisses
which insured over 60 per cent by 1931.7° This development was to add
arguments for a unitary system in 1945.

In its final reading, the law of 1930 excluded agricultural workers and
those covered by other schemes, mainly railroad and government
personnel. But before long it insured 10 million wage-earners, with
employers and workers each paying 4 per cent of wages and the state
contributing from what it saved on the 1910 pensions and public
assistance.'!

The caisses were managed by employers’ and workers’ representatives,
except for those founded by the workers themselves, which remained
under their sole control — a concession to long-standing union
demands."* But a centralized administrative superstructure was already
in place to manage this manifold and fragmented base, imposing
compulsory membership on the workers, exacting contributions from
them and their employers, setting standards of coverage and manage-
ment, compensating for deficits in one branch or region with surpluses
taken from others, and auditing all benefits and services. Thus, the stage
was set for the further nationalization of social insurance after 1945.

That compulsory insurance came late to France is best explained by
the political strength of the small property-owners who formed the great
obstacle to be overcome. But why, after so many abortive attempts, did
they give in by 1930? There was of course the embarrassing precedent of
Alsace-Lorraine, where the Germans had introduced their social
legislation, a structure which could not be undone when the region
became French again. The 1920s had been a period of relative
prosperity, and progressive taxation now yielded considerable resources
for the government. There was also an increasing readiness on the part
of the social-democratic unions to deal with the regime in power. Large-
scale employers had been more ostentatious than obdurate in their
opposition: what mattered to them was control more than cost. And all
along there had been the experts and the administrators, les grands commis
d P’Etat who continued to devise new strategies and new compromises to
get social legislation accepted.'® But, unlike other countries, France
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produced no statesman who stood for social security the way Bismarck,
Churchill and Roosevelt did.

It was above all the gradual erosion of the political privileges that
private property conferred, the irresistible increase of wage-earners and
of the more privileged salzmes among them, the growth of large
enterprise and big government that finally shifted the balance and
allowed a succession of center—right cabinets an opportunity to succeed
where earlier governments had failed. Once the mutual movement
accepted the principle of state subsidies and state coercion, the central
administration began to take over. In this respect, the most inveterate
champions of the liberté mutualiste were right, more than even they had
expected: once the law was in place, it turned out to work quite smoothly
and French citizens joined the departmental caisses, opted for extension
of coverage and membership, without bothering too much about
mutualiste autonomy, as long as the state made sure that beneﬁts and
services were being delivered.

Because the struggle had lasted so long, another alternative to national
social security sprang up in the meantime — not an insurance system this
time, but a system of allowances, paid to workers in proportion to the size
of the family they had to support.'** These allocations familiales were the
product of Catholic social activism, a ‘third way’ between the laisses-faire
of liberal thought and the state insurance systems preferred by the
the pracuce ona voluntary basis, but they soon found that it made family
fathers more expensive as employees To equalize burdens among
participating companies, they established amalgamated compensation
funds. A law of 1932 (coming shortly after the papal encyclical
Quadragesimo anno, recalling the fortieth anniversary of the social
encyclical De rerum novarum), made these family wages compulsory,
leaving the management of the caisses familiales to the employers until the
state took over in 1945.

France was as slow as the United States in welfare legislation, and in the
case of France the explanation must be sought in the relative strength of
the small property owners, especially in their political strength. The
timing of welfare legislation must be explained in connection with the
erosion of their political power base. In France the unions certainly were
not weak, as in Germany and the United States, but on the issue of social
security they were badly divided. In France, as in Germany, large-scale
employers were in a strong position, but they were allied less closely to
the regime than their German colleagues had been in Bismarck’s time
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and clung more to an alliance with the small entrepreneurs. France was a
welfare laggard because of the strength of its petty bourgeoisie, the
United States lagged behind on account of the weak organization of the
central — i.e. federal — state and the weak position of the labor unions.

6.4 The American big bang

Social security was instituted in the United States as part of the ‘New
Deal’ policies of Franklin D. Roosevelt, with sudden momentum, but not
wholly without precedent. By the end of the nineteenth century the
United States had been well on the way to becoming a welfare state of
sorts: the aftermath of the Civil War had engendered a veterans’
pensions system of remarkable generosity and extensiveness. As the
years went by the causal connection between war injuries and disability
was gradually severed and almost anyone who had fought for the
Republic could claim payments for disability or old age, his surviving
dependents qualifying for orphans’ and widows’ pensions. This largess
did not flow from legislative design, but from many thousands of
personal interventions by politicians on behalf of individual constituents.!¥
By 1890 some two-thirds of northern white Americans over sixty-five
were receiving federal pensions; blacks found themselves excluded, and
so did the immigrants who had entered the country in increasing
numbers after 1865.

The ethnic communities in the eastern cities developed their own care
arrangements as part of the urban political machine system. Ward bosses
organized the newcomers from their country of origin, making sure they
voted for the right candidates. Once elected into office, these politicians
returned the favor with jobs, contracts, grants and handouts to_ their
ethnic constituency. The machine worked with political persuasion,
interest brokerage, appeals to ethnic and religious loyalty, threat and
cxtortion, but also by a finely meshed web of small favors and services to
bewildered newcomers, the needy and the aged. In this respect it
represented at once an alternative to philanthropic intervention, and like
it, a predecessor of subsequent social work and community action.'3
Because of its intimate ties with local government, urban-machine
politics represented an embryonic version of a state welfare system,
strong on personalized delivery (also of a dismal kind). The machine
system, however, may well have lacked legitimacy in the wider
community, enmeshed as it was in favoritism and incapable, therefore, of
regular and dependable provision.

Immigrants also established mutual societies after the European
pattern, which covered the risks of sickness, accident and death.!¥ But
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these funds never knew the popular success they had in Europe. By 1929
750,000 employees were enrolled through their companies in ‘mutual
benefit associations’.!3 By that time also, about a million workers were
covered by industrial group insurance plans against similar risks.1s®
Trade unions hardly played a role in insuring their members and
commercial insurance was only beginning to enter the field.

Poor relief all along had remained a local matter in the Elizabethan
tradition of the almshouse and the poor rates, varying widely from one
town to another but without much change throughout the period.
Religious charity continued at the parish level, while the new, industrial
poor increasingly became the concern of philanthropic societies which
adopted the pedagogic principles developed by their British counterparts
in the Charity Organization Society.'#

As a consequence, what welfare existed by 1910 either consisted in
archaic poor relief, or in more modern and indigenous arrangements,
such as the veterans’ scheme and the urban machines, which reached
large proportions of the population, but became increasingly associated
with electoral handouts and local graft. Public, mutual or commercial
insurance, as yet, hardly played a part.

The Progressive Movement for ‘good government’ which mobilized its
reformist energies in an all-out campaign to abolish corruption,
favoritism and ‘giveaway schemes’, not only did away with much local
machine politics, without replacing its grants and favors by regular public
assistance; but also with the veterans’ pension system which might easily
have evolved into a permanent, universal retirement plan. ‘Honest
government’ and a ‘balanced budget’ turned out to be ill-suited tenets for
social policy.!*!

As a result, much was undone and little established for the next
quarter of a century. By 1930, at most 10 per cent of the aged were
drawing any kind of pension, and they mostly received veterans’ benefits,
Unemployment remained completely uncovered by law or private
insurance,' and much the same applied to sickness and disability.!*?

Yet Progressive experts were active in promoting social policy
reform.™ They were successful in obtaining revision of industrial
liability law, which in the United States, as elsewhere, followed the
spread of the factory system. Between 1911 and 1920 forty-five states
enacted workmen’s compensation laws, albeit with very uneven, and
usually minimal, benefits.' A majority of states also enacted ‘mothers’
pensions’ for ‘worthy widows’ with dependent children, leaving both the
setting of eligibility requirements and the funding to counties and
municipalities,!#

Apart from these minor reforms, hardly anv lesislarion wac emarad b
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the forty-eight states of the Union until the 1930s. Nor did mutual
societies or company funds fill the void. What pressure for social reform
there was mostly came from experts in the American Association for
Labor Legislation. The major union, the American Federation Of, Labor
under Gompers, although accepting pensions from 1909 on, consmteptly
opposed social legislation until the early thirties. It represented m-al.nly
skilled, white workers in craft unions and put its faith in wage bargaining
only. The AFL was traditionally hostile to government, out of a geperal
‘American’ dislike of public interference which it shared with business
circles, and because of a long history of union repression which had
inspired an almost socialist view of the state as the instrument of ‘fhe
ruling class. Any reform that might grant the workers benefits over which
the union would have no control aroused in it a suspicion of state
usurpation. Moreover, the union was afraid of losing the loyalty' of its
members if they could draw benefits without it."¥” Apparently, in the
United States, unions never had much opportunity for learning how to
deal routinely with state officials in the course of inspection or committee
work, and their leadership appeared less tempted by the career and
control possibilities that state regulation might bring. They stuck to
‘voluntarism’ — the belief that terms of employment should be set by
collective bargaining, free from government interference and kept aloof
from issues of social insurance.'®

Employers, if not actually hostile, like the National Association of
Manufacturers, were at the least reluctant to support social legislation. In
the twenties some progressive companies began to develop stock-sharing
schemes and ‘human-relations’ techniques to promote the loyalty of their
workforce. In the same vein, they also introduced pension plans and
health insurance. Although such ‘fringe benefits’ became a major
complement to social security for employed workers after World War II,
‘during the 1920s, welfare capitalism was pitifully inadequate.’*

The 1920s were an era of relative economic prosperity. Succeeding
Republican presidencies of a conservative hue restricted their social
policy to encouragement of voluntary initiatives at the company level.
The ‘associative state,” as Herbert Hoover called it, provided minimal
protection only to those who were securely employed. .

In retrospect, the exceptionally strong position of the propertied
classes in America formed the most formidable obstacle to any attempt at
enacting social legislation and creating institutions that could Qrovide an
alternative to private accumulation: ‘industrialization made the nineteenth-
century capitalist so powerful that judicial and legislative policies came to
reflect, almost directly, the wishes and interests of a single privileged
stratum.”’®® Factory workers, immigrants especially, long continued to
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see their position as transitional: the next generation would move up in
society. In America, much more than anywhere else, wage-workers
constituted not so much the dispossessed classes as the not-yet-
propertied classes. The idea that one should, or indeed could, earn an
honest living by the work of one’s hands and put something aside for
hard times to come, was so paramount that it paralyzed initiatives for
collective provision. When the Great Depression destroyed these
expectations and temporarily broke the political domination of business
interests, social security took only a few years to come.

‘The American figuration of separate states in a federal union provided
this process with a dynamics of its own. Social legislation belonged to the
sphere of competence of the states. But the states were in no position to
shield their local economy from that of the United States as a whole.
European national states could, if they so decided, erect tariff barriers to
protect their industry from foreign competition. American states could
do nothing to ward off a competition from their neighbors: in this respect
their position more resembled local or regional authorities under a
European nation-state than that of a central state itself. But in the
twentieth century, local government in Europe had lost all competence in
social and economic legislation to the center, while the American states
remained the primary agents in these matters. ‘Unless all states taxed
employers in comparable amounts, the employers in lagging states would
derive a comparative advantage over their more progressive neigh-
bors . .. Only a federal program of concerted action by all the states
could overcome the obstacle.”’! Accordingly, when experts and industrial
unions began to campaign for social reform, they had to approach groups
of adjacent states at the same time and meanwhile seek access at the
federal level. But once the federal government promised grants-in-aid to
their programs, American states hastened to introduce social insurance.
In other words, the dynamics of American society with a unitary economy
and with separate states and federal legislative authorities explains much
of the long delay and sudden breakthrough of social security in that
country.’”* The dramatic financial collapse of 1929, and the extraordinary
severity and persistence of the economic crisis in the United States
contributed to this explosive ‘big bang’ pattern.’® But once social
security had been established, it gained 2 momentum of its own, an
intrinsic bureaucratic expansionism, and except for health insurance,
developed along much the same lines as in other countries.

The Great Depression of 1929 and the subsequent political realignment
which brought Roosevelt and the Democratic Party to power in 1932,
also created the conditions for the introduction of social security into the
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United States. Within three years a nationwide, compulsory system of
old-age pensions and unemployment insurance had been instituted.

This time, an activist regime was in power, overwhelmingly supported
by organized workers. The AFL had come around to supporting social
legislation and had abandoned its non-partisan policies for an alliance
with the Democratic Party. And in the meantime, new unions were being
organized in the CIO along lines of industry instead of craft, and these
squarely favored social security and the Democratic Party.!*

A tide of mass campaigns for pension insurance rolled over the
country, unconnected with either unions or parties, but greatly adding to
the pressure for reform. Small farmers, confronted with bankruptcies all
around them, also rallied to the support of social security. And with
unemployment levels at 25 per cent or higher, ‘by 1932, local and state
governments were begging the federal government to take over the
burden of dealing with their distressed constituents.”'* Finally, ‘business
prestige was at an all-time nadir.”'® Thus, the property owners as the
hereditary enemies of social security, were in political disarray, while the
states, the archenemies of federal intervention, could no longer do
without it. Within this constellation the Roosevelt regime cautiously
advanced its proposals.

On the face of it, the Social Security Act of 1935 entailed a federal
compulsion for almost every wage-earner to save part of his or her
income to accumulate a pension, payable when they reached the age of
sixty-five."”” It seemed a rigorous, individualist capitalization scheme,
ruling out any benefits, unless they had been paid for in the past. But
behind this austere fagade a more complicated and ambiguous, at times
even generous, structure evolved. First of all, in the calculation of
benefits, 2 minimum level was guaranteed even to those who had paid
contributions only for a short period or over a low wage sum; additional
contributions added less to the pension to be disbursed.’® Second, in
order to bridge the period before accumulated pensions became payable,
state pension plans were supported by matching federal grants in aid, a
don royal, which was intended as a temporary measure, but it has
remained a major feature of the system ever since.’® With the
main program came other schemes for aid to the blind and to
dependent children, all of them means tested and with no specified
minimum standards. Southern states rejected any minimum, as it might
interfere with their long-standing discriminatory practices toward
indigent blacks.'® Third, the Act of 1935 included an unemployment
insurance which allowed employers to deduct from federal taxes
their contributions to state unemployment programs satisfying federal
standards: ‘within two years every state had an unemplovment insurance
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law.”’®! And most states adopted the Wisconsin system of levying lower
taxes from employers who refrained from laying off workers. 16

.In a national constellation of unprecedented political radicalization
this much remained of the original concepts of the Wisconsin experts’
once Roosevelt had cautiously trimmed them and Congress had,
reinforced states’ rights and employers’ liberties. But once in place, the
same program was defended and extended step by step with great skill
and determination by the moguls of the Social Security Board.!®
Dependents and survivors were included under old-age insurance in
1939, disability benefits were enacted in 1956, health insurance for the -
elderly (Medicare) and for welfare clients (Medicaid) came in 1965. And
although social-security expenditure as a percentage of GNP is stll
lowest among the capitalist democracies (except for Japan), its share has
doubled between 1960 and 1977: 1 growth rate surpassed only by the
Scandinavian countries and the Netherlands. 6 ‘

A national health insurance has never been instituted in the United
States. In 1973, three-quarters of the civilian labor force were covered by
a pat.cl.1work of private insurance for medical expenses.'® Temporary
d1saw‘b1ht}f insurance had been adopted by six states, New York and
Cahform.a among them, by 1983, while almost half of the remaining
workers in private industry were protected by company plans or labor—
management contracts,ss

Both Heidenheimer and Janowitz have argued that the United States
laggeq behifid the European nations in developing a system of social
security, but was ahead in building an educational system: ‘Massive
support for the expansion of public education, including higher
education, in the United States must be seen as a central component of
the American notion of welfare — the idea that through public education
both personal betterment and national and social and economic
dc?velopment would take place.’'? Competition between denominations
stimulated interest in education, and the accumulation of knowledge at
an early stage of life was seen as a sound investment for a future career.
Local and state governments could more easily contribute to the
collectivization of education than to the collectivization of risk protection
as the former would improve their competitive position in the long run’
whereas the latter might worsen it in the short term. ’

A coalition of a reformist regime and organized workers supported
social security in the United States and carried through its major
extensions,'® all the while anticipating and accommodating employers’
Interests and states’ rights. Yet this base was never completely
superseded by the tripartite coalition which emerged in other countries
to be institutionalized I tFhe adme e b et Fal " v R
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This allowed unions and employers to bargain outside the social-security
system for separate company schemes, which then tended to reinforce
the general tendency of American social arrangements to treat generou§1y
only the stably employed. The same rather narrow political base of soc.lal
security has allowed special-interest groups such as insurance companies
and the medical profession to acquire a virtual veto.

The figuration of states, each with limited political autonomy,
competing with one another around a federal government within one
national economy, added its particular dynamics. It delayed the advent of
social legislation. But once economic depression and political upheaval
had shifted the balance and social security had become a fact, the
position of the federal government was strengthened at the expense of
the individual states. In this manner, developments contributed, as they
did elsewhere, to the process of state formation.

6.5 The Netherlands: a long sizzle and a late bang

The history of social security in the Netherlands is one of fragmentary
and halting legislation. A Workmen’s Compensation Act was passed in
1901, but it took another twelve years before an Invalidity and Old Age
pension was introduced by Talma, which did not become operative until
1919. Implementation of a sickness insurance law, also enacted in 1913,
was delayed until 1930. Legal regulation of sick funds was finally realized
by the German occupation regime in 1941. Compulsory state unemploy-
ment insurance was introduced as late as 1952,'"

And yet, by the late 1970s the share of social expenditure in the
national income of the Netherlands had become the highest in the world.
Both the relatively slow and niggardly beginnings and the late, but
dramatic, expansion of social security in the Netherlands stand in need of
explanation. .

The early history of social policy in the Low Countries coincides with
the beginnings of party organization and the emergence of unions a‘nd
employers’ associations. The social issue proved to be a major organizing

focus, all the more so after the franchise was extended in 1897 to include

also ‘the workman established in his state’.'” As a conflict about the
organization of society, it formed a continuation of the school struggle
which was finally resolved by the compromise of ‘pacification’ in 1917.

Industrialization came later to the Netherlands than to the surrounding
countries, accelerating precisely in the period 1895-1914.'" As a result,
the level of organization among both workers and employers was still low
by the end of the nineteenth century. Moreover, the issue of public
versus denominational education had left its imprint on Dutch society.
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As a result, parties, unions and other associations formed along
confessional lines. Catholic and Protestant employers hesitated between
membership in ‘general’ or in denominational associations, while activist
and socially conscious leaders succeeded in organizing the religious
workers in denominational unions. This was part of a more pervasive
versuiling or ‘pillarization’ of Dutch society into denominational ‘pillars’,
supporting one national roof — the level where the elites of each
denomination settled their differences. This alignment took shape in the
second half of the nineteenth century and lasted well into the 1950s. As a
result, social-economic conflict was always somewhat fragmented and
dampened on account of the cross-cutting denominational cleavages of a.
‘pillarized’ society.!” '

In this constellation, Protestant and Catholic parties — each with a
constituency heterogeneous as to social economic background — came to
occupy a pivotal position in parliament from 1901 on. Their coalition
ruled almost without interruption to the present day, at times with
Liberal-Conservative and, after 1939, also Social Democratic support.'™
In order to maintain this pivotal position and keep their heterogeneous
electorate together, Christian politicians from the beginning sought a
tripartite, consensual base for a cautious social policy. To them, social
security was in the first place an instrument to build corporatist
structures in which workers and employers would work together, guided
by the tenets of denominational inspiration and organization.'” In the
second half of this century, when industrialization had proceeded much
further and confessionalism was losing its hold on political life, the
Christian parties were in danger of losing their pivotal position and had
to face direct competition from the Social Democrats for the workers’
allegiance on social-economic issues.'’ Once the basic structures of
social security had been established on a non-partisan tripartite base, this
competition accelerated the accumulation of transfer capital, financed
with the proceeds from international trade and the yields of domestic
natural gas deposits.

In the Netherlands the transition to a parliamentary monarchy was
made quite peacefully in the years 1848—68, without the agitation which
in other countries mobilized the petty bourgeoisie into political
organizations. Moreover, the confessional-party system which grew out
of the subsequent school struggle prevented small property owners and
the independently employed from articulating their interests clearly and
in unison. Before the hold of the rural aristocracy and the urban
partriciate in the western provinces had been broken, and the property
owners could find a voice of their own, they had already been realigned
along denominational lines of cleavage. Their interests were mediated
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within the Christian and Liberal parties, rather than articulated
unequivocally by political organizations of their own. Only the large-
scale industrialists, relatively small in number, succeeded in organizing
on the basis of social-economic interest and they did so in their
opposition to the Workmen’s Compensation Act.'”?

The Act of 1901 was passed by the last of the Liberal-Conservative
governments and very much inspired by Bismarck’s legislation. It was the
product of an — in this respect — activist regime which almost succeeded
in bypassing both workers and employers and establishing a compulsory,
collective insurance on the basis of risque professionnel, at employers’ cost,
and entirely administered by a single government agency, the Rijks-
versekeringsbank. Almost, but not quite: the bill provoked unprecedented
resistance from employers, who insisted on the freedom to insure
themselves or to combine for that purpose on a voluntary basis. They did
not so much resist the monopoly of the Rijksverzekeringsbank to decide
claims and pay benefits, nor did they reject its supervision over their
voluntary insurance institutions. The employers had been mobilized by
the fear that the Act was to be only the first of a series of social laws.!
The campaign was effective in its limited purpose, the law was rewritten
to allow voluntary ‘reinsurance’. It was also successful in the long term
since it led to the establishment of a Central Employers Insurance
Bank,'” and, even more important, to the founding of the Nederlandse
Vereniging van Werkgevers in 1899: the Employers’ Association which has
remained the leading vehicle of employers’ interests to this day. But the
very effort of the employers evoked repercussions elsewhere.'®® The
Protestant politician Kuyper formulated the Christian principles of social
security in his ‘great amendment’ which, although defeated at the time,
became the foundation for all later social legislation. The socialist and
radical workers hesitatingly united in a national committee in support of
the original bill and in doing so helped the government in getting the law
passed with only minor modifications. Opposition from small entre-
preneurs played scarcely any role, also because minor employers and less
dangerous industries were exempted from the law until its scope was
greatly extended in 1921.

Thus, the first social-security law enacted in the Netherlands was the
product of an activist regime which had anticipated the preferences of
recently enfranchised workers, and counted on employers’ support. For
lack of strong employers’ organizations, it had relied on a state monopoly
of administration. But in doing so it inadvertently mobilized the
employers against the bill and provoked a political campaign which led to
the establishment of a permanent employers’ organization and strongly
stimplated the workers to counteract with organizational effort.
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The law had scarcely been enacted when the political constellation
changed radically: the Christian coalition came to power and Kuyper
began preparing a series of social laws which were to embody the
corporatist tenets of the Catholic ‘subsidiarity principle’ and the
Prote§tant principle of ‘circles of sovereignty’. Workers and employers
organized according to their faith, were to collaborate in tradé
associations or labor councils together with ‘crown appointees’; so as to
set working conditions and manage social insurance. This concern with
the organization of industrial relations was only one aspect of a broader
effort to dampen the class struggle by the tight organization of society
along denominational lines: verzuiling (‘pillarization’). In this context
petty-bourgeois mistrust of big government, big business and big um'ons,
Was not expressed in all-out opposition to social and economic
regu!ation, but rather it was accommodated into a scheme that would
restrict these forces, fragment and fetter them in relatively' small
re'lamvely autonomous local or sectoral associations — a vision shared in,
widely varying elaborations with the Socialists, the Fascists, and even the
Ana.rchists of those years. Small entrepreneurs could hope to remain
outside of this corporatist order, or, if compelled to join it, bargain on
equal terms and accept regulations as the price of protection.

Aft_er twelve years of Christian coalition government, Talma succeeded in
enacting the foundations of Christian social policy: a labor council law, a
sickness law and an old-age-cum-invalidity pension. None of these lax’vs
became operative, although — by mistake or by design'® — an amendment
to allow free pensions for persons then over seventy was accepted by the
government for immediate implementation by the Rijksverzekeringsbank.
It took the misery of mass unemployment in the years of neutrality during
the First World War and the subsequent brief scare of revolution before
the Pension Act was implemented in 1919, but by then its terms had to
compensate for the relatively favorable conditions of the provisional
pension of 1913." However, Talma’s sickness law and the sick-funds
law Wh}ch was to be its complement, met with unexpected delay. Again,
the major issue was control over implementation. The Social Democrats
tended to favor the ‘labor councils’ of 1913, putting their faith in local
semi-public bodies. The confessional parties preferred the ‘trade
associations’ (which had originated in employers’ initiatives, but by then
admitted workers’ representatives up to parity). In these bodies, workers’
and employers’ organizations were to collaborate by industry.

As trade unions were becoming more national in orientation, their
preference for local bodies declined and by the 1920s they tended to
accept the — nationwidi and sectoral — trade associations as the executive
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pay the fees. In the end, both types of agencies were allowed under the
law and premiums were shared evenly by employers and wo.rkers.‘ 18¢ But
by now, medical men were organizing themselves and their resistance
resulted in adjournment sine die of the sick-funds law. It was finally
promulgated by decree of the German occupation authorities in 1941.
Premiums were levied from employers who could deduct half the sum
from wages.'"” Compulsory unemployment insurance was realized only
in 1952. In the preceding period the central government had supple-
mented voluntary union funds and subsidized municipal relief throughout
the worst ten years of the Great Depression.

For lack of studies on the political history of social security in the
Netherlands, the causes of retardation can only be guessed at
Parliamentary historians and legal students have proposed a host of
reasons and coincidences, but none of these appears very compelling.
Strong and persistent pressure for social legislation was lacking
throughout most of the period. The political struggle seemed concerned
not so much with social security per se as with the organization of
industrial and wider social relations in the country, that is with the
‘ordination of society’."*® From their pivotal position in Dutch politics the
Christian-coalition parties could set the agenda and formulate matters of
social policy as issues of social ordination. But their narrow parh'amentax_'y
majorities did not allow them to actually weave this pattern into the fabric
of industrial society. In the course of thirty years they succeeded,
however, in establishing a tripartite and quite uncontroversial system of
social security which slowly superseded the earlier éatiste, Bismarckian
structure of the Workmen’s Compensation Act and went beyond the
pension laws in bringing together the ‘industrial partners’ in structures
which were to mediate between ‘state and society’.

No intensive campaigns, no activist cliques or political upheavgls
operated to cause a legislative breakthrough. As a result, social-security
legislation was highly incremental in nature, and after 1900 invariably
tripartite in character. There was no broad support for, but no acute
articulate opposition against, the laws. And yet a similar ﬁgurapon_ of
political forces as had made for such slow and piecemeal legislation
before the Second World War generated a remarkable expansion of
social security under the social and economic conditions that prevailed
after that watershed.

First of all, the Netherlands went through a phase of raPid
industrialization in the postwar years. The prewar effort at organizing
industrial relations paid off in the 1950s in the form of an extremely
efficient system of consultation between workers, employers and ‘crown
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members’ who could hammer out compromises and process legislation
without much opposition. This, in turn, contributed very much to a
smoothly operating economy. The political strength of large-scale
employers and national unions increased accordingly. Secondly, the

. independent small middle class, politically never very strong, continued

to decrease in numbers after 1945, while the proportion of salaried
employees kept on growing.!® Thirdly, while the Christian parties
maintained their pivotal position in parliament, their majority became
increasingly precarious and disappeared once and for all after 1967; from
1945 they governed with either Liberal or Social Democratic support.
Confessionalism was slowly losing its hold on Dutch politics and a fierce
competition between the Catholics and the Socialists ensued, after the
new Labor Party began to campaign, from 1946, for a ‘breakthrough’ into
the Catholic workers’ vote in the south. Finally, a quite consensual
system of social security was already in place. During the war years, the
German occupation regime, the Dutch government in exile and the
underground political leadership had all been busy elaborating plans for
1t. )

As a result, the activist postwar regimé of Social Democrats and the
Christian parties, inspired by the main ideas of the Beveridge plan and by
a general mood of reconstruction, passed an emergency Pension Law!'88
which was succeeded by the General Old Age Law of 1956. This was the
first of the ‘national insurances’ (volksverzekeringen) to provide coverage
to all citizens, without a means test. An unemployment insurance,
implemented by the trade associations and with premiums shared
between employers and employees, was enacted in 1949 and became
operative in 1952.

In the 1960s two new laws were enacted which made for an explosive
growth of income transfers in the Netherlands: the General Assistance
Act of 1963 and the Disability Act of 1967."® The two had been
intended as the concluding acts of the Netherlands social legislation, but
their exceptionally generous terms unexpectedly modified the conditions
of the labor market in the following period of recession, the first by
providing a more or less viable and secure alternative to gainful
employment, the other by providing a not entirely uncomfortable exit
from it.!'

The laws were passed without major conflict in parliament or in the
country, enacted and extended by Christian~Liberal as well as Christan—
Socialist coalition governments. The role of the trade associations
diminished in comparison with earlier laws, and that of the central state
gained in weight. '

On the whole, these laws were the product of coalitions between
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employers’ and workers’ organizations with a succession of expansionist
regimes- in a period when the political resources of the self-employed
middle class dwindled increasingly." A sustained period of full
employment, favorable trade balances and rich proceeds from domestic
natural gas deposits set the mood and provided the financial space for the
expansion of social legislation.’? Finall , the ongoing competition
between the Socialists on the one hand, and the denominational parties
(the Catholics and the Protestant Anti-Revolutionary Party) for the
working-class vote added impetus to social-security reform., !5

In the Netherlands, as elsewhere, between 1948 and 1970 social
legislation worked. The equanimity of the welfare state gradually wiped
away the bitter memories of the Great Crisis and inspired a sense of
confidence which may have been unparalleled in history. And, through-
out this period of social legislation few foresaw that unemployment might
once again become a major social problem, as it did from the early
seventies on. The level of benefits, fixed in earlier, better days, was
multiplied by the increasing number of the jobless to generate an
autonomous growth of social-security expenditure and an almost
uncontrollably increasing government deficit.

The net effect of this development in the Netherlands has been a marked
decrease in the proportion of privately owned wealth in total wealth and a
corresponding rise in the share of transfer capital. Not counting transfer
property (which is not included in statistics), private wealth has been
distributed a little more evenly, but much less so than income. Similar
developments have occurred in other advanced capitalist democracies.!*
The increasingly egalitarian distribution of income is due in great part to
transfers, and it has been argued that total transfer income varies
inversely with total income from capital (rents and profits). The two
forms of ‘institutional income’ together remain constant in proportion to
labor income.!” This finding suggests that transfer capital is in fact
formed directly at the expense of private capital and that the worst fears
of an earlier generation of property owners have come true, although
many of its sons and daughters are among the first beneficiaries.

7 Conclusion

The initial introduction of nationwide social security constituted the
most incisive spurt within the collectivizing process in the past century
and a new phase in the process of state formation. For the first time, a
considerable part of the population, which was to increase without
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interruption from then on, was brought under a single compulsory and
collective scheme to protect it from the adversities of working life. A

By the turn of the century, only the srate appeared to possess the
administrative potential, the scope and the robustness over time to
accomplish the task. It alone could overcome the dilemmas of voluntary
action by its coercive powers to levy taxes and impose membership.

Compulsory accumulation of transfer capital meant direct interference
with the cash nexus between employers and employees and with the
spending patterns of individual wage-earners. The state bureaucracy
would be present on every shopfloor and in every household. Smail
independent entrepreneurs resisted this prospect everywhere and all the
way. And the stronger their political position, the longer was legislation
delayed.

Workers tended to support social security as their organizations
became more established and developed a nationwide base with a
corresponding orientation to national politics and the central state.
Large-scale employers resented the costs of the scheme and the
interference from bureaucratic agencies. But they also realized that it
would improve industrial relations and relieve them of the responsibility
to care for disabled and aging employees and their families. To both
large-scale employers and workers, social security increasingly became a
matter of cost and control, and in the end, a negotiable issue.

The fourth party in this figuration, the regime in power, represented
the oné necessary actor. Nothing could be accomplished without it, but
in order to overcome petty-bourgeois opposition and to ensure the actual
implementation of the scheme, it could not proceed without support
from the legislature and the country. The regime might go ahead without
the unions, as the Bismarck government did, but only because it was
assured of the collaboration of large-scale employers and the tacit
acceptance of its plans by the workers. It could also, like the Lloyd
George cabinet, enact national insurance while sidestepping the
employers, but that required a coalition with the labor unions. In the -
United States, the Roosevelt regime instituted social security with
support from the unions, and left it to state politics to work out specific
compromises with unions and employers. In France and the Netherlands,
social security was brought about after much delay by precarious
tripartite coalitions. In all these countries, resistance to social security
died from ‘natural’ economic causes as the numbers of small entre-
preneurs dwindled, while support for it increased with the proportion of
wage-earners in the workforce. '
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Conclusion: The Collectivizing
Process and its Consequences

The contemporary welfare state has become a vast conglomerate of
nationwide, compulsory and collective arrangements to remedy and
control the external effects of adversity and deficiency. This collectivizing
process occurred in the course of the modern era against the background
of state formation and the rise of capitalism in the West. The main
impetus for collectivization came from struggles between elites which
sought to ward off the threats arising from the presence of the poor
among them, and, to exploit the opportunities which the poor also
represented. Yet, no matter how powerful or rich, those established in
society could not handle these opportunities and dangers on their own:
that required collective action. But the prospect that the inactive among
the elites might also profit from such efforts was usually enough to
discourage others from taking the initiative. The major episodes in the
development of poor relief, health care and education may be interpreted
as contests among the elites about the ways in which to deal with the
indirect effects of destitution, disease and ignorance as it afflicted the
poor and powerless strata in society directly. In seeking ways to manage
these changing interdependencies, between the rich and the poor and
among the elites themselves, collective charitable arrangements were
formed, at the parish level first, later at the level of cities and, finally, at
the national level. In the absence of a central, coordinating agency, the
initial stalemate of mutual suspicion was often overcome through
manipulation of mutual expectations or by shared illusions. But once
collective action was initiated, it might contribute both to the creation of
collective goods and to the formation of a relevant collectivity. In the
course of this collectivizing process, new forms of mutual control and
dependency developed which helped to enforce the collective enterprise.

Conclusion

In the modern era, as city governments and states succeeded in exerting
more effective control, they also began to intervene in conflicts among
local elites over the management of the poor. By means of such
interventions, collective arrangements were being tied more closely to
local and central governments and this in turn contributed to the
expansion of the state apparatus.

1 Summing up: state formation and the
collectivization of care

As state formation proceeded, production, storage, transport and trade
became more secure from robbery and plunder. This generalization of
protection went with a dissolution.of specific, feudal protective relations,
while relations of property and monetary exchange were extended and
intensified — that is, secured by law, in the last analysis, by state coercion.

But as the economy expanded, it also became more vulnerable to
minor, sudden and passing attacks: domestic pacification had not abolished
crime and banditry. And the vagrant poor, excluded from all property,
became even more of a threat to expanding crops, growing stocks and
lengthening supply-lines. The established strata sought to abate this
danger in a collective effort to pacify the dangerous poor — part of the
process of residual pacification.

If the poor were not driven away, charity was the means to appease
them."Medieval priests, in their role of ‘charitable entrepreneurs’,
promulgated a uniform rule of distribution which could serve as a ‘focal
point’ for coordinating almsgiving. They also manipulated reciprocal
expectations among the established families and created a public setting
for ostentatious giving and mutual inspection of each one’s contributions.
Collective charitable action in turn contributed to the emergence of the
parish as a collectivity. In the context of this emerging parish community,
‘public order’ as a collective good acquired increasing social relevance.
The parish community also facilitated mutual social control and
developed sanctions against those who would not contribute.

Similar dilemmas of collective action repeated themselves in early
modern Europe at a higher level of social aggregation. During this phase,
relatively autonomous communities found themselves affected by
vagrancy and banditry in the region, but were incapable of coordinated
action in the absence of effective central authority. Again, they depended
upon one another to achieve residual pacification at the level pf the
region, but could neither trust nor coerce others to cooperate. Every
town was ready to pass on its burden of relief-seekers to the next and
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thus added to the general chaos. No town could afford to remain alone in
opening its gates to the needy. This time the dilemmas of collective
action were overcome by an illusion: the false expectation that a
workhouse would allow the community to control the influx of relief-
seekers and make them earn their own upkeep. When disillusion came,
many cities had already established a workhouse. Central authorities
used their still-limited resources to maintain the regional equilibrium of
poor relief by persuading the municipalities to keep their workhouse
going and to lock up their share of vagrants (chapter 2).

In a period of expanding markets and extending government
bureaucracies, the poor also represented opportunity to entrepreneurs
and state officials. The emerging capitalist and administrative elites
sought to establish direct links with the population at large and tried to
bypass the local nobility and clergy who held the monopoly of mediation
between their relatively isolated clientele and the rest of society. Outside
the metropolitan area, peasants, craftsmen, and paupers often spoke a
distinct regional dialect and did not understand the ‘standard language’;
even fewer could read or write. This ignorance, hitherto mostly
irrelevant to daily pursuits, began to turn into a deficiency as dealings
with the central state and national markets became more important. The
local elites, fluent in both the regional dialect and the standard language,
and also able to read and write, stood to gain from the increased demand
for the mediating services they monopolized. Popular ignorance of the
national communication codes hindered the metropolitan elites from
seeking direct access to the population at large.

A “floral figuration of languages’ prevailed, consisting of 2 number of
relatively disjoint communication networks, mutually isolated by un-
intelligibility of speech or, where a common language prevailed, by the
impossibility of written communication and the costs of travel. Local
elites mediated between their local network and the rest of the nation in
the standard language or in writing. They formed the intersections
between these relatively disjoint peripheral networks and the metropolitan
network where the standard language was spoken, read and written.

Metropolitan officials and entrepreneurs — in the heart of this floral
figuration — strove to overcome the local mediation monopolies in a
campaign for linguistic unification and mass literacy, a major aspect of
the wider process of national mobilization. They supported the
establishment of a nationwide system of compulsory elementary education
in a standard curriculum of codes for national communication. Local
elites resisted the attempt, but competition forced them to set up schools
of their own. The same rivalry prompted them next to unite in
natipnwide educational organizations to resist a state monopoly, and
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finally to seek state support while yet accepting central regulations. In the
end, they found themselves absorbed into an alternative, nationwide
educational system, almost equally uniform and coercive, leaving them
with only nominal control in most countries (chapter 3).

Industrialization and urbanization brought masses of people closely
together in a new state of aggregation: the nineteenth-century industrial
city. Under these conditions of physical proximity, the concomitants of
poverty — squalor, malnutrition and ill health — produced novel
adversities: the epidemics, which hit the poor hardest, but also
threatened the established citizens, while paralyzing the city’s social and
economic life,

The specter of cholera served as a paradigm of this new and
threatening urban interdependence. The paradigmatic response was
found in the concept of urban sanitation through a ‘venous-arterial
system’ of fresh-water supply and sewerage which would shield city-
dwellers from one another by encapsulating domestic life in private
homes, while connecting everyone to the grand urban service networks.

In the meantime, citizens who could afford it left for ‘better’
neighborhoods. The aggregate result of these individual moves was
spatial segregation into socially more homogeneous zones. In the new,
wealthy areas, this process facilitated collective action among the urban
elites to modify and control the external effects of poverty in the wider
urban setting: crime, revolt, contagion and ‘social contamination’. In this
context, permanent police vigilance was instituted and a series of urban
service networks established. Sewage disposal and water-supply channels,
gas pipes and electricity cables, transport tracks and telephone lines
spread over the city. In the late nineteenth century they were often
installed first in the wealthier areas, branching out from there, until the
city was almost saturated and only the poverty areas were left to be
connected, by government coercion and at marginal costs only (chapter
4). ' '

As industrial mass production expanded, people working in regular
employment for a money wage became the vast majority of the labor
force. Unlike property owners, these wage-workers lacked the resources
to fdll back on when they found themselves without work because of
disability, disease, old age or for lack of jobs. Nor could they make
provision for their surviving kin. Wage-workers rarely accumulated
private savings, but some did take commercial insurance and many
joined mutual funds. These small, relatively autonomous Friendly
Societies at one point were the most common collective arrangement
against adversity among the working classes. However, what magle for
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and operated by the members themselves, they lacked expertise or
procedures for inspection, routine adjudication and conflict resolution.
Their membership was socially homogeneous to a high degree, which
made for solidarity, but also exposed the funds to an accumulation of
similar risks. As the mutual funds were autonomous, they were tempted
to exclude the workers who were paid least and most at risk; they were
even compelled to do so, if competing funds did the same. As so often, a
system of small, autonomous arrangements left a lower stratum in society
uncovered (chapter 5).

The mutual funds proved increasingly incapable of solving the
problem of industrial poverty. And gradually it became accepted as a fact
that under urban, industrial conditions, poverty was not so much a
reflection of individual moral worth, but that it might hit anyone who
found himself without steady employment. The large numbers of
paupers were perceived as a menace by the established city dwellers. As
workers started to organize, their unions, too, appeared to threaten labor
peace and public order. In these circumstances, large-scale employers,
moderate workers’ leaders, activist administrators and politicians proposed
to establish compulsory collective funds on a nationwide scale to provide
benefits to workers in compensation for income lost through involuntary
unemployment. This collective accumulation of transfer capital formed
an alternative to the providential functions of privately accumulated
property. Small entrepreneurs and the independently employed resisted
these schemes, as large funds might compete with their small holdings.
on the capital market and compulsory measures interfere with their
autonomy. The security it conferred on workers also threatened to undo
their precarious social distance from the working class.

Only an activist regime could overcome this political opposition, with
the support of either large-scale employers or organized workers or both.
The moment and the momentum of social-security legislation was
determined by the balance of forces between the petty bourgeoisie and
the growing industrial classes of workers and employers, with the
political regime in a pivotal position. The scope and nature of transfer-
capital arrangements was determined mainly by the composition of the
political coalition that brought it about.

Within fifty years after the first social-insurance laws in Germany,

~ nationwide collective and state-controlled arrangements for the accumu-
lation of transfer capital had emerged in all capitalist democracies. On
the eve of World War II all the basic institutions for the collectivization of
health care, education and income maintenance had been established in
Western Europe and the United States. The groundwork had been laid
for the high-rise construction of the postwar era: “The second great
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revolution of this century in social care, beginning after Dunkirk and
quickening into effect after 1945, continued the process.”!

2 Collectivization after 1945: the hyperbole of expansion

Since the Second World War, education, health care and income
transfers in Europe and the United States have expanded exponentially,
and in all dimensions: more people went to school for more years, in
smaller, better-equipped classes. The control of the central state over
education grew at a pace. More people sought treatment for a quickly
extending range of complaints and found much more elaborate facilities
and services, equally under increasing control of the central government,
Also, the accumulation of transfer capital accelerated rapidly, its
provisions extending to almost the entire population, its benefits covering
a broadening range of adversities at a more generous level in an absolute
and relative sense. State agencies were involved ever more closely in the
management of enterprises and in the private lives of workers and
claimants.

The expansion occurred in two spurts: from the late forties to the early
fifties and from the mid-sixties to the early seventies. Since then, the
expansion has levelled off, and in rare cases it was actually reversed.

By the late 1930s the administrative and fiscal innovations for the
management of the welfare state had been introduced and tried by all
Western governments. State bureaucracies had been proven capable of
setting up and running vast educational, health-care, insurance and
assistance systems. A broad base of political support for such nationwide,
collective and compulsory arrangements had been shown to exist. In
principle, the problems of financing seemed manageable. Students,
patients, clients, contributors and claimants by the million appeared to be
competent participants in these systems. In other words, the proof of
viability had been supplied, not by inference from lofty axioms, but
through sound induction from everyday experience. In Heclo’s words,
the “‘era of experimentation’ had ended and the ‘era of consolidation’

‘begun, to be followed by another phase of ‘expansion’ in the fifties.?

The expansibility of the new formulas for state administration had
been demonstrated during World War II when governments, in close
collaboration with large-scale industry and the unions, carried on a war
economy with spectacular results, especially in England and the United
States. After the war this ‘wartime triangle’ was not disbanded.3

As a result of mobilization for total warfare, the state apparatus had
increased enormously in capacity. Government bureaucracies were now
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up to the administrative challenges of managing a much enlarged welfare
system.” The experiences of wartime military administration, production
battles, civil protection or evacuation schemes and propaganda campaigns
had taught Western governments how to steer the economy, to
orchestrate public opinion and to manage the lives of their citizens to a
degree that seemed to dwarf the demands of running a welfare state, a
task which not long since had still appeared so formidable. This
pervasive governmental intervention had been carried out with the
apparent support of the vast majority of the public. In England and the
United States it had contributed to total military victory. Massive state
regulation not only proved to be compatible with democracy, but now
seemed a necessary condition for its survival both against external threats
and domestic discontent. This domestic brand of compulsory collectiv-
ization persuaded even the Dutch, the French and the Germans after
their experience with the totalitarian version: after 1945, democratic
society everywhere seemed to imply a welfare state.

The lessons of the wartime triangle and the war economy combined
with a pressure in the same direction: in the years before and during the
war, political elites had been forced to seek the loyalties of the working
class as recruits in the international conflict between states and as voters
in domestic contests. If Communism, Fascism and National Socialism
became a magnetizing influence upon workers and intellectuals,
especially in continental Europe, the Soviet system had proven its
viability by its military achievements, and domestic Communists had
fought in the forefront of resistance against Nazism. The Communist
program appeared to offer an alternative to both National Socialist state
terrorism and the capitalist crises of the pre-war era. At a time when
working people were no longer immediately needed as recruits, and
when demobilized soldiers might be in a weak bargaining position on the
labor market as peacetime employment was expected to pick up only
slowly, it was this threat of a revolutionary working-class movement that
loomed large for the politicians of the major democratic parties.’
Moreover, the demobilized soldiers were voters too, and they had not
forgotten the promises of ‘a world free of want’ made during the war. In
the following years, the process of decolonization which involved Britain,
France and the Netherlands in a series of limited, but distant, costly and
unpopular wars and the American military effort in Korea also prompted
governments to seek the support of working-class voters and soldiers
through a more generous social and educational policy.

The war economy had reconciled big business with government
intervention. The Great Depression and the war economy had disrupted
the patterns of production and the political organization of the small
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middle class of shopkeepers, craftsmen, traders and peasants, The
vicissitudes of currency during the period between the wars and the -
wartime monetary measures seemed to ridicule the virtues of private
saving. Small bourgeois right-wing politics was in disarray. The
traditional opposition against state social policy was weakened €ven more
when the self-confident proponents of social security began to promote
schemes that were to cover the self-employed also. This, of course,
tempted many small entrepreneurs who had lived through the years of
inflation and austerity.

The American Democratic Party, and the large Christian and Social
Democratic parties in Europe, often with the active cooperation of
economically conservative ‘liberal’ parties, launched a program of social
security, health services and educational expansion. What they lacked for
the moment in financial resources they often made up in legislative zeal
which laid the groundwork for later expansion once the means were
available. The basis of these policies was highly consensual. A coalition
of large unions, big business, and the regime in power agreed upon a
program of social spending to be financed by general payroll taxes, in the
silent hope of shifting higher wage costs to consumers in a sellers’
market. Vulgarized Keynesian notions of increasing consumption by
government expenditure stimulated these efforts. But it was the
prolonged wave of unexpected and exceptional economic growth that
carried the flow of social spending along.® As a result, ‘welfare state
politics could lie in repose while the engine of economic growth did its
work.”

This first phase of hyperbolic expansion profoundly affected postwar
societies. The vast majority of citizens were enrolled in collective
arrangements for health care and income protection. As a first
consequence, many voters might well object to collective and public
spending and to high taxation in general, but when it came to cutting
specific benefits which profited them especially, they tended to oppose
such measures much more strenuously than they supported retrench-
ments in general and in the abstract. In this manner, strongly motivated
minorities combined to defend their interests successfully every time
they were threatened by a ~ necessarily less determined and cohesive —
opposition.?

The second consequence of this expansion was the emergence of a
stratum of professional experts and administrators who depended on
these collective arrangements for employment and advancement. These
‘new’ middle classes represented a formidable array of interest groups
for the promotion of the expansion of collective arrangements. The
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state apparatus but also in establishing their ‘regimes’ over increasing
sections of the population which accordingly became their clienteles.
The establishment of an educational, a medical and, more recently, a
relief regime has been a major aspect of the formation of welfare states in
this century: the theme will be discussed more fully in section 7.3, with
special attention to the medical profession.

The third consequence of the expansion of collective arrangements
and of the corresponding emergence of expert regimes was a broad
transformation of mentality among the citizenry of contemporary welfare
states. This transformation operated at three levels: (1) An increase in
the valuation of what these expert regimes and the welfare state have to
offer — health, knowledge and the protection from income loss. In other
words, people increasingly appreciated these values and accordingly
defined the daily events in their lives in terms of the basic concepts of the
professions they expected to be provided: a process of ‘protopro-
fessionalization’. (2) A general shift in the direction of greater self-
constraint and a stronger orientation toward the future. At this point, the
collectivizing process and the civilizing process interacted. (3) An
increasing awareness of the generalization of interdependency in modern
society, a transition from the perception of events mainly in terms of
religion, magic and conspiracy to a consciousness of the dependencies
between groups — an awareness of the ways in which the adversities and
deficiencies that afflict one group indirectly affect others also: a
transition from charity to social consciousness. The transitions in
mentality that went with the collectivization of welfare will be discussed
at more length in section 7.4.

The consequences of the expansion of the welfare state have
contributed to its further expansion. In many respects, the first postwar
phase of growth brought about changes in society which then helped to
induce subsequent phases of the collectivizing process. Increasingly, the
welfare state acquired a momentum of its own. More and more, its
collective arrangements began to constitute a strategic environment — a
context providing the options for the everyday decisions and non-
decisions of its citizens.

The second burst of expansion occurred during the sixties and early
seventies.” It could only have occurred because of the continued wave of
economic growth that set in again in the late fifties. But the surplus might
have been used in other ways. The fact that a large part of it was spent on
increasing collective benefits and services owed much to a combination
of popular agitation for increasing welfare provisions and pressure for
expansion from within the service bureaucracies themselves, which by
then had grown into powerful and active interest groups. Developments
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were most explosive where the two combined, where skilled helping
professionals were sent out to help organize potential categorles of
clients and claimants. :

However, a succession of spectacular events jolted governments into a
readiness to initiate another round of social-policy reform. In the late
sixties, race riots in the United States dramatized the problems of
poverty, especially among recent black urban immigrants. At the same
time student revolts everywhere suddenly highlighted the discontents of
higher education, which by then had just become accessible to the
children of the working class — the latest turn in the spiral of educational
expansion.’’ In Europe, large workers’ strikes coincided with student
unrest. A new generation of intellectuals, most of them social scientists,
provided a suitable political interpretation of the rebellions. The entire
sequence of minor revolts, occurring now in one country, then in the
next, evoked a sense of urgency and threat which had long been absent.
Thus the rebellions of the sixties contributed one more necessary
ingredient for welfare reform: concern among the elites."

Governments had long since subsidized health educators to promote
hygiene and prevention. In the process, schoolchildren and adults were
sped on their way to the doctor’s office. Parole officers and social
workers had been serving as guides in the bizarre labyrinth of welfare
legislation. Partly in reaction to the unrest of the sixties, governments
also began to send community-action workers into ‘problem areas’. They
appointed lawyers to defend the interests of lodgers against landlords
and claimants against welfare bureaucracies.’? Many of these vanguard
platoons of the welfare state were sent out with marching orders drafted
by academic sociologists." In short, the agencies of the state were sowing
the seeds for their own proliferation.

In all these cases, the increasing supply of helping services did much to
raise the demand. But this observation, correct in itself, has served to
obfuscate the fact that the clients who now for the first time articulated a
desire for professional help had suffered ills and complaints all along.
‘Outside agitators’ may well have been at work, but there also was — as
always — internal discontent. The supply of professional experts may have
created the manifest demand — it did not create the misery.

The second phase of hyperbolic expansion in the welfare state was
made possible by sustained economic growth and shaped by a particular
political constellation of strongly motivated minorities demanding
spending increases on specific programs and confronting a much less
cohesive or intense opposition to increased government spending in
general."* Within this constellation, expert administrators and helping
professionals promoted their particular services and found support
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within a population which increasingly accepted state intervention as a
means to solve ‘social problems’ and which put a growing value upon
professional expertise as a remedy to social and personal ills.

At a point where this collectivizing process appeared to have become
self-perpetuating, it nevertheless began to slow down. The hyperbole of
expansion was approaching its limit.

By the mid-seventies, the powerful forces toward expansion were
checked — mainly by the budgetary deficits they caused. Once the
necessary condition of economic growth was no longer fulfilled or the
perspective of unlimited and undisturbed growth no longer taken for
granted, the expansion of welfare arrangements began to decelerate. The
turning-point came with the oil crisis of 1974. But underneath, larger
and more enduring facts of international competition had been at work.
Social security and health care were mainly financed from payroll taxes
and thus increased labor costs in the countries concerned. By then, many
non-Western countries had industrialized to a point where they could
successfully compete in the market for manufactured goods, because of
their much lower wage costs. As social spending continued to increase in
the West, while governments, unions and employers were loath to raise
payroll taxes, a deficit resulted which had to be compensated either by
public borrowing or by inflationary spending: a ‘fiscal crisis’ ensued.
Leftist governments, such as that of Mitterand in France, found
themselves incapable of continuing expansionist policies.’ But right-
wing regimes, such as the Reagan presidency in the United States, also
proved unable to rescind health, education or social-security expendi-
tures.' In multiparty systems, coalition politics even reinforced spending
patterns. Where bourgeois and social democratic parties alternated in
government,'’ as in the Netherlands and Scandinavia, or in Italy, social
expenditure nevertheless continued to increase.’® What was imposed or
achieved in most countries by the mid-eighties, was a policy of limiting
growth, of levelling off hyperbolic expansion, until it approached an
equilibrium asymptote.” Where, in some countries programs were
actually cut back in absolute terms, they usually concerned assistance to
the poor, especially families (i.e. mothers) with dependent children, or
adolescents without employment history — whose numbers were sharply
increasing everywhere ~ and the permanently disabled who had for long,
or always, been without work. Those who were least organized and
politically weakest were hit hardest by the retrenchments.?® The aged, on
the other hand, proved to be a formidable bastion.

When it came to saving on welfare services, the helping professions
which had emerged most recently, were less established in terms of
academic nrectice and had lece accece tn the malitieal rociama  alen
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suffered the heaviest cutbacks: community organizers, psychotherapists,
physiotherapists, neighborhood nurses, family assistants, social workers
and so forth.?! The medical profession and the teaching body were able
to put up much more effective resistance. ’

The coalition to maintain the basic arrangements of the welfare state
still holds in most countries.”? Even determined conservative regimes,
such as Thatcher’s or Reagan’s, have not undone the basic tenets of
collectivization and transfer-capital accumulation.?? The ‘welfare backlash’
has been more of an ideological exercise in verbiage, than an effective or
consistent policy.?* The result, so far, has been not so much a reversal as
a declaration of the process. For reasons of their own, the parties in the
conflict have resorted to hyperbole of the rhetorical kind. On the left,
every attempt at slowing down expansion is decried as the first step
toward the demolition of the welfare state. On the right, the hyperbole of
expansion serves as a rhetorical device to justify any budget cut as a
means of limiting expenditure that has gone out of control.

In fact, the underlying consensus about the basis of the welfare state is
still so encompassing that it remains largely unnoticed, a ‘silent majority’.
"The discussion mostly centers upon relatively recent additions which, for
their great symbolic value, hardly affect the total amount of expenditure.
But of course they matter very much to whoever is directly affected by
such measures. Consensus is, however, almost completely lacking when
it comes to future elaborations in the collectivization of provisions. For
this redson, also, the hyperbole seems to have reached its asymptote and,
for the time being, equilibrium appears to have been achieved. Very few
people really want to go backward, and even fewer have a clear vision of
the direction future policies are to take.?

The limits of the welfare state are not necessarily in the financing and
managing of the system. The restrictions seem to be in the potential for
effective redistribution. The critique may be phrased in terms of
redistributive justice and civic morality, or in terms of effective incentives
and allocations. But there are also other objections. The contemporary
welfare state has become a strategic environment in which people
operate as calculating entrepreneurs. This applies to the experts who
derive their income from services supplied within a highly collectivized
context. It also goes for the claimants who obtain their benefits and
services within that setting. Finally, taxpayers, especially wage-earners,
contribute up to half their income and more to the financing of
provisions from which they themselves may benefit only many years later,
or maybe never. The welfare state as an anonymous and mostly ‘value-
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restrictions and levies in a quite inscrutable way, asks to be exploited and
deceived. The rich can afford to hire experts to find the crevices in tax
legislation, they may employ lawyers, accountants and even ‘sub-
sidiologists™ to work full time at seeking legal loopholes. At the same
time, bureaucrats are busy stretching the mazes of administrative
regulation to fit the needs of their organization. For small, private
taxpayers and individual claimants, maximizing their advantages and
minimizing their costs remains a one-man enterprise. But everyday
conversation helps them to find out the recipes for dealing with taxes and
benefits in entrepreneurial fashion. There are not enough inspectors to
check up on everyone, to make each pay his due and to ensure that every
recipient is really entitled to her or his share. Moreover, attempts at
policing constitute further intrusions on behalf of the state into such
intimate matters as how one spends one’s time (in gainful, but
unreported, activities?) and with whom one shares table and bed (with a
lover who might help with household costs?). Obviously, welfare
arrangements must operate with a considerable amount of ‘loss’. But
compared to a combustion motor or a light bulb, which waste more than
two-thirds of their energy in generating useless heat, social security and
social assistance are marvels of efficiency, spending less than one-tenth
of funds on administration and losing a comparable amount on evasion
and fraud. Of course, machines are not held accountable for their
wastefulness, while inefficient machines are driven out by more efficient
models. Citizens, on the other hand, not only blame others for their
deceptions, they also tend to imitate them out of competitive necessity or
out of spite. Dishonest contributors and recipients ‘always drive out’
honest ones, according to Gresham’s law as applied to the welfare state.
Worst of all, a welfare state operating with perfect efficiency would be
perfectly efficient only as a police state. This, more than anything else, is
the coming dilemma of social policy.

The relations between the welfare state and its contributors or
beneficiaries are mediated by more or less autonomous experts. These
state-related experts have played a major role in shaping the arrangements
of collective care. They have also contributed to transformations in the
modes of interaction and experience among the citizens of welfare states.

3 The transformation of the middle class and the rise of
the expert regimes

The twentieth-century collectivization of care is closely connected with
the transformation of the middle strata of society, from mainly
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independently employed small entrepreneurs into mostly wage-depen-
dent, educated employees of large organizations.”’ Their resources
shifted accordingly from private economic capital to cultural capital and a
share in the collective transfer capital. Like other wage-earners, the
middle cadres, and government employees especially, came to rely on
collective transfer arrangements rather than on private savings, but their
provisions tended to be far superior to those of manual workers. The
more generous insurance schemes for government and company cadres
served both to maintain a precarious social distance and to set a standard
for social policy in general.?® The overwhelming preference of these
educated wage-dependent cadres for collective provision testifies to their
proletarization in comparison to the self-employed. Individually ac-
cumulated knowledge distinguished them from manual wage-earners,
whose embourgeoisement threatened to efface other class distinctions.
Their expertise and their collectively accumulated transfer claims had to
compensate for the occupational autonomy and the private accumulation
that went with the self-employment of the old middle class.?

But this transformation of the middle classes was tied to the emerging
welfare state in yet another manner: the collectivization of health care,
education and income maintenance provided steady employment for
untold numbers of trained experts in the management of the new
arrangements. In one and the same grand development, the sons and
daughters of the small independent bourgeoisie which was being
threatened by big business or large-scale industry and the ambitious
children of upwardly mobile industrial workers who had found new
opportunities for advancement in large organizations were recruited into
the expanding service bureaucracies where they were to take care of
those who could not, or would not work or who did not yet or no longer
had t0.*® The cushion of employment in the service apparatus thus
absorbed a good part of bourgeois frustrations and working-class
aspirations by admitting younger generations to the ‘distribution elites’
who managed the expanding ‘social clienteles’ of the welfare state.
There, they allocated scarce resources through bureaucratic procedures
in exchange for political loyalty.?!

Even states are figurations of human beings, each linked to other social
groups within their territory, all of them together constituting a ‘family of
states’ in mutual and competitive interdependency. The most visible
persons in such state figurations are those at the summit of the hierarchy:
the administrators and politicians who are nominally in charge and
sometimes in a position to change the actual course of policy. They
constitute what has been called the political regime. But from top to
bottom, states are made up of human beings. The expansion of the state
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seems — which does not reject the mixed cconomy and the
wellare state: this is corporatism.

Unlike the neco-conservative and Marxist perspectives,
corporatism is not a major theory of socicty-cconomy relation-

ships. Essentially, it is a pragmatic approach to theintegrative

problems of the political cconomy of advanced capitalism -
—at least, that is its relevance to the present discussion.
Corporatism, like many othclr lerms in ‘thc social scicnces, has
been used in a variety of ways to designate the linkages
between organised economic interests and the structures and
processes of decision-making in the modern state. But we are
not concerned here with its varicty of usages and meanings.'
And, in any case, with onc ortwo C)g:aplionsz writers concerned
with the analysis of the welfare state have not paid a great deal
of attention to corporatisiti as a mode of integration and its
implications for social welfare. Under these circumstances, I
shall procced by offering an ideal type of corporalism, con-
structed from a variety of usage and analysis most appropriate
to the purposes of this study. Table4.1 presentsan ideal type ol

the corporatist or integrated welfare state (IWS) and contrasts

it with a similar construct of the pluralist or differentiated
welfare state (DWS). The contrast highlights what is most
distinctive about the corporatist approach to welfare.

Table 4.1

Differentiated welfare state Integrated welfare state
(DIVS)* (11 S)*
{Keynes-Beveridge) (Post-Keynesian)

Economy - Regulation of the
economy {rom both demand
and supplyside, c.g. profits,
investment, wage levels, in-
financing, tiscal and monetary {lation, labour market con-

Economy - Repulation of the
economy from the demand
side. Government measures of
‘pump priming’, deficit

Towards the Corporatist Welfure State! the way ahead?

Differentiated welfare state
(DWS)*
(Keynes-Beveridge)

Integrated welfare state

(IWS)*
(Pdst:Keynesian)

Social welfare - Relatively
autonomous realm scci as
distinct from the cconony.

~ Stale provision of a range df

scrvices scen as ‘socially’

- oriented with liltle explicit

linkage with reference Lo the
cconomy.

Polity - Characterised by in-
terest-group pluralism, A
frec-for-all or markel piodel
of the polity and socicldl
decision-making process. I'ree
collective bargaining it the
industrial darea. Pursuit of
sectional intérests through
organiscd groupings, parlics
and parliament. Excrcise of
economic power without
social responsibility.
Parliamentary forms of
government. Full civil and
political libertics.

Social tyalfare - Not seen as a
tealit} dilonomious of the |
gcandily and ccoromic
qolicy. [nterdependence and
Yntcr'ri‘:lgﬂqnship between the
social ahd economic
recoghiged ahd [ustitutjonal-
ised. Fihplonal felations and
trade=ally petween the
cconario difd {lie soold] 1n-
form polley-miaking,

Polity = i,«ti";‘n,tlﬁ‘»,fi?ﬂ'éd by epn-
trafised plirallspi, Birgaln
betswesli ek assoelatiols /
‘reprpﬁééhwﬂ)ﬁﬁ pl (ajor
ecqriomig iilerbsly oyer 4
broad rafigk l eeorotile tid
social ‘F;q!lbiiés; Iiet-
deperideiibe of coandmje
sroups recogfiised and
nstitiitionallsed In the forny
of clgsy cu-operdtioll and
social colisenistis. Major
ecafioniit ppivet grod :i’nFs
pssunie hﬁfial regpoitsibility,
Parfiarfiphldsy forins af
goi{érriqmﬁ : FUll civil aid
polities] {|ttties;

*The terms “differentiation’ and *integration’ are \\)é]j &:Sjldbhshpd lj) ﬁdbjﬁl igtty,

policies to stimulate or inhibit ditions. Regulation-and

demand. conscnsus-building (with or
without slatulory instruments)
fcross wide ranging economic
issues.
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As used here, the differentiated tvellire stae n‘:fc!rsl o ”ﬁéﬁh‘“dﬂ ol tdet ol instithtions
and policies added on to tlie cconomy ':l,ﬂ(:l polllyi Bl seen 45 4 rglaavely self
containcd, delimited area set apart from lhehd. The infearited welrake siile sugpests
that social welfate programinies and policies are seefy h rﬁ{aﬁpp tg the ¢cofomy and

polity and an atlempt mad¢ lo inlcg{q(t s'q‘qial wlcj![d‘r‘i,‘: il fhe l;irgpr soeiatyy
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The Welfare State in Cyisis

Corporatism differs from the posi-war welfare state in two
respects. First and foremost it sees cconomic and social policy
as closely interrelated and, therefore, in need o[ coordination.
The Keynes-Beveridge approach was bascd on the idea of
‘correcting’ the tendencies of a market economy, through
judicious state intervention and limited forms of social policy.
The corporatist view is more syhoptic: it recognises the nced to
harmonise the cconomic and the social within sbcicly as a
whole. To pul it another way, (.orpomlmn rccogmscs the
feedback of the social for the econoinic (and vice vcrsa) and
trics to come Lo terms with it. Thus, it sees distributive issucs as
inseparable from those concerning production. The upshot is
that, unlike in the DWS, the economic implications of social
policy are not shirked, whilst social policy objectives are
introduced quite explicitly into economic policies. Second, in
the corporatist approach system liitegration implicit in the
institutions of the welfare state is scen as related to social
integration.® In short, the functiorial integration between the
cconomy and social welfare is scen as imerdcpéndcnt with the

v relations between major cconomic groups (i.c. capital and

labour).
This implies that a productive market cconomy and a
highly-developed system of social wellare (system integration)
cannol be sustained in the long run without the co-operation
and agreement of major social groupings. This ‘systematic’
or ‘holistic' approach to problems of intcgration differs
from the piccemecal social engineering or process approach
implicit in the Keynes-Beveridge notion of the welfare state.)
<The owners of capital as well as producers i1i their organised
capacity (i.e. employers’ and workers’ associations) are recog-
nised as major partners in the hational enterprise (pace
Marxism, the nation is no le§s real an entity than class) of
production and distribution, and are therefore expected to
assume responsibility for making the system work. This means,
for cxample, that, as in Austria and Sweden (sec pp. 109-19)
employers recognise full employment as a social objective
while workers accept the need for wage moderation and higher
productivity as a prerequisite for economic growth and social
wellare. In contrast with the lIobbcsmn view of 4n unremitting
conflict of interest in the economic as well as the political
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markcet- placc and the Marxist view of a ciasg Wa “m nOi‘ m*~
ate view is that ofsocxcly as a web oﬁnterdu‘ “{3 JJM lmc dhé
and interests whicl requires co- dpchmox | b ‘;k,tng at it ﬁ‘qm
another viewpoint we might say that the YV g “g&; e Joglo
of CO”LCUVC regponsibility for lhc soch (gny bejo biid
Keynesianism. In this respect just as the w;fgrg slate (D S)
was a stép forward from a hlgcly Ig(se fql ¢ koot mmy atid
residual wclhrc the IWS may be dcscrlrj p\ﬂ qhq wr B(ép
forward on the road to wllccuvc responsi ili Thus riot only
management of demand bu( alsa $hpply br productwe (2]
sources, motivation for investment, 'md ;lm like dre igsues that
have to be addrc:sscd collccuv(:]y

It should be notcd that the nature of stitg Welfare does not
change under corporahsm As i the DWS, i remairs by and
large institutional. Rather, corpOxaﬂsm prqyides an institu-
tional framework for sust"unmg fpll ehlplbyméﬂ and com-
prehensive socml services in the cohitex! ofa liberal market
sociely. At the risk of repetition, it riay be worth reminding
ourselves that this involyes fnst rccdgmslng both the im-
portance of productlon for distribution dnd the trade-off
between socjoeconomic phcnomcna, SUCI as inflation,
economic wage, social welfareg and unemployment. (In this
sense the IWS acknowledges the interdependetice of the
Keynesiam and Bevcudg,mn aspects of wcl(aro much more
clearly than the DWS)) Sccondly, it lccogchS that in orderto
harmonise economic and socml objectives (i,e to maintain
syslcm mtcl,ldllon) mslllulloxmhscd cb opdkalion belween
major cconotiiic interests in socxcly bccomcs essential, This is
the essence, for example, of thic Abstrian ’5pLial partpetship’
between labour and capital. Adrmttcdly, Sl;lﬂh nollaboranon
between major organised intcrests lUVOW,CS §ofie CU[tmlmbm
of a frec-[or-all pluxahsm whether | I rcspppt l‘wagq argdm-
ing or social welfare. Thus what we havé lbréJ kmd of
centraliscd pluralism whicli ackngwled s the real;ty Qf
organised economic power and lli reic{i mm [at achmriﬂg
social goals. No doubt tilc tnpaﬂ e st urg £dccls ans
makmg— involving employcrs wori(t:rs an

Hestat pob
in corporatist problem-solving also memiﬁ H m‘ qmia
political order (i.c. pulmnicnt arid polmcm ;j*;rt;é ) l5to ap
extent by-passed and thus downgmdeq Bht lhis ik a [jrlpe—-

1
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and a somewhat ambiguous one - that has to be paid for the
corporatist approach to problem-solving.*

By now it should be clear that in integrating the economic
.and social rather than treating them as warring social
principles (cf. Titmuss), and in allowing a form of ‘national
interest’ to be institutionalised beyond the level of unbridled
pluralism - thus building a mcasure of national consensus and
fiscal responsibility — the IWS goes some way towards mceting
the major criticisms levelled al the welfare state, especially
from the Right. Thus unprincipled government growth, over-
load and failure are notions that do not sit very well on the

| TWS. For example, Austriari incomes policy, as we shall sec, is

.} worked out voluntarily by the major interest groups concerned

with no government control. In Sweden, too, by and large
national wage bargaining has been a voluntary affair between
industry and labour. This is a far cry from the government
overload associated with Statutory income policies, like those
i4 Britain which have been an obvious failure. The nco-
conservative critique of the welfare state (and to some extent
also that of Marxists, e.g. O'Connor, regarding government
failurc in capitalist democracics) hds tended to generalise from
the Anglo-American experience. Inshort, itislargely a critique
of the DWS. Clearly the IWS cannot escape this radical
critique (directed from both the Left and the Right) entircly.
Far from it. All the same it would be a serious error to
_underestimate the difference between plhralisn} and corporal-
“ism in this regard.

S0 far we have discussed corporatism simply in terms of the
idcal-typical features of the IWS. We next look at the nature of
this corporatist society, especially its political complexion,
more cxplicitly. From the various Llypes of corporatism
distinguished by political scicntists and others we may single
out the distinction between liberal (democratic) and author-
itarian (dictatorial) forms of corporatism as the most relevant
for our purposes.’ The former represents a voluntary and
gradual development of corpotatism, namely, the relevant
attitudes and institulions, from within a pluralist socicty. Its
essential context is the liberal capilalist society witltits parlia-
ment, political parties, civil and political rights, due processes
of law, and so on. This Jiberalism is not incompatible with
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certain restrictions or legal c‘fo,h.é;,traﬁhyt,sf, ofl Wage agreements
and strikes, for cxample, In fact siich restriotions, especially on
labour, arc commonplace in the plitalist regipies of North
America, and are not necessarily a féat| re of corpofatisti, The
main point to be stressed i§ that in (]é!LWS the liberal and
voluntary framework remains firmly iif glae,

Adlhoritari‘t}n corporatisi, by cphtff?}_ﬁ ,@ “’WUI injdry. It 15
usually imposed, under threat of fokf:‘;’;; ‘i a ml}ng elitg; It
involves restricting the civil apd polmgal}fgh&é of the oitizejt
(in substance cven il npt always in [orth); buttalling or abalishs
ing free elections, doing away with ﬁﬂlm;‘al coitipetition
belween partics and parliamgrilary goverfiment and HEOVG all
depriving trade unios of their a‘ugpdqhi‘y ahd integrating them

~ forcibly inlo the slat‘c‘appqrgimsTNa# Gé;rmgp‘y, Fasoist Italy

and Japan in the 1930 are extreme gkniples of this form of
integration of the cconomic ;q{i,d the soclal seotots and of |
capital and labour under a (rigd’i-‘vyih‘g'} ﬂictgtorship.ﬁ

From our yiewpoint, authoritarianisi really contradiots the
esscrice of the corporatist welfate stato (IWS), for the latter
implies a ‘social contract’, i.e. voluntary vollaboration among
key socioeconomic interests who tetdif theit [reedom of action
and the autonomy of theif organisational base, Authoritarian-
ism, on the bther hand, presupposes the turtaflment of trade
union autonomy (e.g. arrest ot remigyul of uhcooperative
leaders, abolition of upion elc‘ctﬁlqns,‘ de factp abolition of the
riglit-to strike, etc.) often dcooimpanied by the restriction of
civil and political ringtS more geﬁc‘raﬂy, Tliat said, it must be
recognised that liberalism artd atthoritarignism arc matters of
degree. 1tis useful therclore to think fn, terms of a continuum ol
Jiberal, authoritarian and Loiglilillaridij formy of capitalism,
Clearly regimes like that of Ngii Qbrﬂmny come in the last
category. The kind of volyntary cg-ppefation dihong major
ccononiic groupings and the limi;cd ifistitutional coordifatiofn
of policics int the context of a frée chz'jeb! Wét ave labelled as the
1WS, belongs [lirmly to the liberal etid of ji(} gontintiin.’

We have outlined the DWS aiid the I'WS a3 d;ial lypéﬁ And
it is not surprising that thie iﬁstiluﬁﬁﬁ“l ,‘ a“pths i t}.ﬂ.nm
countrics are closer to the ideal-type of {Hg I VS thafl |6 othets,
Elcments of a corporatist appfbhph‘?a’.% heést| presetit In

i
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number of European couptries for q‘h,t[c? Sfﬂ%‘ﬁﬂ tmw; It wguld
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be useful, therefore, to look at their cxperlcncc and to see what
conclusions might be drawn from it.

Let me point out at the very outset that none of the English-
speaking countries can be said to have moved [ar towards the
IWS. They have remained essentially DWSs and in at least one
- the USA —cven the structure and ideology ol the welfare state
is not established very firmly. Britdin has been flirting with
corporatist forms since about the mid-1960s without ever
achieving a viable national consensus in favour of such an
approach. Recent British history is littered with national plans,
incomes policies (voluntary as well as statutory), a social
contract and so on; in short, fragments of corporatjsm intro-
duced ad hoc and often as a temporary expedient.® As an
OECD study points out, this is a far cry from the relatively
enduring social consensus developed by countrics like Austria
and, to a lesser extent, Sweden which embrace a notion of
social management much wider than an incomes policy.’
Britain's perfunctory experiments with corporatism and their
failure { pace the social contract of 1976-9 between the Labour
government and the trade union movement which is the closest

- Britain scems to have come to a relatively collcrcnt, com-

prehensive and successful - at least for a time -~ attempt in this
direction) have a significance that goes well beyond the British
Isles. 1 ,

As the leading DWS in the English-speaking world, post-
war Britain scrved as a modél of the wellare state and its
achievements. Since the mid-1960s, however; an ailing econ-
omy, rclative decline in social expenditure compared with
other countries and, not least, the failure to cstablish viable
forms of corporatism have left a depressing legacy of lame-
duck welfarism and half-baked interventionism. Increasingly,
therefore Britain has come to represent a negative experience,
bothinrespect of the DWSand the viability of an IWS, and asa
result the English-speaking world has lacked a positive model
of welfare capitalism. Itis partly [or this reason that monetarist
and market solutions have '1cqu1red so much credibility in so
short a time on both sides of the /\tlanlic In English-speaking
countries we have had very litlle acqumntamc and virtually no
experience of a corporatist welfare state.

Itis primarily certain European countrics, above all Austria,
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but also Sweden, West Gexmany and tlle Neth Flands attion
others, that offer us the experience - mor; dk‘ rp‘s guncessIuF
more or less stable~of corporatism, 19 The lalte SLE foi“d of
collectivism that is far from xcluclant‘ and i( i holsurpnmng
that it is in countrics with a devclopcd spr' l democmtic and
labour movement that coxpoxahsm has bbe gwp td devqlop
most fully Convcxscly copnulcs in {Vhic 3 quour ove-
ment is weak and there is no social dcknocra 1(3 nb“ﬂos, fotably
the USA, have been the furthest from ths ddlpbihl]sl path,
As Robu( Salisbury writes: ‘the political sUng h ol buslhusa
in America and the conL()mHAm wciknch oﬂqbo Ur gy wel
help us understand why it ’ms only bec 1int méli ?rseveztprlms
that both sides have becn willing to it toget 165, On L 13 ot 1&;
hand, countries with a large Communist Party (e aly and
r mncc) have also failed to develop corpqrd{isl fhst [. tlonSA It
the formcn given the weakness of ldbouf rcltanoc 119 bdcn
placed.on- lhc market forces to cor rect the ccbnomyf with socfal
objectives taking a second place, In ‘thie latter, given the antj-
capitalist thrust of communist- domfnatcd about moyements,
class collaboration has not been a viiible proppaiiicn fot either
labour or capital. Perhaps Berlinguer’s ‘historic comptomise’
(collaboration bctwcen Christian Democratg and the Com-
munisis for the sake of stabxlxty and progreSS) might have
brought Italy closer to an e*(pcument in catpordtism, but in
the evenl it fallcd to matcrmlxsc 12 Howevet‘, the conditions
which favdur lhc emergence of corporatigm, though ati im-
portant issue, wduld not be our caficern here (see, however,
p. 174 bclow) What I should llkC to omhhc 1o is tha nature
and experience of corporatism in Austria add briefly Sweden,
This will scrve to illustrate the arguiicnty prQSCMCd abaoye in
favour of corporatism. ‘

Auslria

Among western industrial countries post-wpt Aﬂsl ia cofiios
closest to the model of an IWS. And it is 1q pgindl enok that
Austria’s record on economic growth, full tx‘ gloy ent, soblal
welfare expenditure and indbstrial pcqcc ih

has been cxccphondlly good. 1 Its’ rccuk

pbtfrdm @nﬁu s
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particularly impressive. In the 1970s when one western country
after another succumbed to economic stagnation, double-
figure inflation, rising unemployment, industrial conflicts and
cutbacks in social expenditure, Austria managed to maintain
an cnviably good record on virtually all of these. And most
commentators agree that a major, if not the major, reason {or
Austria’s resilience in coping with the economic crisis of the
1970s is its institution of ‘social partnership’-in short,
corporatism, !’

A number of historical and geopolitical [actors scem to have
contributed to the emergence of the peculiarly Austrian way of
achieving consensus on cconomic and social policies,
institutionalised in the form ol the social partnership. The
traumatic experience of tf}c inter-war years involving acute
social conflict, civil war and the collapse of democratic
institutions; international status as an alliance-free Kleinstaat
between East and West pursuing an independent course; the
strength of labour and social democracy; the somewhat weak
position of private capital as shown by the fact that public, co-
operative and other forms of social enterprise account for one-
third of the whole economy —these are some of the main
factors that help us uxldcr§taxld the emergence and success of
Ausrian corporatist developments.'®

The essence of the Austrian social partnership is the volun-
tary co-operation between the two major interests, capital and
labour, over wide ranging economic issues. The post-war
objective of achieving ccononiic and social stability led to the
setting-up ol the Joint Commission [or Wage and Price
Questions in 1957. The Joint Commission is one of the most
important institutions of the social partnership, but has no
lcgal foundation as such. Four economic partner organis-
ations are responsible for funning it. Between them they cover
agriculture, industry and labour. The Joint Commission has
three sub-committees concerned with wages, prices and
economic and social questions, respectively. Government rep-
resentatives attend the Commission’s mcetings, but have no
voting rights. In any case, l;;c Commission is not so much a
forum for the representation of interests as a corporale body
which seeks to arrive at a consensus and makes unanimous
decisions. This is certainly theé case with the two major
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decision-making bodjes—the wages atid the prices gub-
committees. The principle ofurj;ii)imity aid dohserisus means
that any one of the four copstitugnt bsgbciﬂ“bﬂﬁ cin brihg the
autonomous partnership to a halt. l‘ I

The full Joint Commyission nieets morthly with the Federal
Chancellor as Chairmaui. The full as:se{q]q] plflhp Caminlssion
also mects quarterly as an ‘cconpinic bb%py fortim® With the
national Bank, Findiice Ministry aild épqo alls’tg\dr‘awn from
the constituent associidtions La}’(ihg- bi}rt;. uis[ Haweyetr the
Chairmen’'s Discussion, wliicli (‘al;&g‘:f‘sﬂ' pi,qct: bgﬁfplr;: pdgh full

mecting of the Joint Commissigd, that is of key Impotidhoe,

Here the chairmen of thic four quociéLiQhﬁ Y\}pr out dhid agrep
on comptomise solutions. Degisioris 1ot airbgdv taken {n the
sub-committees arc arrived at herer THe [ifal declsion of the
full Commission is then simply a forméllty,

It should be noted that the decisiang al the Joint Commis-
sion have no legal slatus and must be ghanted statutory
authority by the state. Wage policies aiid recotnmendations
arc however autonomous and hh% no ]tfzgﬁl standipng, Wage
and salary ncgotiations are c}on‘d‘uc;tej(j by the respective unlons
in each industry and wage muoderation is less a function of
centrally-established guidelines than that of a climate of
opinion created by thesocial pax‘tnerslilﬁ and other consensus-
making bodies. As regards statutory endorsement of social
partuers’ decisions it is virtually ‘urithinkable' that parliament
could do atherwise. In fact, the ptactice of the so-called
‘twofold paltity’ ensurcs an interlock botweet political partics,
the social partners and tlie parliamgiit, The top officials in-
volved in social partnership are U”S%h}' tilso Membors of
Parliament and [unctionalies of thelr own parties.!?

The social partnership is based ofi the recognition that
conscnsus aniong major economié piaupings - chiefly em-
ployers and workers - is 4 prerequisite for the shiooth func-
tioning of a modern industrial inarket geonomy, In p,a,rficular
it is recognised that if social policy gijgjig’ Sa.g, full emplayment
and social elfarc) are to be d}ch;cveﬂ theh ccanpmlie palicy

issues must be addressed. More g?hﬁ?ﬁ“}'n the listérdependenge
of the economic and the sotlal i§ gk qw;edg&d an]d thi
shiedn goonotlo wags

relationship, including the trdds’z‘—pff L‘fﬁ |
filla

and social welfare, wage levels and

{f

tiah, itifaliot and

—



|

The Welfare State in Crisis

uncemployment forms the basis of the gencral policy approach.
Thus ideological billing and rhetoric apart, Austrian political
partics and economic groups agrece on the objectives of econ-
omic growth, full employment aind social protection as well as
those of economic and political stability. The social partner-
ship quite apart from its contribution to cconomic stability
and growth, is also an impor}a‘n‘t political stabiliser. For,
irrespective of which of the two major parties are in power,
both capital and labour (each cldscly alfiliated to one or the
other) have a permanent voice inan important area of national

decision-making. Morcover, the principle of ‘twofold parity’ .

enstires that cach side has equal representation. '

In brief, what we have here is a form of permanent incomes
and prices policy, voluntarily arrived at by the major cconomic
interests and closely related to a set of agreed national objec-
tives, full employment and economic growth, to name the two
most important ones. It is important to distinguish the
Austrian system of corporate decision-making based on con-
sensus, with prices and incorhes policy forming part ofa wider
notion of collective responsibility, from the ad hoc and tem-
porary forms of incomes policies jnstituted (e.g. in Britain) to
deal with a crisis situation. Stop-gap incomes policies, as
Britain's experience shows, give rise to what has been called the
‘re-entry problem’-the return to [ree collective bargaining,
sometimes wreaking havoc on the economy in tie process. It is
the long-term and-voluntary naturc of Austrian social partner-
ship, with its firm commitment to the idea ol concord and to
the principle of unanimous decision-making, thatdistinguishes
the corporatist Austrian welfare state [rom say, the British
welfare state.

Britain remains essentially a pluralist order in which limited
forms of incomes policics represent a temporary suspension of
the norm of free collective bargaining. Moreover, in the
absence of a national consensus, government attempts at
curbing wage militancy and [recdom of action of the shop-
floor through legislative restrictions appear as an imposition
from above. It is scarcely surprising that they fail in the long
run. True, Labour government's social contract with the trade

. unions, both in its compreheusiveness and its explicit

1 recognition of the interdependence of cconomic and social
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policies, wa.ts‘pirobably the closest gpprp‘xi" i ilpﬁ i[i Etitgin b
a corporatist approacli to welfdre. But it Jd tiat Have the
support and gencral assent of either ;l’é pmpl ‘5 ‘
opposition party. It was instituted to deal with a oelsis ~ Hyper-

inflation, rising unemployment and a stagharit geononiy = and
in this sense was rcgaxjdc‘d, ai anly rate by the wotkers, a5 a
temporary measure, While it sulc,c,éCd‘éd in restraining wages
and bringing down inflation, tie lioped:faf hcpnbh ic regavery
failed to arrive. Afler (lirce yeats Qf réa’!fﬂlh‘t,dicmm ui)
demand for highér wages crupled in the (jﬁ 6t 6 ut

,‘W‘ of 1979 butying
¢ : } 186143 i the prootss.
British atlmnpb at 'lllSlFUllidl]laf‘ forimg of bﬁﬂ’ﬁbmtism, ftot
rooted in a hational consensus dnd lh(v,fm‘fgij‘-g‘{:{doﬁwd tg b
temporary cxpedients, “a‘t‘c a far ery frplm Ujij m[guw[ym)gur-
ing institutions and idcology of the Austriail welldie stale:

It should be noted that one of the agsﬂnﬁj“uns Uhderlylng
national consensus and social pariq%ﬁgéhip ”} Austriais that {he
relative shares ofcapi{al and labpu? in th¢ hl'm!pha‘ income are
not to be disturbed. The ratio scale be}W&B‘h’ Wages alid‘prp[its
is apparently well established ahd what s empliasised Is the
need to make the ‘pic’ bigger rathier tliaﬁ}gdjambulc income,"
In this sense it is clear tiat the IWS is nOLﬁSdciaUs‘l institution,
Its structures are {jrmly embedded lp} a rfiarket economy which
relics on profits and must remain compelitive internationally.
But en revanche the Austrian welfare state, ag compared with a
DWS such as Britain, seems Jess likely to fostet the illusion of
being redistributive and socialistic, 1t could be that the free-
for-all of a DWS is in one sensg tp l‘abdur‘s advantage, Thanks
to the security provided by full cinploymént and sooial benefits
labour can increase its sliare relatjve to cdpita) through free
collective bargaining. But it s also clear thiat sucli a tactic can
only work in the shorl run. In the lopg run, decling in
productivity and profits result in d‘gclihihg gconomic gtowth,
which in tutn leads to uncmployment ihd culs in social
programmes. This is roughly what seenis Lo liave happened in
Britain. ’ o -

Pul another way, the IWS takes a dyhainip ghd sacieral, view
of the relation between the market econgiiiy full émpipymuut
and state welfare programmes. It is g‘is )tilou h the widet
implications of Keynesiahism are graspgd [roh a)gﬁ BQ'giﬂMﬂg

i
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and the nccessary institutions and attitudes developed to
sustain welfare capitalism. The IWS thus cmerges as the
appropriate framework within which to accommodate the
logic of a Keynesian mixed economy. This is cvident in
Austria’s success in maintainipg full employment, low rates of
inflation, economic growth and an exccptionally low level of
industrial conflict into the 1980s. For example, in 1980 the rate
of uncmployment in Austria was 19 per cent compared with
6-8 per cent in UK; the rate of price inflation for the 1970s
averaged at 6-3 per cent, loss than half of UK’s 13-6 per cent;
whilst the strike minutes per employee averaged a mere 5
compared with UK’s 274.

After the first oil price explosidn, Austria adopted counter-
cyclical policies - financial, economic and rclated to employ-
ment - to combat the growing recession. Large deficits in the
budget and in the balance of payments were accepted in order
to maintain full employment. This policy was feasible largely
because the social partnership ~through wage and price
modecration - could keep inﬂaft’ion in check. As an OECD
report comments, ‘the incomes policy encompassed by the
social partnership has played a key role in maintaining good
cost and price trends...with inflation under control, the
authoritics have been able to pursuc a more expansionary
fiscal policy than would otherwise have been the case.'?®
Naturally, Austria has not retrenched social expenditure but

. has decided to reduce the budget deficit recently. This is to be

done in part through slightly reduced public expenditure and
in part through higher social security taxes.

While Austria is no socialist haven-for ¢xample, income
inequalitics have remained stable over the years - it is also clear
that through corporatist arrangements Austria has prevented
the costs of capitalist markel dislocations ‘to lic where they
fall'. Instead of resorting to a free-for-all, in whiclh fractions of
labour or capital win a skirmisli temporarily but whose un-
intended consequences are high in{lation, unemployment and
the retrenchment of social programmes, Austria has main-
tained intact through the 1970s-on all accounts a dilficult
decade for capitalism as well as welfarc - Keynesian wellare
capitalism. The Austrian expericnce would thus scem to chal-
lenpe the arguments advanced by neo-conscrvatives as well as
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by Marxists about the incompatibility df\%)p.fhilp With capitals
ism. Rather it suggests that the dysfunctidhs d’ wallate ﬁﬁimd
upon by these critics have to do, priméfﬂw Mw H“S Dwsg af
the English-speaking world. ‘ A '

It could, however, be argued as Marxisty do, thal given the
international naturc of the curfent crisis C’JfQi‘pdfﬂyﬁsiﬁ too can
only stave off its effects l¢inporarf1m Itis only & mattér ol time
before corporatism comes apart iii’t‘h,é‘ fage of the con fm
dictions of c‘apitfilism. Ina sljgll‘;ly dlfﬂ%i‘(‘}hlt h,)ﬂﬂ the safe
point is made by many fion-Mdrxist f:ohmgl;'s‘l m,lqrs wha M'guc
that with continuing economic stagnatio } ‘Wil become in+
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\

A

© creasingly difficult, ifnotimpgssibl’g‘{tofﬁiﬁ flajl ilg@gss&n;;lqlg

1

of social partnership in Austria; thaH wl 1‘5# the spoial partior
ship can weather short lived crisés fand FEEESLOUS asft Has in

ey

the pas, it cannot survive 4 iohgvp\‘erip“d {)i‘ st éhfa;imi which
takes cconomic growth, gn cssential pf‘j‘épnguudﬂ féjf‘ soolal
consensus, out of the equatipn. It has"z“ls'(d beeh claltmed that V4
the Austrian economy reaped the advantags of certaln special
conditions in the post-war decades; These ate fiow disappear-
ing making thie cconomy much more open to international
competition. In these circurhistances mqur stfuctural adjust-
ments would be nccessary rcSUltigilg in iemployment and
social tension. These arc likely to sttdlfi the system to the
utmost. Further, current policies of majntainipg ‘social’ full
employment would make {he probléns of ,raising productivity
and adjiisting to new conditions mote difficult.# Undoubteily
there is some truth in these obseryations; thel pertinence and {
plausibility cah hardly be questjonied: But fio social system,
including the IWS, can be immuné¢ from tli¢ ‘creative gales of
destruction’ to which modern ma;'rk‘e' édoriariiies must give
rise. At least thie IWSs like Austria can poilit to a good record,
so far, of system mainterjance w111¢11 stippests that they can
adapt to new conditions wilh greater éqﬂ'ﬁy and justice than
any other form of capitdlism, |

T

Sweden

Sweden may be said to lic between AUS{HM, With its well«
developed and comprehénsive forip of cofgofitghi o “)b dho
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hand and pluralist states, such as Britain, ontheother. Further-
more, in many other ways Swedén's approach to social
questions differs from Austria’s, in the pursuit of equality, of
worker’s control ofindushy and the like. But these differences
nced not concern us here.

In Sweden the connection between economic and social
policics was appreciated as early as the 1930s when the Social
Democratic government put a {[orm of Keynesian employment
policy into effect. In this connection the Labour Market Board
(LMB) was set up in order to keep the economic infrastructure
in linc with the broader social abjcctives of full employment,
cconomic growth, egalitarian (‘solidaristic’) wage structure,
and a high level of social wc?f;irc. In the post-war years the
LMB has become established as a miéjor pillar of the Swedish
welfare state.?2 Among its major functions is counter-cyclical

- investment planning - through a scries of incentives and con-
trols firms are encouraged to sct aside profits as rescrve funds
to be invested in times of recession. A second major function is
labour market planning - through a scrics of measures (e.g.
retraining and help with relocation,) labour is encouraged to
be mobile occupationally, industrially and geographically.
These measurces, very cxlensive in nature, help maintain em-
ployment (e.g. llnough counter-cyclical investment) and
promote cconomic growth (c.g. through higher labour mobil-
ity and greater efficiency tesulting from rctrammg)

An 1mpoxtdnt feature of wages policy in Sweden has been
the unions’ attempt to obtain equal pay for equal work (‘wage
solidarity) irrespective of the profits of particular firms or
industries. This has meant accepling that dcclmmg industries
and less profitable firms must be allowcd to run down and the
labour released as a result rcdeploycd n growmg and profit-
able sectors of the economy. Swedish trade unions have based
their strategy on the recognition that the social objectives of
full employment, gencrous wellare provision and wage
solidarity are interdependent with cconomic growth and
industrial modernisation.?® Here the contrast with Britain is
telling. British unions, unlike the Swedish, have clung to
restrictive practices and over-manning, refusing, on the whole,
any responsibility for modcrmsallon and higher productivity.
This has paved the way for Thatcherism - ostensibly a drastic
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measurc to ‘save’ the u,onomy aqd th ha“qﬂ froi bqpkn

I

ruptey - with its aggressive polig cy of d $+m qynwﬁt ftm:uﬂ
wage modceration and cuts in lhc sbhlaI (;i‘pt*

The Swedish LMB, though forma“yﬁ H‘ )m lte quj' sin
effect bipartite. Govmnmcnt is p esefit b Ht u 8 majqr partncra
are the workers’ and employers’ orgamsm D}L M} ]G mS“
tutionalised co- operation betwen enb e cer’
rcprcscnlauves has played an u‘npor*a t d {31

conscnsus over broad econdmic anj ’kdpigl ppjecthéS;I A

e

ey

_.._D“
t:r—-—*

‘more specific, but crucial; arca ofsod‘a pd*ophrdﬂon Haﬁ been

the annual wage bargaining qt the nat‘ hlﬂ oyel = & process of
bargaining bctwccn cmployers ahd \yofk#ns Wlthout any
governmental participation. This wﬂgb BM plhilng Is based on
a carcfully calculated estimate of tilp Iﬁ teqﬁb‘ lP]e ﬁdi‘ﬁﬂal
product. A broad [ramework ofbgrcbm u tit ngt Heﬁ prin-
ciple of wage sctllcmcnl is arrived y ﬁip SAF for the
cmployers and the LO for {he worlq: i,r Ind Viqmﬂ industry
'1gxccmcnts are tlicn ncgollatcd i Vd 5ldt;8 wm i “16
framework laid dowh at the il aqpn@l eyt ‘ t,jnflpub Bt Lﬂ {hls
involves a good deal ofccnlrali*ﬁahqn in qub hogu fﬂ 1QHS fihd
agreecments. For cmmplc the mduSt )‘ ’Mqrﬁd gnts gre tredtod
as provisional until approved by (llc bxucu I ¢ bogrds of the
SAF and LO. The ng,xccmcntq therl bcoomb Q mndq ory dhd the
law can be used to uphold agrmmcntB Ih at}dition he LO, the
cential federation, keeps a firni contrgl gyet jts czomsUlUcnt
unions. Dcsplte this ccnlhhthlqd liowwer the Swedish
economy has had a good deal of * fvage driny',

Overall, the Swedish approacli to ngé nqutiations sliows
an appreciation of two things: Uip iniportance of wage moder-
ation in conditions of full empioymem and the inter-
dcpcndcnce of social and economic policles generally, As a
result such questions, as wages, dee solldarity and social
welfare are considered in relatiof ta bradder ¢conomic ssucs,
notably that of producuon In ;lus way Sweden seems to be
upholding the major tencts of cdrporabsm (sce Table 4.1).

Until the mid-1970s Swedcn record oli economic growth,
inflation and social welfare was on Llié thle, excéptionally
good, so much so that it came Lo be seen s the 'thodel welfare
state of the post-war ytars, Dufing (he second hall of the
1970s, however, Sweden has rtl‘l fnlo Sth difficulties,?” Inter-
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national competitiveness has suffered, productivity has re-
mained low and industrial productnon has stagnated. Full
employment (or something close to it) has been maintained
but, it appears, at the cost of heavy gchmmcm subsidy to
industry. This is likely to slow down, if not actually impede,
structural adjustment to changjmg cconomic conditions. Pub-
+ lic expenditure and budget deficits areat an all-time high while
margmal rates of taxation are the hlghest among OECD
nations.?® The LMB operations, as well as annual wage bar-

gaining, the two main props of Sweden’s soual consensus and -

prosperity, though well-adapted to the buoyant conditions of
post-war western economy have not not been able to cope with
the prolonged mlunahona} recessjon of the 1970s. In retro-
spect it appears that the §ocnl' ilas been over-emphasised at
the cost of the *cconomic’ - [ull employment, good wages and
social welfare in preference to prortabxllty and labour ‘shake
out'. The Swedish authorities are now being obligéd to make
some of the necessary adjustments. In part the difficulty stems
rom the reflationary and socially-oricntéd policies followed
by the government to counter the recession following the first
oil crisis. These pohcxcs were based on the expectation that the
economic recession, like the olhers that had preceded it in the
post-war decades, would be short lived and ‘normal’ con-
ditions would return soon. These expectalions, needless to
add, have not been fulfilled.?®

True, Sweden has not beeh as succeéssful as the more
thoroughly corporatist Austria, but it would be unwise to
claim too much for corporatism as such. Clearly other factors
.are involved and in part account for the different situation in
“which the two countries [ind themsclves. None the less, it
should be noted that Sweden has managed to come through
the recession with very little social strife and with the Keynes-
ian welfare state, built up under the long reign of the Social
Democratic government, l'u'g,cly intact. Moreover, rccent
changes in policy which include moderate wage settlement,
somc easing of social expcndxturc and lower marginal tax rates
supgest that Swedish welfarc capitalism has the ﬂcx1b111ly to
cope with economic problcxm of the 1980s. It is also not
without sxgnlﬁcancc that thc Spcial Democratic Party, voted
out of office in 1976 after forty-four years in government, was
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returncd to power in lale 1982 oﬂ gl
alia, to mamlamm;, if not cxlcndu i
other clements of the w&.lﬁx& sl'uc 1

Concluding hemqus

In sum both Apstria arid Sweden, albt}ﬂ nvarylngdeg;‘aes and ‘
forms, have Built into tl}mr pollliba' 5ccncmy the basic
elefents of the IWS. The mtggratldn pf ﬂw ecpnomm and
social, the concern wnh Slxppl& de gooromics (e, B with
labour mobility and prodhppvnty) in adtﬂ ton fo the manage-
ment of demand, centralised ‘sot lh parti Hp between cap-
ital and labour arc sopne oflheSm A ailq kwidcnba sugpests
that thanks to coxpomml fcaiurcs lik4a cnumrias hav& thus
far been able to accommodatg the dqu‘msqa af Kgynqsian
welfare capx;allsm 1el'1tchly well;

Undoubtedly the currerit ecatjontic rg! ﬁpg‘idm Whmh LEN
in the 1970s ahd whose lyplcal d§ eil H p p ﬂmwg
be described as stagdahoq j has pbsbd § H B ]
for these corporalist deinctracies, Mdréd l)g“ qg l‘dn@ {
the viability and limitations o*‘ corpay ﬁ i5 # (Wb bbﬁﬁ ?aimd
on other grounds. In chapter 6'we shall’p ‘n {det Gopiie ol thoe
crilicisms briefly. But thercis a lcasldhc Qé W! lbh gﬁ]buld UP
addressed at this stage. Put si hb y, it [S t 1 : ppiaﬂsm s
form of;mlwzm/xcsponsc ta a range o" pkp‘lﬂ "mﬁ ;ﬂ‘ﬂﬁ&:n bd by
welfare capitalism. Yet on all accouhls mtﬁ Qukfmﬂ dHﬁls I8 thint
of capxlahém as an infernation a{phcnqipcppn Tl\c quqrmlst
approach may thercfore bg of uttle hMP I yesdlving those
international problems connected, fbr Gkémp e, witl trade,
exchange ratcs, thcmmmmtlonals and f;;lt Miﬁ w lh lhé'lhnd
World. This is an important po‘n afi i‘ f‘ faWB ten-
tion to the limits of corporatiss Th;: |q1 War Hmsp ﬁly of
capitalism was nmdc possxblc b}l a Scﬂ o] “ grqmidnal qgme-
ments wlncl} provided a ﬁdhlcwbrk fd(l" m ’t (}'Bth yand
free trade.® It appears as If {he ﬁ' ﬁsuh dh qf huw
international franiework may, onge g i be a ﬁccébs.z\ry
condition for stability and g,rowth fn cé%ﬁ d(ist Uoun {cs No
jira-| mtlpngl lovel,
Other issues, including alternative sqm‘&a's; o,fenarﬁy, dlso scem
to require a transnational approacly;
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