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2. Theoretical perspectives on the
welfare state

The remarkable growth of explanations and studies of the welfare state has brought
about some theoretical disorganization. Scholars often fail o distinguish ade-
quately among the various explanations, use broad terms such as pluralist or
nev-Marxist 1o cover guite different arguments, and gloss over the fact that dif-
ferent theories contain similar arguments. It is well worth the effort to systenia-
tize the different theories of the wellare state into a parsimonious yet meaningful
scheme that can guide the specification and testing ol the hypotheses to follow
in the empirical chapters. We begin this effort by making a distinction between
demand-based theories, which attend 1o the externally generated demands of
groups and classes for spending. and state-based or supply theories, which con-
sider the characteristics ol states that autonomously determine the supply of
spending. Concentriting initially on the demand theories. we review the three
guestions raised at the outset of the book but attach more distinet theoretica
labels to the answers and systematically present the theories. We then turn to the
state-based theories, laying out their basic arguments and predictions and con-
trasting them with those of the demand theorices.

Demand theories

To review, theories of the wellare state address cach of the three questions we
discussed i the first chapter. First. does welfare spending respond primarily to
class structure and class interests or o cconomic. developmient and the size ol
aseriptive groups such as the aged? Second, does the welfare state redistribuie
incomce to groups mostin need and reduce inequality, or does it maintain incqual-
ity and the power ol dominant classes or interest groups? Third. do technologi-
cal. cconomic. and class constraints limit the independent actions of democratic
paditical institutions to aflect weltare spending and social equality. or can dem-
ocratic political processes and parties counteract cconomic pressures Lo raise or
limit social welfare spending? Because these questions are presented as clear
dichotomics, the answers to them are simplilied. but they still allow us to com-
pare and contrast the basic positions of existing theories. As a preview of the
21
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Table 2.1, Swmmary of theoretical predictions
v

Class- - Reduced Politics
Iheory ) based incyualitly independent
Industriafisim No Yes No
Monopoly capitalism Yoes No No
Soctal democratic Yes Yes Yes
Interest group pulitics No No Yes

more detailed treatment to follow, we can briclly summarize the theories by
connecting them to the preceding questions.

First, induspeedisgn theory explains the wellare state as the necessary result ol
lcumlngiml development gKergetal.. 1964). This theory assumes that welfare
spending helps maintain cconomic and social equilibrium in industrial socictics.
In Tunctional terms. the welfare state henefits all members ol society. but the
needy who reccive the benelits are rewarded most directly (Wilenshy. 1975).
Sinee it transters income from the wel-ofT to the poor, wellare spending leads
(o lower inequality. Overall. the theory predicts nonclass determinants of social
weltfare spending, reduction of inequality from welfare. and little influence of
democratic polities on cither. These arguments are summarized in Table 2.1,
where the dichotomized answers of the industrialism theory to the three questions
are listed in the first row.

Sevond. n o-Markists. who disagree with the functionalist assumptions ol in-
diiekadism theory, offer arguments that are similar in nature batdifferentin their
implications. Rejecting the view that industrial growth and welfare benelit all
members of - society and reduee inequality. (I:S()mlu[)( 1973) argues that wel-
fare functions to maintain the power of capital and reduce social protest. Al-

though such arguments attribute linle independence o the state. they have been
extended o consider how o more autonomous state can niediate class struggle
while maintaining conditions Tor capital accumulation (Poulantzas. FO780 Olle,
P80, The monopoly capitalism theery, then, predicts class determinanty ol so-

cial wellare spending, no effect ol weltare on equality. and littke influcnee of
demncratic politics on cither (see Table 2000,

Thicd. another neo-Marsist theory Tocuses on the strength of worker move
ments and e social democratic or socialist partios that represent them in the
palitical class struggle, Like the monopoly capital theory | this theory cmphisizes
the impartance of class: yel, it argues that the welfare state results from the

paditical elforts ol g strone working class rather than from monopoly capital. The
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political efforts of workers can lead 1o the clection of feftist parties. which then
implement wetlare programs that redistribute income 1o workers and the poor.
The social democractic theory predicts class determinants of social wellare
spending. reduction of incquality from welfare. and important class-based polit-

ical influences on both,

‘audth, an int
lutions combined with demographic and cconomic changes in group structures
explain the growth of welfare spending. Unlike the functionalist views ol the
industrialism theory, it cmphasizes the impact of political conflict and maobiliza-
tion of interest groups in democracies. Unlike class theories. it recognizes the
competition among a variety of ascriptive and cconomic groups that transcend
and fragment the distinetion between fabor and capital. The state and demaocratic
political processes have the potential to influence the ceonumy. according to the
theory, but since spending gaes (o groups with the most political power, (he
influence is seldom in the dircction of greater cquality.

This bricl review fails (o capture the complexities of the theories and provides
only @ preliminary overview of what iy discussed in more detail in the next
sections. However, it does illustrate several themes that run through the various
theories. To some degree. cach theory addresses common questions and offers g
unique set of answers to the guestions, This is appareat in Table 2.1, which
shows. in simplificd form. how the combination of predictions uniquely defines

s theory claims that democratic political insti-

the theories. 1t also provides a strategy for testing the theories, Jor any single
issue or question, the theories averlap: it is only when at least two of the ques-
tions arc considered that the theories can be fully distinguished and tested.
Another way (o compare the theorics is (o cross-classily the questions and
answers. This is shown in Table 2.2, The rows in the table ientify the different
views of the role of class in social wellare spending: the columng classily the
redistributive consequences that welfare spending may have: and the diagonals
indicate which of the institutions —~ cconomic or political - dominate welfare
spending and equality.! Each cell defines one of the four demand theories of the
wellare state. Given the 2 x 2 x 2 classification. there are cight potential cells bu
only four theories. This indicates overlap in the classification (or overidentifica-
tion): Two of the dimensions are sulficient (o identify cach of the theories, and
the third is redundant. However, considering all three dimensions shows pre-
cisely how cach theory (1) shares some argtments with cach of the other theories
and (2) differs in important respects from cach of the other theories. The monop-
oly capitalism and social democratic theories share assumptions about the dom-
inance of class cleavages, and the industrialism and interest group theories share
pluralist assumptions. Maonopoly capitalism and interest group theories both -
gue that the welfare stare maintains incquality. whereas the industrialism and
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Table 2.2, Tvpology of theories of social welfare spending, social cqualiry,
and the influence of political institutions

Maintain Reduee
inequality” Structural dynanics inequality”
Primarily Political and
cconomic cconomic
(structuralist) (group agency)
Social Monopoly Social
classes capitalism democratic
Organizational theory theory
unit for
mohilization
of interests
Sacial- Industrialism Interest group
demographic theory politics theory
groups
(strati)
Reduce Maintain
incquality” incquality”

“Dimension refers 1o the diagonals ol the table.

social democratic theories argue that it reduces inequality. The industrialism and
monopoly capitatism theories. despite having widely divergent ideological bases.
both focus on the response of state action (o ceonomic and productive relations.
whereas the social demacratic and interest_group theories. also from widely dil-
ferent ideological perspectives. attribute the ability to political institutions and
parties (o act independently of economic structures. With this background and
overview in mind. we can consider in more detail cach ol the theories.

Industrialism theory

First, we can consider the logic of industriatization or industrialism lhc_mjy S
applicd to the welfare state and social cquality. Advacates ol the theory (Kered
al.. 1964 Torm, 1979: Kerr, 1983) argue that the technological imperatives of
industry shape the economic and social imstitutions of all industrialized nations.
As aresult, nations tend to converge. or beeome more similar, as they industri-
alize (Inkeles. 1981, Like other institutions, the state responds to CxOgeoN
technological imperatives wnd fakes o specilic form in all advanced industrial



26 ~Age, class, politics, and the welfare state

nations. The state performs a regulatory function to help organize and plan for
techmological development and to provide the stable environment needed for
complex production procedures. Expansion of the state is closcly tied to the
direct requirements of the industrialization process and contributes to cconomic
progress (Goldthorpe, 1969).

Implications for determination of social welfare spending follow from these
general arpuments. Industrialization involves dislocations and differentiation in
family and work. Urbanization, divorce, geographical mobility, and smaller
families reduce the functions of the family and the support it can provide during
periods of financial nced. At the same time, the demands of industry for young,
recently educated. efficient workers create employment problems among the sick.
the uncmployed. single-parent familics, and the aged. Since many vulnerable
persons are unable to obtain traditional support from family members, the state.
serving as a mechanism o mect the needs of the population, cxpands to provide
social welfare support. The benevolence of the state, a more or less automatic
response. stems ultimately from the needs of industrialization. Support for su-
perfluous groups through welfare spending allows cmployment of a specialized.
skilled Tabor force that contributes to economic growth in industrial socictics.

An early statement of much the same argument comes from Q@r (1YR}
[I883)). His lens of increasing state activity holds that the size of the public
sector relative o the private sector rises with real per capita income. In part.
public sector growth is a response to the expanded administmtive needs of an
mereasingly complex industrial society (Larkey, Stolp, and Winer. 1981). Per-
haps more importantly. the public sector grows because the demand of house-
holds For services and their willingness to pay taxes are income elastic (Cameron,
1978). The need of governments o meliorate the harmbul effects of industriali-
sation thus oceurs simultancously with increases in income. which enables fund-
ing of public programs.

Besides income. demographic changes in age structure are important for the
growth of the wellare state. Because of the growth, in absolute and relative
tenms. of the aged and retired population in industrial socictics and loss of (ri-
ditional family support. much of the social wellare elfort of governments is Ji-
recied to the aged (&W. 1975). Private pensions, il they exist. are seldom

adequate. so the state responds to the financial plight of this population by pro-
viding public pensions. Again. the state is not an autonomous force in the growth
of peasions but responds (o substructural changes in the age structure, family,
and labor foree,

In addition to arguments about the aged, other aspects of population structure
may be important in the determination of wellare spending, particularly in de-
veloping nations. Entwisle and Winegarden (1984) argue that as fertility and
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family size decline, parents recognize that there will be fewer children to support
them in old age. Children, as they prow to adulthood, likewise recognize that
they have fewer siblings with whom te share the burden of supporting their
parents in old age. Pressure for governmental old-age pensions thus comes from
nonaged family members and relates o the number of children relative to the
number of parents they have to suppost. Like proponents of other industrialism
arpuments, Entwisle and Winegarden emphasize the response ol governments to
the needs of the population, but consider the effects of declining fertility during
industrialization as well as those of the increasing aged population.

According to the industrialism arguments, technological and industrial devel-
opment leads o reduced inequality. partly through the growth ol social wellare
and pension spending. Directly, the fogic of industriadization teads to greater
social equality through the growth of middle-level occupations. greater knowl-
cdge and skills of workers, higher educational levels, increasing worker control
over cructal knowledge, and growth of high economic rewards (Kerr et al., 1964,
Indirectly. industrial development leads to greater social equality through higher
welfare spending. Groups in need receive the greatest share of wellare expendi-
tures. and. on the whole. the effects ol wellare spending are cgalitarian (Wilen-
sky. 1975).

Because of the common ceconomic and demographic constraints, stite actions
in peneral and social wellare expenditures in particular tend Lo be similar anmong
industrial nations (Pryor. 1968). A _particularly_important_example_of_copver-
genee relates Lo the comparison_of capitalist and socialist nations. Given that
both desire industrial development and face the homuogenizing demands ol ad-
vineedsigdustrial technology. work. public policies, and incquality in the dilfer-
et societies have much in common (Parkin, 1971 Connor. 1979) despite vastly
different political systems and forms ol cconomic ownership, The systems are
clearly not identical: The form of wellare spending may vary from cash transters
i capitalist societies to full employment and state-owned housing in socialist
nations, Yet, the demands leading (o the varying forms of social wellare are the
same in both types of socicties (Bell. 1973),

Tosum up. we can deseribe the theory interms of the three dimensions isted
carlicr. First, the theory recognizes but minimizes the importanee of class divi-
sions and gives primary attention to g varicty of ceonomic and demographic
groups. with particular attention to the aged. A pluralist conception of group
competition best fits this theory: consensus and cooperation, with regulation of
competition by the state. is the norm among these multiple groups. Sceond. the
theary argues that the welfare state is on the whole cgalitarian in result. Wilen-
sky s study offers a defense of the efficacy of the welfare state: others similarly
see problems in the wellare state as due to Gailures of desire and implementation
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rather than problems inherent in such programs (Mishra, 1984). The wellare
state benclits not only the ncedy but society overall through its contribution to
ihdus(h’dl growth. Third. the theory sces the state as responsive to the needs of
technology and industry and, as a result. responsive to the economic and demo-
_graphic needs of the population. Although not denying the nceessity of political
democracy for long-term industrial development, the theory nonetheless attri-
butes little independent influence (o the political parties that occupy the govern-
mentorto the institutional structures of the state. Since all political partics favor
cconomic growth, all support the demands of industrial and tcchnological devel-
opment. ,

Critique. Critics of the industrialism theory locus on’ weaknesses in both the
theoretical arguments and (he quality of empirical evidence in support of them,
Theorctically, the industrialism arguments fail to specify clearly .I_Iw_glc_gl)_u_nj:;'ms_
by which problems or needs of the aged and other groups translate into higher
social welfare expenditures. Entitlement provisions in welfare programs may
automatically raise expenditures in response (o more recipients: deprived groups
or their professional and burcaucratic representatives may exert political pressure
to raise spending: or leftist and working-class partics acting in the interest of the
subordinate classes may intervene to raise spending. By emphasizing the auto-
matic response of governments to the needs of the population, industrialism the-
ory only vaguely identifics the causal linkages involved,

In addition, industrialism theory fails to predict or account for the financial
problems and weakened political support for the welfare state apparent in many
advanced industrial nations. Given that the wellare state responds to the needs
of industrics and groups adversely alfected by industrialization, and contributes
o cconomic growth and increased equality. there is little reason to expeet the
emergence of sustained political opposition to the wellare state in recent years.
Because of the functionalist cmphasis on cquilibrium, and the assumed respon-
siveness of the wellare state and political institutions to the imperatives of indus-
try. industrialism theory applies less well Lo the crisis of the welfare state in the
1970s_and 19805 than it docs to the consensus i the 1950s and 1960s. The
theoretical assumptions formulated during optimistic carlier decades miy not
generalize well (o other time periods and cast doubt on the general validity of
the theory.

Empirically, support for the industrialism theory comes from a number of
studies, most of which quantitatively analyze a large cross section of developed
and developing nations. Cutright (1965) and Jackman (1975) examine the expe-
ricnce with social insurance programs. and Wilensky (1975) and Aaron (1967)
look at the actual expenditures of nations for various programs. Most of these

Theoretical perspectives on the welfure state 29

authors also study income inequality (Cutright, 1967: Jackmau, 1975: Wilensky,
1975). Their results generatly show a strong influence of economic development
and pereentage aged on various forms of social welfare effort and a strong inllu-
ence of social welfare effort on income incquality. Political variables, exeept for
some weak effeets of political democracy, have little effect on any ol the depen-
dent variables. Such findings have been updated by Wilensky (1976, 1981), who
adds corporatism to the determinants of social welfare spending, and by Entwisle
and Wineparden (1984), who add I'Cr(ilily to the determinants ol pension expen-
ditures. Other more specialized studies of infant mortality (Shin, 1975), educa-
tional institutions (Inkeles and Sirowy, 1983), and fensale labor foree participa-
tion (Wilensky, 1968) find strong effeets ol industrialization and modernization
variables.,

However, these quantitative studies may he methodologically flawed. Cls\llu
and McKinlay (1979) argue that because there s a bimodal distribution of na-
tions on development, with a huge gap between advanced industrial nations and

“others, analysis of both clusters together merely shows that rich nations can

alford to spend more on social welfare than nations with barcely enough food to
feed the population = a trivial conclusion, What is necded 1o support the indus-
trialismy theory is the demonstration of a refationship between development or
pereentage aged within as well as across these clusters,

Neo-Marxist theories of advanced monopoly capitalism

The Tate 19605 and 1970s proved 1o be a period of theoretical innovation and
resurgence for Marxist theory. The neo-Marxist theorices. at least as they apply
to the wellare state and social cquality, differ in important respects from tradi-
tional Marxist theory and deal with a number of problems in the original formu-
lations (Buroway, 1982). This theoretical revival has fed to a varicty of new
ideas. cach with its own variations on the standard arguments, What links them
is their focus on class conllict and productive relations in socictics and their view
ol the capitalist state. In this section, we focus on these neo-Marxist theories of
monopoly capitalism (in the next section. we consider a group ol fundamentally

different neo-Marxist theories of working-class strength),

According to the monopoly capitalism theories., the state pliys o more active
= albeit not completely independent - role in advanced monopoly capitalism
than it did in the theories of Marx. Traditional Marxist theory views the state as
an instrument to be filled and controtled by representatives of the dominant class
and Lo serve primarily as a means to repress profest wmong workers, In contrast,
the work of O'Connor (1973, Offe (1984). an Powlaatzas (1973, 1978) sees
the state as crucial to capital reproduction, o Q_‘Sn_mw)ﬂ). the state must
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perform two major but contradictory functions. The first is to assist in privulg
capitial accumulation. In order to increase the productivity of labor and the prol-
its of capital, the state subsidizes the costs of cducation, social insurance, re-
scarch and development, and transportation and communications. The sccond
function is.to maintain social harmony or legitimacy through expenditures for
nonproductive parts of the population (c.p.. public assistance.-lfood and housing
subsidies); These expenditures control the surplus population politically and ex-
pand demand in domestic markets. ' The purposes of these two types ol expen-
ditares are ultimately contradictory. With subsidies from the state. monopoly
capital grows in the shart run. but in the long run it necessarily uvcrprmlu'ccs.
contracts. and lays ofT workers. Since the state receives few of the profits during
periods of cconomic growth and must support surplus werkers during periods ol
cconomic recession, public costs exceed revenues. Hence, the fiscal crisis ol the
state cmerges. Offe (1984) makes the similar point that monopoly capitalism
must preserve the commadification of kabor for cconomic growth and at the same
time decommodify labor to reduce the harmful effects of the private market.
Both processes are necessary for the survival of monopoly capital but are inher-
ently contradictory. Recurrent erises of fiscal policy. national planning. and pop-
alation loyalty occur. making governance in capitalist democracics problematic
(OfTe. 1984). Given the structure of monopoly capitalism. then. advanced capi-
talist cconomics converge in both Tevels of state expenditures and the cconomic
and social problems that result (Gough. 1979).

In part to deal with inevitable crises. capitalism may transcend the houndarics
of individual nations. The need lor capital accumulation leads to the scarch for
forcign markets and cheap foreign labor. Through cconomic and trading tics. as
well as political and military relations. fow- and middle-income peripheral and
semiperipheral nations are exploited by multinational corporations in the core
pations. Just as in core nations. forms of foreign aid and wellare spending may
emerge in noncore nations (o maintain social harmony in the face of the harmtul
elfeets of capitalist production (O Connor, 1973). Capitalism still creates. even
among cconomically dependent nations. the same problems of uncmployment.
poverty, and social discontent and the sime need Tor social wellare spending to
maintain conditions for continued capital accwmulation as in core nations,

The state in monopaly capitalism need not be direetly manipulated and oceu-
pied by class-conscious capitalists (Block, 1977: Preeworski and Wallerstein,
19881, O'Connor (1973) sces the state as a partner in capital accumulation and
Ofle (1984) as the ontcome of the contradictions of capital accumulation. Pou-
Lantzas (1973, 1978) Turther extends the concept ol the refative autonomy of the
state. He argues that the state must neutralize contradictions rooted in capitalist
ceonamics in order to reproduce the capitalist structure. The state functions to
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atomize warking-class interests and organize unity within the capitalist class.
This requires an autonomous state that transcends the short-tesm interests ol a
few capitalists in the longer-term interests ol the class (sce also Gough, 1979).
Ultimately. the state may become the site of class struggle and mediate conflict
between class power blocks (Poulantzas. 1978: Quadagno, 1984). Whatever the
vicws, however. they are related by their assumption that the state is embedded
in the capitalist system and must contribute o capital accumulation. The state
may be relatively autonomous, but it cannot be emancipated comipletely from
the constraints of the capitalist togic of accumultion (Gold ct al., 1975: Prze-
warski, 1Y85:2010).

Up to this point. the mongpoly capitalism theories show some similarities (o
the_Tunctionatist industriabis-theoses—Myles (1984) argues that both theories
are structural-functionalist, since both see the welfare state as responding o

functional imperatives: In one case. the imperatives are technological: in the
other case. they relate to the needs of monopoly capitalism. In Stinchcombe’s
{1968:80) terntinology. lunctional explanations treal the consequences of a social
arrangement as the causes ol that arrangement. Monopaoly capitalism theory. by
focusing on the beneficial consequences of welfare spending Tor capital accu-
mulation, relies on a functional explanation. The explanation differs from that
ol Tanctionalist theory inthat there is no focus on general societad needs or equi-
Jibrium - only on the needs of the capitalist class - but the similarities of the
two theories should not be overfooked (Stinchcombe, 1968).

The theories more strongly diverge over the effectiveness of social wellare
spending in reducing inequality. According to the monopoly capitalism theory.
the welfiffe-state reduces class tensions, but without threatening control of the
capitalist market. Social insurance programs are most likely built up from the

contributions of workers themselves and do litde to transfer income from the rich
to the poor (Stinchcombe, 1985). Other types of programs may place income in
the hands of the needy. but they do not cover the Toss in wages brought about by
changes in the capitalist cconomy: whitever the benelit fevels (o the unem-
ploved. retired. or single-parent Tamilics, they do not equal income from produc-
tive cmiplovment. 1 as some cliainm (Szymanskic 19781, taxes o fimnce wellare
programs e regressive. even meiger benefits to the poor nay do lide more
than return o the poor what they contribute to the government. Although offer-
ing some short-term benelits (o the poor, public assistance progrims more -
portantly dampen discontent and help madntain the environment for capital ac-
cumulation (Offe, 1972: O°Connor, 1973, Rather than o means to achieve cquality,
the wellare state is a means of social contral employed to regulate and exploit
the Jower classes (Piven and Cloward. 1971, Although advocates of the theory
are vague about whether they support dismantling ol the wellare state (Mishra,
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1984). they are critical of its intent, hold opinions similar to those of neoconser-
vative critics of the welfare state (Skocpol. 19854). and reject the welfare stale
as a source of equality for the poor and the working class.

Neo-Marxist arguments have also been extended and applicd to the aged, but
again differ from industrialism arguments. Piven und Cloward (1971) argue that
Social Sccurity in the United States was a response of the government to social
protests such as the Townsend movements. Although the program offered mea-
ger henefits and covered modest numbers of workers. it quetléd the protests and
maintained conditions for the growth of capital. Similar points are made in more
detail by Laura Olson (1982). Aged persons in modern capitalist socictics be-
come the feast productive workers (as also argued by industrialism theory) and
face loss of work. Public pensions mute the protests that result from forced re-
tirement while raising the productivity of the work foree. Private pensions, al-
though henefiting retirees to some degree, have the more important characteristic
ol providing a source of capital [or further investment. Pensions are thus a form
of social control that reinforce existing inequalities.

In summary. there are many diverse nco-Marxist views of the state. yet they
share a number of common attributes.” The welfare state is seen as @ FESponse o
the contradictions of advanced monopoly capitalism and is largest where capital-
ist power is most concentrated. The wellare state relicves pressure [rom the con-
tradictions in the short run. although this does little to change the nature of class
relations. the power ol capital, or the levels of social cquality. The stale may
become relatively autonomous compared to traditional Marxian conceptions hut
is not a source of structural change for the good of the working class. This creates
considerable ambivalence toward the wellare state among neo-Marxists. While
arguing that the welfare state creates and exploits a permanent underclass (Offe.
19721, advocates of the theory likely oppose the logical goal of dismantling the
welfare state fe.g.. compare Piven and Cloward. 1971 and 1982). Sull. this
ambivalence distinguishes the theories from others that support the wellare state
more unambiguously.

Critique. Monopoly capitalism theory avoids one problem o industrialism the-
ory ~ it does not reify societal needs. 1t specifies which groups benefit from the
structure and which do not. and recognizes conflicting interests among groups.
Even so. monopoly capitalism theory and neo-Marxist theories are sgbject to
ather criticisms ol functionalist arguments: They tend to he tautatogical and dif-

I'u;"ull to falsify._The theories assume that state policies benefit l_lié_c“:‘n'ﬁilulisl_c—luxs:
cmpirical study then illustrates how events can be interpreted w it the assump-
tions. When contrary evidence is indisputable, the arguments are reframed (o
maintain the original assumptions without allowing the assumptions (o be falsi-
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licd. As Cawson (1985:4-5) states, **neo-Marxism asserts a structurally guar-
anteed dominance for class interests of capital through the institution of the state.
Lividence of state policies which favor noncapitalist interests is rendered by some
theorists consistent with this assertion by the tortuous logic of the idea of the
relative autonomy of the state.”™” The theories thus fack specilic, testable propo-
sitions and rely on abstract assertions that are plausible but difticult to prove
false.

A related weakness of the neo-Marxist theories is that they devote little atten-
tion to_cxplaining the diversity among similar capitalist nations. None of the
theories attempls o make sysiematic cComparisons across nations, and cach as-

sumes that its arguments apply to all advanced capitalist ceonomies. Yet, cnor-
mous variation in wellare state policies exists among capitalist nations that is not
adequately explained by the neo-Marixist theories. Even il all capitalist nations
fuce the same accumulation demands. cach nation may [ullill them differently.
Another criticism of the neo-Marxist theories is that they provide inadequate
treatment of demoeratic politics. The argument that the state is autonomous €o-
exists with the argument that incumbents in the government niake little difter-
ence in the level of social welfare spending. The argumen: of autonomy must be
accepted to deal with many examples of policies implemented that were opposed
by capitalists. Yet. the next logical step. that the stale may act against the needs
of capital. is not taken. Skocpol (1980) argues that nco-Marxist theories really

do not take the state seriously, since they do not recognize the potential of the
state. independent of class structure. to realign ceonomic institwtions and pro-
ductive relations. Similarly. Stephens (1979) and Korpi (1983) eriticize the the-
ory 'l'i"il"'igll()l‘illg how public policies respond to democratic clections and philo-
sophical differences between parties. The theory™s excessive cconomic determinism
fails to account for the different policies of nations like Sweden and the United
States. which vary in the electoral power given to social demaocratic or labor

parlics.

Finally. although illustrative cvidence exists for the monopoly capitalism the-
ory. there is little systematic empirical support. Griftin's time-series studies of
the United States (Griftin, Devine., and Wallace. 1983 Griffin and Leicht. 1986)
show that measures of cconomic downturn, such as uncmployment in competi-
tive sector industrics and industeial utilization, affect transfer payments net ol
government revenues, inllation, defense expenditures, and transter payments lagged
(see also Tsane and Kelly. 1981, Devine. 1983, 1985, for similar studies). Their
model. however. explaitis short-term fuctuation in payments rather than long-
term growth of, or cross-national differences in. the wellare state. Debate also
exists over the validity of treating endogenous variables in the budget-making
process — revenues and expenditures - as exogenous (Jennings. 1983 Jencks.
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1985). Cross-national: studics show less suppnrl' for l'hc lhcury.. Slcplu‘:ns (I‘)7l)‘).
and Myles (1984) usc.a-measure nfrlloxlqpnlilflllun (in pu.rl cslnn'tllcd {rom gr.f)‘.\s
domestic product) but find that it has no eflect on social }Ncllurc nr‘ ‘p‘_:nsu‘)fl
spending. Hicks and Swank (1984) usc a measure of assels of the .»\./nrld § I.}rthl
industrial corporations in a nation divided by GNP und. ‘.Illd [.)os.luvc clfects ()llA
cash transfer payments. Although their measure is promising. |ls‘mﬂucncc ncu‘ls
10-be replicated before it offers firm support lor the theory. 'lhus.i:y_swc
empirical evaluation ol the theory remains to be done.

Working-class strength, social democracy theory

Thc@ theory shares the assumption of the dominant role of L‘Iil:ﬂ.ﬁ' .cnnl'licl in.
cupi(::lis( societies but differs from the monopoly capitalism lhcory.m 'lls view of
the relative power of the subordinate class. Where monopoly cup!(nhsm (hf:(.n'y
sees wellare spending as a means for capital to maintain its dnml.nunl pusllf(m
(at least temporarily), the working-class strength theory sces wellure spending
as a reflection of the political power pained by workers. /\Ilhnug!l ln:n"l\'cls may
place workers under the control ol capitul, politics in democratic nations pro-
vides the resources for workers to counteract, through social wellare spending.
the harm{ul cffects of markets (Esping-Andersen, 1985a). Working-class puli.li-
cal power rather than capitalist dominance of the cconomy thus becomes crucial

for the growth of the welfare state. . 4
The major point of the working-class strength or social L]CII]()CI'H(I(." theory is
well summarized by Shalev (1983:319): “the welfare state is a cluss.; issue . .-
its principal proponents and defenders are movements of the working clu..\'s.
The wellare state is an outcome of democratic class struggle, and levels of ex-
penditures rellect the balance of class forees in a society. The theory Hssumes.
first of all. that the basic cleavage in socicty — between capital and the \\‘()I:klllg
class — is reflected in political behavior (Korpio 1983). In developed nulm.ns.
partics arc based on the upper and lower classes. with low-income pcrsuns,vnhng
for the left and high-income persons voting for the right (Lipset. 1964). Workers
and capitalists are not the only relevant groups. and alliances with other groups
miy be necessary [or clectoral victory (Esping-Andersen, 1985a, 1985b). 3 cl‘.
the group most important to the growth ol the wellare state, and the suuree ol
power of leftist partics, is the working cluss. Sceondly. it assumes that the ch.(m_'cs
and actions of the government and the dominant parly define the charactenistics
of the welfare state. Unlike other neo-Marxist theories, this theory proposes that
the state autonomously and substantially affects economic relations, and is not
necessarily dominated or constrained by capital. The power of the state |11:'|_x" be
wrested from the capitalist class by workers through democratic means. Then
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social democratic or socialist parties that represent the working class dominate
the government. and spending for social wellare js high. When dominated by
rightist partics that do not represent the working class, governments spend little
for social wellare (Castles, 1982),

The degree of working-class power, represented by the size and centralization
of_reformist tabor unions. then, determines whether or mot leftist parties are elected
and expand social welfare spending. In the economic sphere, since power de-
pends on awnership of capital, labor occupies a subordinate position. However,
labor can obtain power resources in the political sphere through organization of
its relatively large numbers. Where unions are organized, strong, and large, they
can translate these resources into political power that can compete with and win
over market power in the class struggle for cquality. Where union strength s
fragmented and employers have more power, centrist and rightist partics are
clected, governments are dominated by capital, and welfare spending is fow,
What. then, determines when unions will be centrally organized and able (o
obtain political power? The underlying causes of working-class strength depend
on the unique historical circumstances of nations. Stephens (1979) emphasizes
that small population size. late industrialization. and vulnerability to external
ceonomic forees lead to a strong working class. but beyond this. working-class
organization is treated exogenously.

The social democratiy arguments can be restated more broadly in terims of
conflict over citizenship rights. Citizenship involves expansion of civil and po-
fitical rights to include social rights to access o a tolerable standard of living
(Marshall. 1964: Zald. 1985). Social democratic theorists emphasize political
conflictover the desires of classes to tie income and.services to cither labor foree
participation or citizenship rights (Hasenfeld et al.. 1987). The ahility of the
working class to rectify social inequalitics through expansion of citizenship rights
to cconomic well-betng and social inclusion thus depends on union organiza-
tional resources, the political power of social democratic parties. and expanded
wellare spending.

The social democratic theory explicitly applics to advanced industrial democe:
racies. Political demaocracy and ceonomic development are necessary but not
sutficient conditions for growth ol the welfare state. Economic development cre-
ates - arge working class and the material basis for redistribution of income:
political democracy allows farge, organized working class to gain political
power. However, only when unions and leftist partics use these conditions to
arganize the working class can they gain power, implement policies Favorable to
the working class. and increase social wellare spending: Among the advanced
industrial democracics, according to Korpi's (1983) classilication. Sweden, Aus-
tria, and Norway have had the highest union mobilization and the most stable
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leftist control of government, and have the highest social welfare spending and
cquality. Other nations with high union mobilization and occasional leftist con-
trol (Denmark, New Zealand, the United Kingdom, and Belgium) also have high
spending and cquality. Nations with Tow mobilization and exclusion of leflist
control. such as Canada, the United States, and Ireland, have low welfare spend-
ing and cquality. Other nations fall between these extremes. Even though all
industrial nations may face the same functional demands, these national dilter-
cnces in working-class strength and political party control determine how the
demands arc met and what role spending plays in the processcs.

Although nearly all advocates ol the social democratic arguments posit a di-
rect. one-to-one relationship between the degree of leltist (or rightist) rule and
the level or growth of welfare spending, some suggest that the relationship may
be less simple. Hicks, Swank, and Ambuhl (1989) argue thet the influence of
IW&Mn the institutional strength ol fabor and the
macroeconomic context. A strong union cnvironment facilitates the realization
of working-class demands in the form of leltist electoral programs. as it does the
influence of status-based groups such as the aged. Henee. the influcnce of unions
and leftist partics may occur only in combination rather than dircetly and addi-

tively.

The social democratic view of the consequences of social wellare spending on
inequality follows straightforwardly from its view of the source and beneliciaries
of welfare spending. Since welfare spending is supported by the disadvan-
taged working and lower classes who benelit from such expenditures. it must re-
duce incquality. One need only look at the lower income inequality and social
democratic-controlled governments in Scandinavia, and comparce them o the
higher incquality and weaker labor partics in the United States. Canada, and
Japan, to sce the benefits of the wellare state (Stephens, 1979). 1t is also clear,
from these arguments that politics and political institutions independently influ-
ence economic relations and the structure of rewards in socicty through imple-
mentation of progressive taxation policies, income transfers, and reduction of
poverty and income incquality. In this sense. the state is potentially autonomous
of the capitalist class in capitalist socictics. The state still responds to the strue-
wral characteristics of society, such as the organization of the working class, but
is ahle to usc political means to create ceonomic and class change. As Stephens
(1979) argucs, there is a political. democratic road to socialism,

Myles (1984) applies the social democratic theory directly to pensions and the
aged. Public pensions may benefit the working class in several ways so as to be
consistent with the theory. Assuming that most workers receive little intrinsic
satisfaction from their work. they would desire leisure if suflicient income were
available 1o afford it (Barficld and Morgan, 1969; Bowen and Fincgan, 1969).
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Retirement is thus a desired status and @ goal for awhich unions focus their col-
leetive bargaining efforts. This is consistent with the strong causal effect ol pea-
sion benefits on the retirement decision found in studics of American men (Clark
and Spengler. 1980). Tn addition. old-age pension contributions made by em-
plovers are a type ol deferred wage. Other public pension contributions may
come from general revenues and reflect transfers of income through taxes. In
either case. public pensions — like private pensions — are a means for the working
class to raise their wages (Myles, 1984). Public pensions offer the additional
ml}vunlugcs ol stability and sceurity in benefits that are not available from private
pension programs. Where private pensions may suffer from vesting or funding
problems, government programs are guaranteed (Schulz, T980), TFor these rcui
sons, the growth ol public pensions can be accounted for by the same Tactors
expliining the growth of more general social welfare programs - namely. the
strength of working-class and social democratic parties. .

('riliqfuu Critics of the social democratic theory point out that Marxist and neo-
Marxist theories fail to deal with cthnic, racial, religious. and cultural cleavages
that cut across class boundaries (Parkin, 1979). Class may be only @ subsidiary
influence on parly choice. less important than language or religious differences
(Lijphart. 19801 see also Kelfey etal.. T98S. for evidence on the decline of class
voting in Great Britain). Even i class position dominates clectoral choiee, it is
not clear that class-bhased policies can be directly implamented. Parkin®s (1971)
review of the evidence concludes that European socialist programs have not had
clearly cgalitarian results. To gain suppport, partics nyay need to move toward
the center and avoid adopting strong positions that offend large parts of the elee-
torate (Downs. 1957). For leftist parties. their unionized constituency in most
countries is too small to gain control of the government without alliance with
other groups: these alliances. however, may require icompromise ol social dem-
mirulic ideals (Przeworshic T98S). Even il labor gains control, implementation
ol a program may be dilficult or impossible in the Face of a powerful minority
!wlnc opposed to the progriom. Henee, few differences may exist imong partics
in terms of the programs implemented or the effects of redistribution (lh;llun and
Jachman. F985a). The cluss basis of political action and the egalitarian potential
ol class action may both be greatly exaggerated by the social Jcnmuru(ic theory .
The emphasis of class theories on the political action of labor and capital ;u
the exclusion of other groups active in the politics of the welfare state may. in
particular, shight the aged. They may have interests that do not coincide with
those of cither the working or capitalist classes but that may still be a major
source ol political pressure Tor higher welfare spending, Pensions in p;u'(iut[lul’
may be less sensitive to class influence than other expenditures. since the con-
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nection between working-class interests and pensions — often seen as o middle-
class program — is less clear than for unemployment or occupational injury benelits.
In fact. interests of the working class and the aged may diverge over pensions.
Generational conflict over the tax burden required to support gencrous pension
systems may separate the working class and the aged. Although the social dem-
ocratic theory is right o emphasize the role of politics, it may err in imiting its
atlention to class politics. T
“Despite these weaknesses. the empirical literature shows strong support for
the theory. Of the studies of working-class power in the cighleen or so most
developed democracies, *“nearly all agree that the strength of parliamentary so-
cialism is more important Tor welfare state development than other plausible
influences™” (Shalev, 1983:323). A lisLoLstudies that support the class arguments
through various forms of cross-national, quantitative analyses includes Castles
and McKinlay (1979), Castles (1982), Cameron (1978). DeViney (1983, 1984).
Lsping-Andersen (1981, 1985b), Fricdland and Sanders (1986), Hewitt (1977).
Hibbs (1978). Hicks and Swank (1984), Korpi (1983), Stephens (1979). Myles
(1984). and Williamson and Weiss (1979). The studies differ in their measures
of working-class strength: Some use leftist rule, some rightist rule, and others
union density, union centralization. or strike activity. Yet, they all support alnew

that takes the validity of the class arpuments as proven (Hollingsworth
and Hanneman, 1982: Shatev. 1983).

A weakness of these studies, however, is that they rely on approximately
cighteen nations at_one time_point. Although the theory clearly delineates the
nations to which it applics, the empirical tests ol the theory truncate variation in
development and age structure with their sample and discredit industrialism vari-
ables through analysis of data in which such lactors are nearly coastant. Even if
sufficient variation did exist, reliable multivariate analysis is difficult with only
cighteen cascs. Support for working-class variables is often obtained without
adequate controls for industrialism variables. particularly percent aged. To test
the class theory, rescarchers need to use multivariate technigues to examine the
effects of all relevant variables on a sufficiently large sample with variation in
both industrialism and class variables. Lacking these methodological require-
ments, all the aforementioned studies may be suspect.

Democracy and interest group politics

Just as the social democratic theory may be seen as a political version of Marxist
theories, the inlerest group poTitics 1 1L politics theory may be seen as a political yersion of
industrialis cory, A briel statement of the theory comes froy Janowitz
(1976:75); *“The growth of the welfare state since 1945 represents s and e
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the influence of conceptualized goals — including class goals — and more and
more the influence of the power of pressure-group politics refiecting the ordered
segments of society.” A general version of the theory has been applied to cco-
nomic growth, government regulation, and various types of public spending, but
a more specilic version needs to be applied to the aged and social welfare spend-
ing. Whatever the version, the theory offers @odessential propositions and cm-
pirical predictions that differ from those of the other lhcm‘ics:é"l) cconomic and
demographic changes affeet the structure ol group resources and demands for
welfare spending, undémhc existence of democratic political institutions Tacil-
itates the realization of Q?nup interests.

The first proposition is that cconomic and demographic changes have ex-
panded group resources for collective political action and diversified group inter-
ests in (he wellare state. Nonclass ascriptive groups, in particular, have become
crucial for government policy. In advanced industrial democracics. a general
diversification of interests oceurs as the economy becomes more specialized and
universalistic (Lehner and Widmaier, 1983; Berry, 1984; Murrcll. 1984). This
reduces the organizational potential of classes but provides a resource Tor collee-
tive arction among groups defined by aseriptive characteristics (Nagel and Olzak,
1982: Niclsen. 1985). The retired and aged are a prime example of such a group:
they have changed from a relatively small group identifying with families and
local communitics (Davis and van den Qcver, 1981) to a larger, high-voting,
politically active group with common age-based interests (Fox, [1981). The ex-
pansion of political rights and the incorporation of formerly excluded groups into
the political system of advanced democraciesfurther contribute to the growth of
groups competing for public resources anowitz, 1976; Gronbjerg, 1977). This
creates growing demands on the state from avariety of interest groups for higher
welfare spending. 1t also implics the existence of a stratification system seg-

mented by nonclass elemients such as age. race. language. occupation, and re-
gion that transcend and fragment class boundaries (Parkin, 1979).

The accumulation of interest groups in advanced industrial democracies is not
only the result of cconomic diversification and political modernization. it is the
necessary result of the dymamics of collective action. Olson (1982) argues that
sinee collective action is difficult to organize, given the free-rider problem of
group action. clfective interest groups (or distribitional coalitions, v Olsow’s

terms) emerge slowly. The longer a nation offers a stable democratic environ-
ment, without upheaval or interruption, the more groups accumulate. Onee groups
exist. Olson argues. it is rational for them to act in their own interest rather than
in ways that benelit the collective good: the rewards lor special-interest activities
are greater than those Tor actions on behall"ol & collective good shared by all of
socicty. Furthermore, the Togic of collective action is such that once programs

(e,
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benefiting interest groups are implemented. there is little (o be gained for other
groups by eliminating the programs and more to be gained by advocating adop-
tion of the group’s own programs. Since one form of collective demand is for
governmert programs, interest group action leads {o escalating expenditures.

The second proposition of the theory is that governmient spending results from
L_"_"_‘_ESL“_'B'L_E’_L\MES in democracics. Liberal democracies can be delined as
institutionalized arrangements for arriving at decisions by means of political
struggles for people’s votes (Schumpeter, 1975[1942]:269). The population seldom
has a clear idea of political goals, voting instead on the basis of performance-
related criteria and cconomic sell-interest. Parties can be seen as loose coalitions
designed for the purpose of winning clections rather than formulating policies
{Downs, 1957: Schlesinger, 1984). Under such arrangements, latent interest groups
may be organized by political leaders. or existing groups of varying size and
power may demand the support of their representatives for particular programs
in return for their votes. Government spending is thus an inherently political
process (Tulte, 1978) in which the collective political action of groups in stable
democracies furthers their own inlerests.

In these arguments, the central role given to voling in representative democ-
racics stems from public choice models of politics. Public choice theorists. by
assuming that persons are rational wility maximizers, depict voter choice as anal-
ogous to market choice (Mueller, 1979; see Hechter, 1983, for other sociological
applications). A huge literature has grown rom this perspective that investigates
the behavior of self-interested groups (Buchunan and Tullock, 1980). voters
{Downs, 1957), partics (Schlesinger, 1984), and public burcaucracics (Niska-
nen, 1971). Applied to the welfare state, public choice theory supplics a set of
underlying microlevel postulates about huntan behavior that imply the need (o
consider the government response to voter demands for higher benefits,

Lacking a concise label, we use the term interest group politics theory (o
describe these arguments. Janowitz (1976) uses the name mass society theory (o
emphasize the extension of political rights, but interest group politics theory may
be more general because it emphasizes the collective action of a broad set of
groups in the political process. An interest group can he defined as **an organized
body of individuals who share some goals and who try to influence public pol-
icy” (Berry, 1984:5). Similarly. Olson (19665:8) refers broadly to interest groups
as individuals or firms that have common interests and, at least to some extent,
share the benefits of concerted action to gain political power. Such groups may
clfectively advance their interests through the formation of formal organizations
and the employment of lobbyists. Yet, they may also influence public policy
through voting patterns or other informal means. We use the term interest group
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in its broadest sense. and refer o interest group theory, while recognizing that
there are diverse arguments that make up the broader theory,®

Although the interest group politics. theugy is couched in gcncrul terms and
may apply to a varicty of groups. the 4ged desc sial ion. Besides
being the prime beneficiary of the targest welfare programs., Mw dmngcs -
growing numbers and homogenization of interests — expand their political influ-
ence and Mustrate how (he Tnterest group processes work, The obvious increase
in the percentage of the population over age 65 is found in all developed nations.
but less obvious, and perheps more important, is the greater increasce in the per-
centage of volters who are aged. For example, the pereentage of aged voters rose
(0 22.2 in Sweden in 1982 (Statistics Sweden, 1980) and to 32,5 in West Ger-
many in 1984 (Statistiches Bundesant. 1980). Lven if the aged do not vote as a
single bloc, the threat of opposition by groups this large may sway the views and
actions ol legislators and candidates.” The size of the aged population may also
be used advantagcously by more formal lobbying organizations for the aged.
Smaller groups may generally enjoy disproportionate power because lige groups
face greater problems in acting collectively (Olson, 1965, 1982). In the United
States, however, organizations of the aged have been able to overcome the free-
rider problem by offering selective incentives of insurance. travel. and pharma-
ceutical discounts with membership (Hudson, 1978). Their large membership
can be mobilized against cuts in benefits or in favor ol increased benefits or new
programs. Through both voting turnout and eflective lobbying. then. increasing
numbers can translate into policies favorable to the aged.*

The second characteristic — homogenization of interests — results from changes
in.the, labor foree status of the aged. Retirement makes the aged dependent on
the state, and Jow (ertility makes Familics less reliable sources of support. De-
spite their diversity in status, location. and beliels. nearly all aged persons ben-
clit from increased public pension spending (Pampel. 1981). In fact. diverse
group membership, including heavy representation of the niiddle class as well as
the poor, offers a resource for collective action that can effectively be used when
a group is united by common interests in government policy. A coherent, gen-
eralized ideology relevant to all issues or a dominant, encompassing age identi-
fication are unnccessary when older persons are united with respect to their fi-
nancial stake in specific government welfare policies. '

The implications of the theory lor the three clzmiliculnry dimensions follow
logically. The interest_gr heory, like the soci : CY
|M The stite may act dulnnunmusly in ways that arc harmiful to
the cconomy and opposed by capital or by the working class: it need not act in
ways that meet the technological imperatives ol industry or the needs of monop-

G
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oly capitalism. In fact, the state itsell develops its own interests that may conflict
with those of various economic groups (Skocpol, 1985b). The political demands
of a variety of groups, perhaps including statc managers as well as the aged,
classes, and state constituents, and the political processes by which these de-
mands are negotiated, occupy a prominent place in the interest group theory.

Unlike the social democratic theory, however, class conflict is not the o
dominant political force in the expansion of the social wellare state. Janowitz,
(1985) argues that stratification includes dimensions of age, scx, and cthaic-
racial-religious groups that interact in complex patterns; he uses the term ordered
social segments to capture this complexity. Labor and capital are important parts
of these social segments, but they do not subsume all other bases of stratification
(Parkin, 1979). Instcad, the welfare state responds to the needs and demands of
the increasingly large and specialized social segments, transcending class-based
categorics (Janowitz, 1985). Among the social scgments, perhaps the most im-
portant for social welfare spending is the aged. Demographic changes in age
structure must be considered to explain adequately the levels of welfare spend-
ing.

Like the honopoly capitalism theory. the interest group theory claims that the
welfare state is not necessarily redistributive — in fact, it may be harmlul to the
interests of the disadvantaged (Janowitz, 1985). Instead of being a mechanism
to the needy. the welfare state can be viewed as a mechanism for the relatively
advantaged (drawn particularly from the middle classes) to maintain their posi-
tion. For the aged. retirement income in the Uniled States has not been redistri-
butive (Boskin, 1986:38), and several authors have noted the discrepaney be-
tween funding for medical, disability, and pension benelits, much of which pocs
to the affluent aged (Crystal, 1982). and funding for poor children and single-
parent, minority lamilics (Preston, 1984). More generally, welfare spending ad-
vances political competition at the expense of cconomic competilion as a source
of social mobility. Yet, disadvantaged groups may have greater opportunity cco-
nomically than politically (Olson, 1982): There is greater inequalily in the op-
portunity to create and maintain powerful distributional coulitions than there is
in productive abilitics. The poor, in particular. have difticulty organizing. and
as a result often benefit less from wellare state spending than do other organized
interest groups (Alford and Fricdland, 1975). lustead. government spending goes
to more powerful groups, resulting in little tendency for incquality to decline. A
spiral of expenditures may weaken social regulation and the ability 10 meet po-
litical goals (Janowitz, 1976), create an entitlement cthic (Bell, 1976). and slow
cconomic growth and efficiency (Olson, 1982)."

Rather than reduce ineguality, welfare spending may be a consequence of
lower inequality previously brought abowt by economic change. As educational
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attainment and income arc equalized during industrialization. and as the middle
classes grow, the population that stands to benefit from redistribution, is articu-
late enough to sponsor policies, and can mobilize necessary political power grows
in size (Wildavsky, 1985). Accordingly, Peltzman (1980) shows that historical
increases and deercases in government spending in the United States, Great Brit-
ain, and Japan follow with a lag ol several decades decreases and increases,
respectively, in incquality. Income incquality has changed little since 1950 in
advanced industrial democracies, but reductions before then created the condi-
tions — a politicized middle class — to increase spending. Although the arguments

- of Peltzman and Wildavsky apply to all government spending, they are consis-

tent with the arguments of the interest group theory concerning the aged - most
of whom come from the middle class — for weltare speading. Rather than focus-
inz on the extremes of income distribution, such as the poor or occupationally
defined classes, and how benelits to these groups reduce inequality, the interest
group theory considers the role of middie-income groups in welfare spending
and maintenance of inequality (sce also de Tocqueville, 1945:222: Meltzer and
Richard. 1981).

Critigue, Many claim that the interest group theory is based primarily on exag-
gerated, negative interpretations of current events (Thurow, TY8T; Mishra, [984;
:§k(')('iml'."|‘)85)'.'1110 fimancial problems of the weltare state, the failure of many
programs (o live up to expectidions, and the ungovernability of modern democ-
racics have all been overstated. Morcover., the attack on the welfare stale may
stem_primarily from.ideological beliefs and politicai goals. More dispassionate
prcsénﬁilinns ol the theory and tests ol its predictions are needed.

Such empirical support for the interest group theory is only just emerging.
Many case studies examine the influence of interest groups on legislative action
(sce Pratt, 1976, Estes, 1979, or Willimmson, Evans, and Powell, 1982, for
examples involving the aged). Yel, quantitative studics are few. Gronbjerg's
(1977) study of states in the United States shows that expenditures for Aid to
Families with Dependent Children are explained by levels of political maoderni-
zation and citizen political participation rather than financial need. Other single-
nation studies show the influence of cthnie group moebilization on voting patlerns
{Ragin, 1979: Niclsen, 1980: Olzak, 1982). Lconomists have related spending
trends in the United States (o trends in voter incentives Tor transfers (Peltzman,
1980; Borcherding, 1985; Mucller and Murrell, 1985: North, 1985). Particutarly
problematic in all these efforts, however, is measurement of the concepts, Ag-
gregate, cross-national meatsures of interest groups and fobbying efforts are of
dubious validity and often can be interpreted as indicators of concepts from other
theories. This suggests the need for some different approaches to testing the
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theory, such as examining the lacilitative impact of democratic politics on the
relationship between various groups and welfare spending.

Tests of other propositions of the theory — that economic development deter:
mines incquality, whereas welfare spending has no effect — are more straightfor-
ward. However, here the evidencee in support of the theory is mixed. The litera-
ture review of Danziger, Haverman, and Plotnick (1981) shiows benelits of wellare
spending in the United States. Recent cross-national studics present evidencee that

cconomic development fails to predict inequality when controlling for cconomic

dependency (Bornschier and Chase-Dunn, 1985) or union strength and social
democratic government incumbency (Stephens, 1979). This evidence is by no
means complete, and sulfers from the same methodological problems mentioned
carlicr, but the hurdw of empirical proof for the mlucs( L_mup lhuny remains,

SR e -

State-centered theories

In addition to the previous theories, which focus on the demand by socictal
groups and classes for spending, we can consider a set of less (Icvclupcd supply-
based theories of the wellare state. Such theories do not offer a clearly Specificd
sel of logically related pr(ip()sllmns that answer all three-questions we have raised.
They do, however, suggest a number of state characteristics that may autono-
mously influcnce the level of wellare spending regardless of external group
demands, The state-centered theories may overlap in some ways with the demand-
based theories: the inleiest group theory, for instance, views the stite burcau-
cracy as a set ol organizations concerned with maximizing their budgets, just as
any group desires to increase its benelits. Yet, the interest group theory, as well
as the others. attends primarily (o demands ol external groups on the govern-
ment. Here we locus on arguments strictly concerned with celfects of state struc-
ture,
ch ol the work of the state-centered approach, particularly that ol Theda

.‘((Er“zp—nd colleagues (Skocpol, 1980; Skocpol and Ikenberry, 1983 Orloff
dn n}ml 1984; Weir and Skocpol, 1985; Skocpol and Amenta, 1986). stems
from a historical, qualitative research tradition. Because state characteristics mus
be studicd in their historical and structural context. advocates of this approach
avoid abstract generalizations that apply to a large number of nations and quan-
titative measures that can be used in statistical analyses. Further. much of the
work in this tradition addresses the historical emergence of initial welfare legis-
lation in the carly decades of the twenticth century. We note here the similarity
of Skocpol’s wark to the state-based explanations of wellare ¢ spending fron 1950
to 1980, but we cannot claim to olTer a test of her work,

Instead, we discuss five state characteristics that others have found important
in quantitative studics (mfnt‘mmn:‘ﬁrrsl

hie centrafization and corpora-
e ]

e
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tist organization of the state may cxpan abilit apars to imple-
ment desired policies for social wellare spending (Wilensky, 198 1), Opposition
to welfare spending from dispersed and isolated factions can be more casily
overcome where the government, union and corporate clite are highly central-
ized. In fact. Mishra (1984) argues that problems of legitimacy and efficacy of
the welfare state in nations such as the United States, Canada. and Great Britain
result from the failure of these nations to integrate the wellare state into the
cconomy. When considered as an integrated rather than a differentiated (or resid-

ual) part of the cconomy, social policy can be closely coordinated with economic

management of both production and distribution, demand and supply (Wilensky
and Lebeaux, TUS8). This requires cooperation. cconomic bargaining, and a cen-
tralized pluralism among capital, labor, and the state. Given such a corporate
structure, as exists in Sweden or Austria, a national consensus may emerge to
implement wellare policies or increase spending without divisive conflict (Mishra,
1984). Scveral aspects of centralization may also be relevant to an explanation
of wellare spending. Nations in which decision making is most concentrated in
the central government rather than focated in subnational and local governments
should be better able o minimize the influence of fragmented opposition and
expand national wellare spending (DeViney. 1983, 1984), Conversely. nations
composed of Tederations of subnational units should show lower spending. 14-
nally. centralization of labor and business elites, and their coordination with state
managers (i.c.. corporatist organization), should also increase wellare spending
(Wilensky. 1976)." »

‘Second the burcaucratic strenpth ol administrative aee
spénding. Assuming that the goal of government burcaucracics is to expand their
budget. those with the most resources - employees. administrative budgets,
powerful constituents - may hest he able to reach their goals (DeViney. 1983),
Thus, the power of state welfare agencies, like that of external groups. must be
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T IH’(I//lhc i ¢ of s nee spending (Camceron, 19781,
N.|liuns in which the I.l‘( sluululc s mwd punmn y on direet l.l;gls and p.l\mll
deductions ny : :
Reliance on direct tixes )
that of dircet taxes. creates a liscal illusion and engenders less opposition to

cx|l(wnl Lq) axes and speading.
ourthAhe clectoral eyele specifie to cach nation may influence the timing of

spcmhng {Tufte, 1978: Griftin and Leicht. 1980). The_political b :
involves gover 1 i st 3 ¢ cconomy shortly belore an
clection in the hope that o burst of ceonomic srowth will predispose voters toward
the incumbents. The reasoning here is consistent with a publicTIOICe, tnicrest
group theory of government. but the timing of clections is often mandated 1o
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oceur al specified times or intervals. This constrains the timing of cyclical trends
in sgcnding and must be taken as an exogenous determinant of spending.

(fin'ull), expenditures of states for compeling b rimarily military ones,
mu.;‘&mslmm lu:n/uj_avul; ¢ Tor soctal wcll’urF .spcn.ung. !
some sort of upper limit for spending. expenditures for social wellure must com-
pete with military expenditures for available funds. During periods of war, prior-
ity may go to the military and welfare spending may remain low. Some nations
spend more for defense than others. because of historical and strategic reasons,
and may spend fess for social welfare. It is difficult to claim that one type of
spending causes the other, but the potential trade-olTs are at least wnrlh_cunsid-

revenues sel

cring.

Although newrly all these arguments and studics predict a direet influence of
state characteristics. a more sophisticated reading of the state literature may sug-
gest an interactive argument. 10 may not be possible to determine a priori how
state structures affect spending. Instead, state capacity may increase the ability
of nations to respond to citizen demands rather than determining itsell what these
demands are (Pampel and Stryker, 1989). This suggests that state characteristics
may facilitate the influence of demands of class and status groups. Hence, in
addition to the additive effects, the interactive effects of state or supply Tactors
must be considered.

In summary. this list of state characteristics hardly offers an integrated theo-
retical argument that describes the workings ol the state apparatus. Despite the
carly developmental state of this perspective, the ad hoe mature ol (hese argu-
ments still offers something unigue to the explanation of social welfure spending.
Unlike the other theories, state-centered theories predict the effects of state char-
acteristics regardless of class or demographic structure. They focus less on the
potential demands ol constituent groups and more on the ability of state man-
agers to meet their own goals in dealing with external groups. As for the conse-
yucnces of wellare spending on incquality, the elfects of state structure are un-
clear. For example, in Wilensky™s (1976) conception ol corporatism, cooperation

among clites allows them to implement programs that henelit the poor amd reduce
incquality. In Schmitter’s (1982) conception, ofticially designated representa-
tives of labor may come to aceept the procapitalist interests ol business and the
state rather than-those of their members. Corporatism iy therefore not fead to
Jower incquality. The essence of the argument, then, concerns the determinants

_ of wellare spending rather than the conscquences.

- Summary

~The goal of this chapter has been to differentiate theories of the welfare state and

draw out predictions that can be empirically tested. Qur focus, therefore, has
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been on arguments and theories that are amenable to quantititive, cross-national
analyses and that specify abstract propositions concerning the operation ol cco-
nomic. political. and social Torees across nations. This limits the scope ol our
review somewhat, yet still allows coverage of the major arguments and traditions

in the ficld of stratification. Accordingly, we offer a scheme that clarifies. com-
pares, and contrasts the theories, and thereby provides some organization to the
_lic'hl that is currently lacking.'" A summary of the prcdicliun.\: is presented in
Fable 2.1, Although cach theory shares fundamental arguments with the others.
they can be distinguished when studying wellare spending. equality, and demo-
cratic politics together.

Another way to contrast the theories is to consider the groups that cach treats \ 7

as dominant in driving up wellare spending. The industrialism theory views the P\
needs ol the pooresDgroups as most important, although all members of society
henefit indirectly. The monopoly capitalisin theory considers the other end of the {e
stratilication system - mul'llw;gmimli@cluss for state support ol capital -
accumulation. The social democratic lllcur;/‘u'rgucs that the waiikin@ylass is the
prime proponent nn‘(.l heneficiary of the wellare state, and the inlcré;l u'ruup the-
ory argues tha middke:income groups benefit the most. ™ Finally, sl:ll::-ccnlclul
theories see all of these groups as active. but dependent on the response of states
structures and-managersPor determining levels ol wellare spending.

Put in this perspective, the theories need not be seen as exclusive or encom-
passing views of the wellare state. By considering the individual programs that
make up the welfare state and the groups they may benelit, the th‘Lm‘ics may
prove complementary. For example, social insurance programs for public pcu.-
sions-and health care may favor the aged and middle-income groups and support
?hc nonclass theories: means-tested public assistance and unemployment spend-
ing may favor the poor and working classes and support class (heorics. In cval-
wating theorics. we must consider the domain of programs to which cach may
best apply. All this discussion. however, is no more than an introduction l;»
lgs(ing the theories. Tt is necessary to delve into the predictions of cach theory
l.nr specific dependent variables in more detail. With basic arguments. ussump.-
tions, ad supportive research presented and discussed. we can proceed with
such eflorts.

Notes
f.

His oot possible. of comrse, o pigeonhofe exactly all the wark on the welfare state, Theory
resciredy muy be seen as Tying along o continutm on the three dimensions we have iddentitied
(li”l.‘l"ill!_' asanuch in emphasis as on fundamental assumptions. 1Uis nonetheless useful o idcmil\-
the dimensions on which the theories dilfer aml o oltee rough groupings of theory and research
along the dimensions. Such categorization organizes d simplilies a l‘\‘\\i'lll.;l.il\" ety of
iheas that othersise are difficalt to compare and contrast, i .

2o Attempts to test Wagner's Liw over thue and within nations have nob oltered support Tor the



